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Explanatory Note:

"

This Amendment No. 1 to Form 10-K/A (this "Amendment") is being filed to correct an error in the fourth paragraph of the "Our Strategy"
section of the Personal Communications Segment description that appears in "Item 1: Business" of Part 1 of the Company's Annual Report on
Form 10-K for the fiscal year ended December 31, 2002, originally filed on March 27, 2003 (the "Original Filing"). The first sentence of that
paragraph has been amended as follows (insertions and deletions are noted): "The success of these strategies is evidenced by our year-over-year
market share improvements in the Americas-ane-Earepe-and, by our continued leadership in China_and by our market share increase in Europe

for the fourth quarter of 2002 compared to the fourth quarter of 2001."

As required under SEC rules, this Amendment sets forth the complete text of "Item 1: Business" as amended. The remainder of the
information contained in the Original Filing is not amended hereby and shall be as set forth in the Original Filing. This Amendment continues to
speak as of the date of the Original Filing and the Company has not updated the disclosure in this Amendment to speak to any later date.

PART I

Throughout this 10-K report we "incorporate by reference" certain information in parts of other documents filed with the Securities and
Exchange Commission (the "SEC"). The SEC allows us to disclose important information by referring to it in that manner. Please refer to such
information.
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"Motorola" (which may be referred to as "we", "us" or "our") means Motorola, Inc. or Motorola, Inc. and its subsidiaries, or one of our
segments, as the context requires. "Motorola" is a registered trademark of Motorola, Inc.

Item 1: Business

General

Motorola is a global leader in providing integrated communications and embedded electronic solutions. Our Intelligence Everywhere
solutions include:

Software-enhanced wireless telephone and messaging, two-way radio products and systems, as well as networking and
Internet-access products for consumers, network operators and commercial, government and industrial customers.

End-to-end systems for the delivery of interactive digital video, voice and high-speed data solutions for broadband operators.

Embedded semiconductor solutions for customers in wireless communications, networking and transportation markets.

Integrated electronic systems for automotive, Telematics, industrial, telecommunications, computing and portable energy
systems markets.

Motorola is a corporation organized under the laws of the State of Delaware as the successor to an Illinois corporation organized in 1928.
Motorola's principal executive offices are located at 1303 East Algonquin Road, Schaumburg, Illinois 60196.

Industry Environment and Our Business

2002 was another very difficult year for our industries and for our businesses. The continued recession in the telecom and semiconductor
industries severely impacted our businesses. Our sales decreased to $26.7 billion compared with $29.9 billion in 2001. We incurred a smaller net
loss of $2.5 billion compared with a net loss of $3.9 billion in the prior year. Despite the difficult environment and declining sales, in the second
half of 2002 we returned to profitability. We continue to believe our markets will improve and that our businesses will grow.

During 2002, we continued to reduce costs and focus our strategy. The five-point plan we introduced in 2001 has helped us focus on critical
priorities and drive growth. That plan involves the following: (1) focusing on the balance sheet to continue to strengthen it; (2) lowering our
break-even sales levels by reducing costs; (3) continually strengthening our management team; (4) pursuing growth through innovative products,
software applications and customer relationships; and (5) constantly evaluating our strategic options and business portfolio. While we are not
done, our plan is working. At the end of 2002, our balance sheet was stronger we had positive operating cash flow for eight quarters in a row; we
reduced accounts receivable, net debt, and our ratio of net debt to net debt plus equity; and at the end of 2002 we held more than $6.5 billion in
cash, cash equivalents and short-term investments worldwide. We reduced our break-even sales level during 2002. We strengthened our
management team by adding key new talent and retaining existing talent. During 2002, we continued to invest in research and development to
fund ongoing innovation in new products and software applications. As a result of our continued evaluation of strategic options and business
portfolio, we

acquired six businesses and divested six businesses and made investments in 40 other companies. Finally, we reevaluated the five-point plan and
enhanced it.

In 2002, our Commercial, Government and Industrial Solutions Sector our Homeland Security business won the Malcolm Baldridge
National Quality Award. This award, established by the U.S. Congress in 1987, recognizes excellence in business. Motorola was the inaugural
winner of the award in 1988.

Business Segments
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Our business is organized into six sectors and we report seven segments as described below. Our segments may be referred to as "we", "us"
or "our."

Personal Communications Segment
The Personal Communications segment ("PCS" or the "segment") designs, manufactures, sells and services wireless subscriber equipment.
Principal Products and Services

Our wireless subscriber products include wireless handsets and personal 2-way radios, with related software and accessory products. We
market our products worldwide to carriers and consumers through direct sales, distributors, dealers, retailers, and, in certain markets, through
licensees.

Our Industry

After declining in 2001 for the first time in industry history, demand for wireless handsets increased in 2002 by approximately 7% to an
estimated 400 million units, but remained significantly lower than historical rates of 40% to 60% unit growth. Demand in emerging markets was
strong, but demand in regions with relatively high penetration rates of wireless handset usage such as North America and Europe was not as
strong. The industry continued offering handsets with new and attractive features such as color displays, expanded software applications,
messaging functionality and opportunities for personalization based on 2.5G (generation) technology and CDMA 1X (Code Division Multiple
Access Technology). The industry continues to expect improved growth over the next several years as the transition to next-generation data-rich
services, such as point-to-point video and higher speed data, based on Universal Mobile Telecommunications Systems (UMTS) 3G technology
begins.

Our Strategy

PCS is focused on profitable and sustainable growth through product leadership and innovation and total cost competitiveness. We are
investing in the development of industry-leading TDMA, GSM, CDMA, CDMA 1X and UMTS 3G products, with an emphasis on winning the
next-generation youth market through "must have" designs and "must do" experiences. These include color screens and handsets with cameras.
Emerging markets are important to our business and we strive to understand our customers' requirements in these markets.

We are focused on enhanced partnerships with our customers by aligning with their business strategies and objectives. A core component of
our customer-partnership strategy is the expansion of opportunities for customers to increase Average Revenue per User (ARPU). By utilizing
customizable platforms, we can enable our customers to go to market with handsets that feature differentiated user interfaces such as consumer
personalization to help operators build consumer loyalty. These platforms also generate revenue opportunities by supporting signature
experiences such as data productivity applications, gaming and music and other entertainment offerings and customized content.

As a part of improving our brand, we are developing youth-driven brand partnerships that will support a consumer-centric design
philosophy and further reinforce the brand strength generated by our MOTO marketing activities.

The success of these strategies is evidenced by our year-over-year market share improvement in the Americas, by our continued leadership
in China and by our market share increase in Europe for the fourth quarter of 2002 compared to the fourth quarter of 2001. Additionally, PCS
has played a key role in reinvigorating the Motorola brand among consumers worldwide, which we expect will help fuel demand for new
products and experiences during 2003.

Cost Reduction

During 2002, we continued executing on the major cost-reduction actions started in late 2000 to improve our cost structure and
competitiveness. We introduced several products based on our platform design strategy. This strategy enhances the cost competitiveness of our
handsets by reducing the number of parts used, increasing the commonality of both handset parts and software, lowering the number of unique
handset designs and improving the cycle time of product development by creating greater standardization of processes. In 2002, we reduced the
number of products manufactured and parts complexity of each product making it less expensive to manufacture our products and easier to
change our products to meet rapidly evolving customer demand. We utilized a substantially improved supply-chain process to increase the
efficiency of manufacturing activities, thereby reducing costs. The improved supply chain process also enables short-cycle ordering by
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customers and reduces the amount of required inventory. In 2002, we completed the exit of the paging product business, including Flex/Reflex
subscriber units. We will continue to invest in our next generation supply chain initiatives and drive these cost competitiveness strategies that
will remain an area of emphasis for us in the future.

Customers

The PCS customer strategy continues to focus on strengthening relationships with our top customers. Accordingly, PCS has several
customers, worldwide, the loss of which could have a negative impact on our results. Nextel Communications, Inc.'s (and its affiliates) purchases
of iDEN® products comprise approximately 15% of our segment's sales. In China, we sell our products to many distributors and retailers. These
distributors and retailers in turn primarily sell our products for use on mobile systems operated by China Mobile and China Unicom, the two
largest wireless operators in China. While we do not sell directly to these operators, approximately 19% of our wireless handsets sales are to the
China market and are primarily used on these systems. The largest of our other customers are AT&T, Cingular, Orange, Telcel Mexico,
Telefonica, T-Mobile (Voicestream), Verizon and Vodafone. Many of our customers and a significant portion of our sales are outside the United
States.

Competition

The segment has the second-largest worldwide market share of wireless handsets. The segment experiences intense competition in
worldwide markets from numerous global competitors, including some of the world's largest companies. The segment's primary competitors are
European and Asian manufacturers, and it experiences significant competition in the market for digital wireless products. Major competitors
include Nokia, Samsung, Siemens and Sony-Ericsson.

In Asia, which is our largest market, an increasing number of smaller companies have entered the market. Competition from these new
entrants is greatest in China. Despite the heightened competition, the segment maintained market share leadership in China.

In 2002, the segment continued to introduce new and feature-rich handsets featuring General Packet Radio Service (GPRS), or 2.5G. The
2.5G products represent a transition to digital products with a broader range of capabilities, such as enhanced high-speed Internet access,
messaging and video

capabilities, and are important to future growth. Motorola was the first-to-market with handsets supporting this technology and continues to offer
a broad portfolio of GPRS products. The segment also introduced handsets based on CDMA 1X. The segment continued to invest heavily in
UMTS 3G wireless handset technology. This 3G technology will provide an even broader range of capabilities than 2.5G and is expected to
drive growth in the next several years depending on when wireless service providers introduce 3G services. Introduction of our UMTS 3G
products expected in 2002 was delayed as a result of the significant technical challenges associated with the new technology for both the handset
manufacturers and operators. We are expecting to ship our first UMTS 3G handsets during 2003 as part of our contract with Hutchison
Whampoa Ltd. Competition in both the 2.5G and 3G growth areas is and will continue to be intense.

As competition increases, the ability to differentiate and add value will be realized more and more through digital feature enhancements.
Consumer experiences will be shaped by the user interface, software applications and solutions that can be delivered on handsets at point of
purchase and beyond. The segment has chosen to leverage Java technology to better leverage the largest wireless developer community in the
world, and has recently announced the adoption of the Linux operating system to augment the strategy of driving a more open and global
software development platform. Other software platforms will be leveraged as needed, such as Symbian OS, to support key customer needs.

General competitive factors in the market for the segment's products include: brand; technology offered; price; product performance,
features, design, quality, delivery and warranty; the quality and availability of service; company image; relationship with key customers; and
time-to-market.

Payment Terms
Generally, PCS does not grant extended payment terms.

Regulatory Matters
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Radio frequencies are required to provide wireless services. The allocation of frequencies is regulated in the U.S. and other countries
throughout the world and limited spectrum space is allocated to wireless services. The growth of the wireless and personal communications
industry may be affected if adequate frequencies are not allocated or, alternatively, if new technologies are not developed to better utilize the
frequencies currently allocated for such use. Industry growth may also be affected by the cost of the new licenses required to use frequencies and
the related frequency relocation costs. Typically, governments sell these licenses at auctions. Over the last several years, the cost of these
licenses and related frequency relocation costs have increased significantly, particularly for frequencies used in connection with UMTS 3G
technology. These significant costs have slowed and may continue to slow the growth of the industry. Growth is slowed because some operators
have funding constraints limiting their ability to purchase new licenses, pay the relocation costs or purchase new technology to upgrade their
systems. Such occurrences might continue to have an effect on the segment's results.

Backlog

The segment's backlog was $1.1 billion at December 31, 2002 and $2.2 billion at December 31, 2001. The 2002 order backlog is believed
to be generally firm and 100% of that amount is expected to be shipped in 2003. The forward-looking estimates of the firmness of such orders is
subject to future events which may cause the percentage of the 2002 backlog actually shipped to change. Orders declined primarily as a result of
PCS's efforts in assisting their customers to implement an improved shorter-cycle ordering process which enabled PCS's customers to reduce
inventory lead-times and, in turn, inventory levels.

The backlog amount reported for 2001 reflects a decrease of $0.3 billion from the previously reported figure. The adjustment reflects a
revision to the realizable dollar value of the handset units in backlog. The number of handset units in backlog at December 31, 2001 has not been
adjusted.

Intellectual Property Matters

Patent protection is extremely important to the segment's operations. The segment has an extensive portfolio of patents relating to its
products, technologies and manufacturing processes. The segment licenses certain of its patents and generates revenues from these licenses.
Motorola is also licensed to use certain patents owned by others. The protection of these licenses is also important to the segment's operations.
Reference is made to the material under the heading "Other Information" for information relating to patents and trademarks and research and
development activities with respect to this segment.

Inventory, Raw Materials, Right of Return and Seasonality

PCS's practice is to carry reasonable amounts of inventory in distribution centers, in order to meet customer delivery requirements in a
manner consistent with industry standards. At the end of 2002, the segment had a higher inventory balance than at the end of 2001, reflecting the
revenue growth of the business in the fourth quarter of 2002 relative to the fourth quarter of 2001 and expected higher level of revenues in the
first quarter of 2003 relative to the first quarter of 2002.

Materials used in the segment's operations are generally second-sourced to ensure a continuity of supply. Occasionally, shortages or
extended delivery periods have occurred in various component parts, the effects of which have generally been industry-wide and short in
duration. These shortages are not expected to occur in 2003. Energy necessary for the segment's manufacturing facilities consists of electricity,
natural gas and gasoline, all of which are currently in generally adequate supply. The segment's facilities contain automation and, therefore,
require a reliable source of electrical power. Labor is generally available in reasonable proximity to the segment's manufacturing facilities.
Difficulties in obtaining any of the aforementioned items could affect the segment's results.

Generally, the segment does not permit returns.

The segment typically experiences increased sales in the fourth calendar quarter and lower sales in the first calendar quarter of each year.
Sales of wireless handsets, two-way radios and related products increase during the year-end holiday season.

Our Facilities/Manufacturing

Our headquarters are located in Libertyville, Illinois. Our major facilities are located in Libertyville, Illinois; Plantation, Florida; Flensburg,
Germany; Tianjin, China; Singapore; Chihuahua, Mexico, and Jaguariuna, Brazil. We also maintain interests in two Korean cellular handset
design and manufacturing firms; and joint ventures in Hangzhou and Shanghai, China. Additional engineering, software development and
administration offices are located in San Diego, California; South Plainfield, New Jersey; Champaign, Illinois; Ft. Worth, Texas; Boynton
Beach, Florida; Basingstoke, England; Tokyo, Japan; Toulouse, France; Milan, Italy; Beijing, China, and Seoul, Korea. We also share a facility

6
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in Penang, Malaysia with the Commercial, Government and Industrial Solutions Segment.

We also use several original design-manufacturing contractors to enhance our ability to deliver products that meet consumer demands in the
rapidly-changing technological environment. These contractors design and manufacture products in non-Motorola facilities.

In 2003, over two-thirds of our handsets will be manufactured in Asia. Our largest manufacturing facilities are located in China, Singapore,
Malaysia, Korea, Brazil, Mexico and Germany. Each of these

facilities serve multiple countries and regions of the world. In 2003, approximately 10% of our handsets will be manufactured by contractors,
who primarily manufacture in Asia.

Semiconductor Products Segment

The Semiconductor Products segment ("SPS" or the "segment") designs, produces and sells embedded processors for customers serving the
wireless, networking and automotive markets and for standard products. The segment offers multiple technologies enabling customers to
develop smarter, simpler, safer and synchronized products for the person, work team, home and automobile.

Principal Products and Services

SPS embedded processors are integrated semiconductor and software solutions. Semiconductors control and amplify electrical signals and
are used in a broad range of electronic products, including consumer electronic products, computers, communications equipment, solid-state
ignition systems and other automotive electronic products, major home appliances, industrial controls, robotics, aircraft, and automatic controls.
Embedded software increases application flexibility and shortens the cycle time of adapting our hardware with changing customer requirements.
In the networking market, the segment provides communication solutions for wireless and wireline networking infrastructure, and computing
solutions for personal computers and servers. In the wireless market, SPS products focus on connectivity, audio, video, security, imaging,
graphics and radio frequency embedded solutions. In the automotive market and standard products, SPS products include MCUs
(microcontrollers), DSPs (digital signal processors), embedded MPUs (microprocessors), sensors and analog integrated circuits.

The segment markets its products through a global network of sales offices and operations. The sales teams are augmented by a network of
distributors, who extend the reach of products and services around the world.

Our Industry

The semiconductor industry, which traditionally has had volatile sales cycles, in 2001 had its worst decline in history with industry-wide
sales down more than 30% over 2000. In 2001, average selling prices for semiconductor products declined as manufacturers aggressively priced
their products in response to declining demand. The industry was negatively impacted by excess manufacturing capacity in a declining market.
Over the past several years and throughout the industry, manufacturers have been increasing capacity, much of which came on line as demand
for semiconductor products declined. Industry sales in 2002 were essentially flat with 2001 because the industry decline plateaued. Average
selling prices in 2002 continued to decline, with the overall rate of decline higher in 2002 than 2001, but the rate of decline slowed towards the
end of 2002 as the market appeared to begin to recover. The segment was directly and significantly affected by these market events.

Our Strategy

The segment is focusing on providing silicon-to-software embedded solutions to the wireless, networking and automotive markets and
standard products because industry research confirms each of these markets is projected for long term growth. Although the automotive market
grows more slowly than other semiconductor product markets, the segment has the leading market share position in this relatively stable market.
The wireless and networking markets are expected to grow more rapidly than the overall industry because the current penetration level is much
lower than in other markets, and the expected continual increase in the number of wireless applications and new mobile devices will add
additional value for end-customers.
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In response to the changing industry dynamics, the segment continued to implement the three key elements of a business model introduced
in 2001:

1.
The timely introduction of proprietary, high-value products;

2.
Executing on the "asset light" strategy to reduce capital expenditures in manufacturing, while leveraging partnerships for
research and development; and

3.

Expanding sources of revenue from intellectual property licensing.

The first element of the new model is creating proprietary, higher-value products to increase penetration of targeted embedded markets. The
segment introduced 181 new products in 2002. In wireless, momentum continued to build for the segment's Innovative Convergence solution
that trims development time for OEMs (Original Equipment Manufacturers) to get their 2.0G, 2.5G and 3G mobile subscriber devices to market.
By the end of 2002 the segment had 10 merchant market customers for Innovative Convergence semiconductors in addition to Motorola's
Personal Communications segment. The market success of this solution is very important to our overall strategy. In automotive, the segment's
microcontroller architecture for powertrain management continued to be the market leader for this application and the segment's microprocessors
dominated telematic control units that give vehicles the ability to communicate with the outside world. In the networking market, the segment
introduced a new integrated circuit designed to replace relays and fuses in numerous power management applications, and developed
next-generation communication processors for use in networking equipment.

The second element of this business model is the "asset light" strategy for manufacturing and research and development. The segment's
strategy is to focus its internal manufacturing capacity on leading edge and specialty technologies, while replacing internal manufacturing
capacity with purchases of material and services from foundries and contract houses. In 2002, the segment expanded its partnership with TSMC,
the industry's largest semiconductor foundry headquartered in Taiwan. Our agreement with TSMC provides for long-term capacity based on
fully compatible process technologies. The "asset light" strategy required restructuring of the internal manufacturing capacity. At the end of
2002, SPS had reduced its total manufacturing facilities to 12, as compared to 22 manufacturing facilities at the end of 2000. Of the 12
manufacturing facilities at the end of 2002, 9 were wafer fabrication facilities, as compared to 16 wafer fabrication facilities at the end of 2000.
By mid-2003, SPS expects to reduce its total manufacturing facilities to 10, of which 8 will be wafer fabrication facilities. The closure of
manufacturing facilities has been the primary driver in reducing the number of employees at the segment by 14.1% from December 31, 2001.

As part of the "asset light" strategy, the segment seeks strategic partnerships to share the cost of developing future generation process
technologies. An example of this in 2002 was the segment entering into a five year jointly funded alliance with Philips and STMicroelectronics
to share the cost of developing advanced CMOS (Complementary Metal Oxide Semiconductor) process technology down to the 32 nanometer
node.

The third element of the business model is the expansion of royalty income from intellectual property licensing. Royalty income was
$182 million in 2002 and $161 million in 2001.

The segment believes momentum attained through our three-pronged business model of higher value products, greater returns on our
investment in research and development and manufacturing capacity, and higher royalty revenue from IP licensing will revitalize the segment
and place it on track to achieve profitability. We must also manage our outsourcing arrangements and design and manufacturing partnerships to
ensure that we have the products our customers want in a timely manner.

Customers

The segment sells its products worldwide to OEMs and a network of industrial distributors through its own sales force, agents and
distributors. The segment generally targets as customers the leaders in the market segments in which its products are used as well as the
companies that we believe will be future leaders in these segments. The top ten end-customers in 2002 were Solectron, Delphi, Visteon,
Siemens, Flextronics, Qualcomm, Bosch, Celestica, Quanta Computer and Hewlett Packard. For products sold through distributors, the top 3
distributors, Avnet, Arrow and Future, account for over 50% of our sales to distributors. The volume of purchases by these customers has
affected, and could continue to affect, segment results.
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Products manufactured by the segment and supplied to other operating units of Motorola collectively constitute the segment's largest
customer at 24% of 2002 revenue (2001, 22%; 2000, 25%). Our largest customer within Motorola is the Personal Communications segment. No
other customer accounted for 10% or more of the segment's revenue in 2002.

Competition

The segment experiences intense competition from numerous competitors ranging from large companies offering a full range of products to
small companies specializing in certain segments of the market. The competitive environment also is changing as a result of increased alliances
between competitors. Our top five competitors in the semiconductor industry comprised 36% of the total market in 2002, based on estimates
published by the Semiconductor Industry Association and Gartner Dataquest. At 17%, Intel's share was almost three times the size of its nearest
competitor, due to its major penetration in the desktop PC market. Intel is also a competitor in the wireless market. The next four largest
semiconductor suppliers had market shares ranging from 4% to 6%. In 2002, based on sales, the segment had an estimated 3.4% share of the
semiconductor market. However, the segment's shares of its targeted sub-markets are much higher both in percentages and relative positions.

Important factors in competition include: price; technology offered; product features, quality, availability and warranty; the quality and
availability of service; time-to-market; and company image. The ability to develop new products to meet customer requirements and to meet
customer delivery schedules are also critical factors. New products represent the most important opportunity to overcome the pricing pressure
inherent in the industry.

Payment Terms
Generally, the segment does not provide extended payment terms.

Backlog

The segment's backlog was $1.1 billion at December 31, 2002 and $882 million at December 31, 2001. Orders may be and are placed by
customers for delivery up to as much as 12 months in the future, but for purposes of calculating backlog, only the next 13 weeks requirements
are reported. An order is removed from the backlog only when the product is shipped, the order is cancelled or the order is rescheduled beyond
the 13-week delivery window used for backlog reporting. In the semiconductor industry, backlog quantities and shipment schedules under
outstanding purchase orders are frequently revised to reflect changes in customer needs. Typically, binding agreements calling for the sale of
specific quantities at specific prices are contractually subject to price or quantity revisions and are, as a matter of industry practice, rarely
formally enforced. Therefore, the segment believes that most of its order backlog is cancelable. For these reasons, the amount of backlog as of
any particular date may not be an accurate indicator of future results. However, the segment expects most of its backlog at December 31, 2002 to
be shipped in 2003 because the history of the segment indicates a

relatively small amount of backlog is cancelled or rescheduled once it falls within the 13-week delivery period.
Intellectual Property Matters

Patent protection is very important to our operations and has become even more important under our new business model discussed above.
We intend to license more of our intellectual property over the next several years. The segment has a broad portfolio of patents and licenses,
covering manufacturing processes, packaging technology, software systems and electrical circuit design. The patent portfolio evolves over time
as older patents expire and new patents are obtained. There are no patents the segment regards as critical to its business which expire in the next
12 months. In addition, Motorola is licensed to use certain patents owned by others and the segment benefits from those licenses. The protection
of these licenses is also important to our operations.

Inventory, Raw Materials, Right of Return and Seasonality

A majority of the segment's products are built-to-order for our customers. The segment can have sizeable amounts of inventory on hand
from time to time. The level of inventory reflects the long manufacturing process that is a feature of the semiconductor industry.

The primary raw materials used by the segment are raw silicon and piece parts, which are largely sourced from the U.S., Japan and
Singapore. The segment is not currently experiencing any shortages in obtaining raw materials. We purchase a substantial portion of certain
supplies from Taiwan and contract with companies to test and assemble certain products in Taiwan. With respect to these and other supplies, the
segment is constantly evaluating additional sources of supply to minimize the risk of obtaining materials from only a few sources. Electricity, oil
and natural gas are used extensively in the segment's operations. All of these energy sources are available in adequate quantities for current
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needs. Electricity and oil are the primary energy sources for the segment's foreign operations, and, presently, there are no shortages of these
sources. Labor is generally available in reasonable proximity to the segment's manufacturing facilities. Difficulties in obtaining any of the
aforementioned items could affect the segment's results.

The segment permits distribution customers to return products under a warranty return program that limits the period for return and the
quantity that can be returned. OEM and distribution customers can return products under warranty for a period of up to 3 years after purchase
except unpackaged die and probed wafers, which have a warranty period of only 90 days.

The segment as a whole does not have seasonal patterns for sales. However, at a business group level within the segment there are some
seasonal patterns. Transportation and Standard Products Group are typically weak during the third quarter because of shutdowns at automakers,
while strong consumer sales in fourth quarter drive higher sales for the Wireless and Broadband Systems Group. In addition, the segment results
are affected by the cyclical nature of the semiconductor industry.

Our Facilities/Manufacturing

The segment headquarters are located in Austin, Texas. The major manufacturing facilities are located in or around Austin, Texas; Phoenix,
Arizona; Tianjin, China; Toulouse, France; East Kilbride and South Queensferry, Scotland; Sendai, Japan and Kuala Lumpur, Malaysia. In
addition to its manufacturing locations there are research and development centers in several countries in Asia, Europe and the Americas, and a
network of sales offices around the world. The segment is continuing the consolidation of its production network into fewer integrated "anchor"
sites for economies of scale and improved efficiency. Facilities in Texas and Scotland will be closed in 2003 as previously announced. A
majority of our products are manufactured in Asia, primarily Taiwan.

Global Telecom Solutions Segment

The Global Telecom Solutions segment ("GTSS" or the "segment") designs, manufactures, sells, installs and services wireless infrastructure
communication systems, including hardware and software.

Principal Products and Services

GTSS provides end-to-end wireless networks, including radio base stations, base site controllers, associated software and service, and
third-party switching for Code Division Multiple Access (CDMA), Global System for Mobile Communications (GSM), iDEN® (integrated
digital enhanced network), and Universal Mobile Telecommunications Systems (UMTS) technologies. We market our products to wireless
service providers worldwide through a direct sales force, licensees or agents.

Our Industry

The wireless infrastructure industry experienced its most challenging years during 2001 and 2002. Industry sales were down approximately
18% in 2002 compared to flat growth in 2001. Service providers spent less on new equipment because of the difficult economic environment,
severe pressure to reduce costs, deteriorating voice ARPUs (average revenue per user) and, for many, higher debt burdens. In addition,
technology enhancements have greatly improved network capacity without corresponding increases in costs to the operators. Network capacity
can be increased by deploying software upgrades, which tend to be less costly compared to hardware expansion.

The industry's migration to 3G systems, which are high-capacity wireless networks that are designed to provide enhanced data services,
improved Internet access and increased voice capacity, is currently focused primarily on two technologies CDMA 1X and UMTS. GTSS is a
supplier for both of these technologies. Service providers are continuing to slow-roll or have postponed the build-out of the next generation 3G
UMTS systems. Several factors are impacting this build-out, including: (i) operator funding constraints because of the very substantial fees paid
by them for 3G licenses; (ii) issues associated with the introduction of very complex new technology; (iii) development of new data applications;
and (iv) handset availability. We expect service providers to continue to use 2.5G technology, GPRS (General Packet Radio Service) to grow
their data subscriber base and to build their business case for these next-generation systems. We expect them to broadly implement UMTS in
large volumes around 2005-06 to expanded voice capacity and to support new data services. In North America and other global markets,
operators are now also giving serious consideration to deployment of EDGE technology, which is a GSM derivative technology. EDGE provides
data bandwidths higher than GPRS in the existing GSM spectrum assignments. GTSS has included future EDGE capability in the GSM product
portfolio.

Our Strategy
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GTSS continues to maintain its investment in key radio access growth technologies: CDMA1X, iDEN, EDGE and UMTS. In addition, we
are executing on a strategy to enhance our position as a total systems supplier. GTSS has developed strategic alliances with key vendors to
supply a complete family of network products. One of the most significant alliances is the recently announced agreement to supply a Motorola
branded softswitch, which positions GTSS as a leader in the evolution to next generation IP networks. Softswitch is a new software-based
technology that is used by carriers to route call traffic on networks. It is currently in pre-commercial trials with commercial deployments
expected to begin in early 2004. The market for wireless softswitch is still developing but network operators in emerging markets are
considering the new technology as well as some service providers in mature markets. As with all new disruptive technologies, there are risks,
including performance and market acceptance. GTSS has also introduced a Global Applications Management Architecture (GAMA)
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platform, which enables operators to rapidly deploy new revenue generating features using software applications.

Our network products are further enhanced by a portfolio of services which reduce operator capital expenditure requirements, increase
network capacity and improve system quality. These quality improvements benefit operators through increased customer satisfaction, greater
usage and lower churn; all of which can have a positive impact on operator revenue. This total systems solution strategy represents an improved
value proposition to operators and improves GTSS' competitive position in the marketplace.

Cost Reduction

In response to challenging market conditions, we continued the cost-reduction programs that began in January 2001. In 2002, we reduced
the number of employees in our business by 18%. By the end of 2003, we will have completed previously announced actions that will further
reduce the number of employees by an additional 5%. We completed the outsourcing of certain manufacturing operation, primarily for the
assembly of printed circuit boards and equipment repair. Also, we consolidated sales and administrative facilities. As a result, we lowered our
break-even sales level.

Customers

The nature of our business is long-term contracts with major operators that require sizeable investments by our customers, often more than
$100 million. In 2002, three customers represented approximately 43% of our sales (Nextel Communications Inc. and its affiliates, KDDI, a
service provider in Japan, and China Unicom). The loss of any of our large customers, in particular these customers, could have a material
adverse effect on the segment's business. Further, because contracts are long-term, the loss of a major customer would impact revenue over
several quarters.

Nextel is an important customer and we have been their primary supplier of network equipment for over ten years. Nextel uses Motorola's
proprietary iDEN technology to support its Nextel Direct Connect service. Our contracts with Nextel are non-exclusive. Although our
relationship is strong, Nextel is free to evaluate other suppliers and technologies, and we cannot be assured of our supplier status as Nextel
considers its options with respect to next-generation technology.

Competition

We experience intense competition in worldwide markets from numerous competitors, ranging in size from some of the world's largest
companies to small, specialized firms. Major competitors include Ericsson, Nokia, Siemens, Lucent, Nortel, Alcatel, NEC, and Samsung.
Ericsson has maintained its' market leadership position, while five vendors, including GTSS, vie for number two in the total aggregate market.

We have experienced significant competition in the market for digital products, especially as the industry transitions to 3G technology.
GTSS is a supplier of 3G equipment for both CDMA 1X and UMTS technologies. We have a strong position in CDMA 1X, with 11 major
contracts. GTSS has recently been awarded a UMTS contract in the Asia/Pacific region, although we continue to be behind some of our
competitors on UMTS contract awards. A pre-commercial trial with this UMTS customer is currently underway.

Competitive factors in the market for the segment's products include: technology offered; price, payment terms; availability of vendor
financing; product and system performance, product features, quality, delivery, availability and warranty; the quality and availability of service;
company image; relationship with key customers; and time-to-market. Price is a major area of competition and often impacts margins for initial
system bids. Time-to-market has also been an important competitive factor,

11

11



Edgar Filing: MOTOROLA INC - Form 10-K/A

especially for new systems and technologies. Increasingly, some of our foreign competitors receive more political support from their
governments than we receive from the U.S. government when pursuing contracts. This increased support can give them a competitive advantage.

Payment Terms

GTSS contracts for large system installations typically have implementation milestones, such as delivery, installation and system
acceptance. Generally, these milestones can take anywhere from 30 days to 180 days to complete. Customer payments are typically tied to the
completion of these milestones. Once a milestone is reached, payment terms are generally 30 days to 60 days. As required for competitive
reasons, we may provide or arrange for extended payment terms or long-term financing in connection with equipment purchases. In limited
situations, financing may include working capital. We provided much less financing to our customers in 2002 than in the previous two years. In
2002, we financed approximately $86 million to 4 customers. In 2001, we financed approximately $156 million to 7 customers, and in 2000, we
financed approximately $1.2 billion to 12 customers. Our largest single infrastructure financing, which was provided by the Motorola Credit
Corporation (a wholly-owned subsidiary of Motorola), was for $1.6 billion.

Regulatory Matters

Radio frequencies are required to provide wireless services. The allocation of frequencies is regulated in the U.S. and other countries
throughout the world, and limited spectrum space is allocated to wireless services. The growth of the wireless and personal communications
industry may be affected if adequate frequencies are not allocated or, alternatively, if new technologies are not developed to better utilize the
frequencies currently allocated for such use. Industry growth may also be affected by the cost of the new licenses required to use frequencies and
the related frequency relocation costs. Typically, governments sell these licenses at auctions. Over the last several years, the cost of these
licenses and related frequency relocation costs have increased significantly, particularly for frequencies used in connection with 3G technology.
These significant costs have slowed and may continue to slow the growth of the industry. Growth is slowed because some operators have
funding constraints limiting their ability to purchase new licenses, pay the relocation costs or purchase new technology to upgrade their systems.
We expect that this will continue to have an effect on the segment's results.

Backlog

The segment's backlog was $1.2 billion at December 31, 2002 and $1.5 billion at December 31, 2001. The 2002 order backlog is believed
to be generally firm and 100% of that amount is expected to be shipped or to be earned under contract accounting during 2003. The
forward-looking estimates of the firmness of such orders is subject to future events that may cause the percentage of the 2002 backlog actually
shipped or earned under contract accounting to change.

Intellectual Property Matters
Patent protection is extremely important to our operations. We have an extensive portfolio of patents relating to our products, systems,
technologies, and manufacturing processes. Motorola is also licensed to use certain patents owned by others. The protection of these licenses is

also important to our operations. Reference is made to the material under the heading "Other Information" for information relating to patents and
trademarks and research and development activities with respect to this segment.
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Inventory, Raw Materials, Right of Return and Seasonality

The segment's practice is to carry inventory to respond to customers' needs. In 2002, the segment reduced its inventory by 33% compared to
2001 levels. The reduction in inventory is in part due to reduced volume and continued outsourcing of certain manufacturing activities.

Materials used in the segment's operations are second-sourced where feasible to ensure a continuity of supply. Occasional shortages in
purchased components do occur; however, these shortages have not had a large impact on our business. Energy necessary for the segment's
manufacturing facilities consists of electricity, natural gas and gasoline, all of which are currently in generally adequate supply. The segment's
facilities are highly automated and, therefore, require a reliable source of electrical power. Labor is generally available in reasonable proximity
to the segment's manufacturing facilities. Difficulties in obtaining any of the aforementioned items could affect the segment's results.

Generally, our contracts do not include a right of return other than for standard warranty provisions. Our business does not have seasonal
patterns for sales.
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Our Facilities/Manufacturing

Our headquarters are located in Arlington Heights, Illinois. Major design centers include Arlington Heights and Schaumburg, Illinois;
Chandler, Arizona; Fort Worth, Texas; Cork, Ireland, and Swindon, England. We operate manufacturing facilities in Schaumburg, Illinois; Fort
Worth, Texas; Hangzhou and Tianjin, China; Swindon, England, and Jaguariuna, Brazil. A majority of our manufacturing is conducted in China,
in facilities we operate or that firms we outsource our manufacturing to operate.

Commercial, Government and Industrial Solutions Segment

The Commercial, Government and Industrial Solutions segment ("CGISS" or the "segment") provides integrated communications and
information solutions for commercial, government and industrial customers worldwide.

Principal Products and Services

We design, manufacture, sell, install and service analog and digital two-way radio voice and data communications products and systems to
a wide range of public-safety, government, utility, transportation and other worldwide markets. In addition, the segment participates in the
emerging market for integrated information solutions for public safety and enterprise customers.

Our products are sold directly through our own distribution force or through independent authorized distributors and dealers, commercial
mobile radio service operators and independent commission sales representatives. The direct distribution force provides system engineering and
installation and other technical and systems management services to meet the customer's particular needs. The customer may choose to install
and maintain the equipment with its own employees, or may obtain installation, service and parts from a network of our authorized service
stations (most of whom are also authorized dealers) or from other non-Motorola service stations. Subscriber units are sold directly and through
indirect distribution channels.

Our Industry
Significant events since the later part of 2001 have heightened the need for safety and security solutions worldwide. Public-safety,
government and enterprise organizations are seeking a wide range of detection and prevention capabilities; interoperable communications and
information sharing across many users; and integrated voice, data and video capabilities. However, delays in federal, state and local government

funding for new homeland security projects have impacted the industry. In addition,
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the worldwide economic slowdown has created budget deficits at the local level, which has slowed government spending globally.

The scope and size of systems that some of our customers want are increasing. Some customers want large systems, including country-wide
and statewide systems. These larger systems or "mega-systems" are more complex and include a wide range of capabilities. Mega-system
projects will impact how contracts are bid, which companies compete for bids and how companies partner on projects.

With the recent formation of the U.S. Department of Homeland Security, we expect over time greater clarity to develop regarding funding
for projects. At the same time, we face potential new challenges in dealing with a new federal agency that is a consolidation of many smaller
agencies. We have been a leader in providing mission-critical communications and information solutions for more than 65 years, and our
business is well positioned to participate in this emerging opportunity as customers solidify their funding for safety and security.

Cost Reduction

During 2002, we continued to implement a series of cost-reduction actions designed to improve our financial performance. We completed
the final phases of a series of improvements to supply chain management and manufacturing processes begun in 2001, which included the
outsourcing and/or consolidations of various manufacturing operations as well as the consolidation of distribution operations. These actions
further improved inventory levels through the end of 2002. We also continued tight controls over operating budgets and reduced the number of
our employees at our business by nearly 10% since year-end 2001.

Our Strategy

During 2001, we divested a number of non-strategic elements of our business portfolio. Over the past year, these portfolio changes have
allowed us to intensify our focus on growth opportunities in integrated communications and information solutions.
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Moving forward, key elements in our growth platform include the renewed pursuit of integrated voice, data and broadband wireless systems
at the local, state and national government levels; continued migration from analog to digital radio systems; and the accelerated implementation
of interoperable communications and information solutions especially related to Homeland Security. Through our Integrated Solutions Division
(ISD) we are providing essential integrated software applications. These applications, which have been the result of internal development and
acquisitions, significantly enhance our customer's business processes, enabling them to fulfill their missions in public safety, criminal justice and
public service. Our product lines include computer-aided dispatch, records management systems, automated fingerprint identification systems,
mobile data applications and devices, corrections management systems, customer service request solutions as well as other related products.

Customers

The principal customers for two-way radio products and systems include public-safety agencies, such as police, fire, emergency
management services; petroleum companies; gas, electric and water utilities; courier companies; telephone companies; diverse industrial
companies; mining companies; transportation companies such as railroads, airlines; taxicab operations and trucking firms; institutions, such as
schools and hospitals; and companies in the construction, vending machine and service businesses. Our products are also sold and leased to
various local, state and province, and national agencies for many uses, including homeland security. Over a majority of our sales are to
customers in North America.
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We have a large number of customers worldwide. The combined sales from our top 10 customers worldwide represent less than 9% of 2002
segment sales. A loss or reduction in purchasing levels by a single customer or a few customers would not have a material adverse effect on our
results.

Competition

Based on 2002 annual sales, we are the largest worldwide supplier of two-way radio communications solutions. We experience widespread,
intense competition from numerous competitors ranging from some of the world's largest diversified companies to foreign, state-owned
telecommunications companies to many small, specialized firms. Many competitors have their principal manufacturing operations located
outside the U.S., which may serve to reduce their manufacturing costs and enhance their brand recognition in their locale. Major competitors
include M/A-Com (Tyco), Nokia, Kenwood, Icom, Siemens and EADS Telecommunications (a venture including Matra and Nortel).

As demand for large system solutions increase, we may face increased competition from large system integrators in the defense and
technology industries. CGISS may also act as subcontractor to large integrators.

Competitive factors for our products, systems and solutions include: price; technology offered and standards compliance; features,
performance, quality, availability, delivery and support; and the support, quality and availability of services and systems engineering, with no
one factor being dominant. An additional factor is the availability of vendor financing, as infrastructure customers continue to look to equipment
vendors as an additional source of financing. Increasingly, some of our foreign competitors receive more political support from their
governments than we receive from the U.S. government when pursuing contracts. This increased support can give them a competitive advantage.

Payment Terms

Payment terms vary worldwide. Generally, contract payment terms range from net 30 to 60 days. Some contracts include a holdback of
certain residual amounts due to Motorola upon system acceptance by the customer. As required for competitive reasons, we may provide or
arrange for long-term financing in connection with equipment purchases. Financing may cover all or a portion of the purchase price. We provide
limited leasing with lease terms of from 1 to 10 years.

Regulatory Matters

Users of two-way radios are regulated by a variety of governmental and other regulatory agencies throughout the world. In the U.S., users
of two-way radios are licensed by the FCC. The FCC's authority includes, among other things, the power to classify radio stations, prescribe the
nature of the service to be rendered by each class of station, assign frequencies to the various classes of stations and regulate the kinds of
equipment that may be used. Regulatory agencies in other countries have similar types of authority. Consequently, the business and results of
this segment could be affected by the rules and regulations adopted by the FCC or regulatory agencies in other countries from time to time.
Motorola has developed products using trunking and data communications technologies to enhance spectral efficiencies. The growth and results
of the two-way radio communications industry may be affected by the regulations of the FCC or other regulatory agencies relating to access to
allocated frequencies for land mobile communications users, especially in urban areas where such frequencies are heavily used.
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Backlog

This segment's backlog was $1.7 billion at December 31, 2002 and $1.7 billion at December 31, 2001. The 2002 backlog amount is
believed to be generally firm, and approximately 70-75% of that
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amount is expected to be shipped or earned under contract accounting during 2003. This forward-looking estimate of the firmness of such orders
is subject to future events that may cause the percentage of the year-end 2002 backlog actually shipped or earned under contract accounting to
change.

Intellectual Property Matters

Patent protection is very important to the segment's business. Reference is made to the material under the heading "Other Information" for
information relating to patents and trademarks, and research and development activities with respect to this segment.

Inventory, Raw Materials, Right of Return and Seasonality

Our business includes providing custom products based on assembling basic units into a large variety of models or combinations. This
requires the stocking of inventories and large varieties of piece parts and replacement parts, as well as a variety of basic level assemblies in order
to meet short delivery requirements. Relatively short delivery requirements determine the amounts to be stocked. To the extent suppliers' product
life cycles are shorter than ours, stocking of lifetime buy inventories is required. In addition, replacement parts are stocked for delivery on
customer demand within a short delivery cycle, including radios that have been canceled from the published book within the last 10 years.

Availability of the materials and components required by the segment is relatively dependable and certain, but normal fluctuations in
market demand and supply could cause temporary, selective shortages and affect results. Direct sourcing of materials and components from
foreign suppliers is becoming more extensive. We operate certain offshore subassembly plants, the loss of one or more of which could constrain
our production capabilities and affect results. Natural gas, electricity and, to a lesser extent, oil are the primary sources of energy. Current
supplies of these forms of energy are generally considered to be adequate for this segment's U.S. and foreign operations. Labor is generally
available in reasonable proximity to the segment's manufacturing facilities. However, difficulties in obtaining any of these items could affect the
segment's results.

Generally, we do not permit customers to return products. We typically have stronger sales in the fourth quarter of the year because of
government and commercial spending patterns as well as the timing of new product releases.

Our Facilities/Manufacturing

Our headquarters are located in Schaumburg, Illinois, and we have major manufacturing/assembly facilities in Tianjin, China; Jaguariuna,
Brazil; Berlin, Germany; Arad, Israel; Penang, Malaysia; and Elgin and Schaumburg, Illinois, in the U.S. The majority of sales from
manufactured products are sourced from our U.S. manufacturing sites.

Broadband Communications Segment

The Broadband Communications segment ("BCS" or the "segment") designs, manufactures and sells a wide variety of broadband products
for the cable television industry, including digital systems and set-top terminals for cable television networks; high speed data products,
including cable modems and cable modem termination systems (CMTS), as well as Internet Protocol (IP)-based telephony products; hybrid fiber
coaxial network transmission systems used by cable television operators; digital satellite television systems for programmers; direct-to-home
(DTH) satellite networks and private networks for business communications, and digital broadcast products for the cable and broadcast
industries.
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Principal Products and Services

We are the leading provider of end-to-end networks used in the cable television industry for the delivery of video, voice and data services
over hybrid fiber coaxial networks. These broadband networks include product to transport programming by broadcasters, product used at the
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cable operator's headend (central office) and at its outside transmission plant. We also sell a suite of interactive digital set-top terminals for the
customer's home that enable advanced interactive entertainment and informational services such as video-on-demand, Internet access, e-mail,
e-commerce, chat rooms, impulse pay-per view, other IP services, decoding and processing of high definition television (HDTV) and more to be
transmitted over networks using our technology. Our interactive digital set-top terminals also deliver advanced interactive services focused on
the digital video broadcast-compliant (DVB-compliant) markets around the world. We also provide digital system control equipment, encoders,
access control equipment and a wide range of digital satellite receivers. Our digital business accounted for greater than 70% of our revenue in
2002 and is expected to account for a substantial portion of our revenues for the foreseeable future.

Our Surfboard® family of cable modems delivers high speed Internet access to subscribers over cable networks. These Surfboard®
products also include wireless networking devices with high-speed Internet access to produce a complete home, small office or small to medium
enterprise communications solution.

To complete the end-to-end broadband network solution, we design and manufacture a diverse family of broadband infrastructure access
solutions for broadband services including video, voice, and data communications. These products include cable modem termination systems,
headend products, amplifiers, taps, passives and optoelectronics.

Our products are marketed primarily to cable television operators, satellite television programmers, and other communications providers
worldwide and are sold primarily by our sales personnel who are skilled in the technology of these systems. We have also expanded our
traditional distribution channels by selling direct to consumers in a variety of retail markets. Through retail, we market and sell cable modems,
home networking products and advanced digital set-top terminals.

Our Industry

Demand for our products depends primarily on (i) capital spending by providers of cable services for constructing, rebuilding or upgrading
their communications systems, and (ii) the marketing of advanced communications services by those providers. The amount of spending, and
therefore a majority of our sales and profitability, are affected by a variety of factors, including: general economic conditions; the continuing
trend of consolidation within the cable industry; the financial condition of cable television system operators and alternative communications
providers, including their access to financing; the rate of digital penetration; technological developments; standardization efforts that impact the
deployment of new equipment; and new legislation and regulations affecting the equipment sold by the segment. Primarily due to the economic
recession in 2002, and in an effort to improve their cash flow and lower their cost structure, our customers significantly reduced their capital
spending compared to 2001.

Also during the past year, many in the investment community shifted their focus on measuring cable operators' performance from earnings
before interest, taxes, depreciation and amortization to positive free cash flow, which is generally defined as operating cash flow less capital
expenditures. As a result, we expect cable operators to continue to reduce their capital expenditures during 2003 to improve free cash flow.
Additionally, the debt ratings of several of the largest cable operators have also been downgraded, in part due to significant debt levels. These
conditions have impacted and may continue to impact our customer's ability to make new capital expenditures or raise additional capital in the
near term to fund capital expenditures.
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Our Strategy

We continue our strategy to innovate and enhance our end-to-end network solutions. We are focused on accelerating the rate of digital
penetration in the North American region through the introduction of an enhanced suite of digital set-top terminals, including more cost effective
solutions designed to increase the number of set-tops per household, as well as higher end solutions for premium service, including HDTV
solutions. We continue to focus on opportunities outside North America including the development of digital video products designed to be
compliant with technology required in these regions. However, growth has been slow in these regions.

We also are focused on enhancing and expanding our infrastructure solutions, including next generation solutions. During late 2001 and
early 2002, we acquired two infrastructure businesses, which we expect will allow us to establish a leading next generation CMTS market
position and expand our fiber optic network capabilities. We also intend to expand our data solutions beyond the traditional cable modem
business. We are focused on providing home networking solutions including wireless networking devices with high-speed Internet access to
produce a complete home, small office or small to medium enterprise communications solution.

Cost Reduction
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As a result of overall economic conditions and reduced cable operator spending, we took actions during 2002 to reduce manufacturing,
research and development, selling, general and administrative costs. Consistent with existing business conditions, we reduced manufacturing
headcount in 2002 by approximately 27% to reduce manufacturing costs. In addition, we reduced selling, general and administrative and
research and development spending in all areas and reduced employees in these areas by approximately 13% in 2002.

Customers

We are dependent upon a small number of customers for a significant amount of our sales. A small number of large cable television
multiple system operators (MSO's) own a large portion of the cable systems and account for a significant portion of the total capital spending in
the industry. Consolidation of these MSO's continued in 2002 with Comcast Corporation acquiring AT&T Broadband, making it the largest
MSO in North America with more than 21 million subscribers. Our combined sales to Comcast and AT&T Broadband in 2002 approximated
40%. The loss of business in the future from Comecast or any of the major MSO's could have a material adverse effect on the segment's business.

One of our customers, Adelphia Communications, filed a voluntary petition under Chapter 11 of the U.S. Bankruptcy Code in June 2002.
Our sales to Adelphia in 2002 were approximately 4% of the segment's sales. All uninsured amounts due from Adelphia at the time of their
bankruptcy filing are fully reserved. Subsequent to the Chapter 11 filing, we have renegotiated terms and conditions for shipping future products
that include payment for product in 30 days. Payments have been received in accordance with these terms.

Competition

The businesses in which we operate are highly competitive. We compete worldwide in the market for digital set-top terminals for cable and
satellite networks. Based on 2002 annual sales, we believe we are the leading provider of digital cable set-top terminals in North America. In
North America, our largest competitor is Scientific Atlanta. Outside of North America, where we have a smaller market position, we compete
with many equipment suppliers, including several consumer electronics companies.
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The traditional competitive environment in the North American cable market is changing for several reasons. First, we have begun and will
continue to license some of our technology to several competitors, based on our customers' requirements. We expect that, beginning in 2003,
these licensees will sell digital set-top terminals in markets where we have sizable market share.

Currently, reception of digital television programming from the cable broadband network requires a set-top terminal with certain security
technology compatible with the network. This security technology has limited the availability of set-top terminals to those manufactured by a
few cable network manufacturers, including Motorola. The FCC has enacted regulations requiring separation of security functionality from
set-top terminals by January 1, 2005. To meet this requirement, we have developed security modules for sale to cable operators for use with our
own and third party set-top terminals. Current FCC regulations require that all cable operators purchase these security modules and separate
set-top terminals by January 1, 2005. These changes are expected to increase competition and encourage the sale of set-top terminals to
consumers in the retail market. Traditionally, cable service providers leased the set-top terminal to their customers.

The FCC also has mandated recently that digital tuners be incorporated into television sets by 2006. As a result of these actions, television
manufacturers may integrate technology that is available in our set-top terminals into their products in the future and by-pass the need for a
set-top terminal for certain applications.

In December 2002, fourteen consumer electronics companies and seven major cable operators announced that they had agreed to a
memorandum of understanding to establish a national plug and play standard between digital set-top terminals and digital cable systems. If
implemented, this could enable consumers to receive certain cable services without a set-top terminal through the use of the security module
described above and a digital cable ready television.

All of these changes could impact the strength of our competitive position and our sales and profitability. Most of our sales and profits arise
from the sale of our set-top terminals.

We also compete worldwide in the market for broadband data products. We believe that we are the leading provider of cable modems
worldwide, competing primarily with Thomson/RCA, Toshiba, and a number of smaller manufacturers.

The rapid technological changes occurring in each of the markets in which we compete are expected to lead to the entry of many new
competitors.
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Competitive factors for our products, systems and solutions include: technology offered; product and system performance, features, quality,
delivery, availability, and price. We believe that we enjoy a strong competitive position because of our large installed cable television equipment

base, strong relationships with major communication system operators worldwide, technological leadership and new product development
capabilities.

Payment Terms

Extended payment terms are provided to customers from time to time on a case-by-case basis. Such extended terms are isolated in nature
and historically have not been significant.

Regulatory Matters

Many of our products are subject to regulation by the FCC or other communications regulatory agencies. In addition, our customers and
their networks, into which our products are incorporated, are subject to government regulation. Government regulatory policies affecting either
the willingness or the ability of cable operators to offer certain services, or the terms on which the companies offer the
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services and conduct their business, may affect the segment's results. Regulatory actions also have impacted competition, as discussed above.
Backlog

The segment's backlog was $324 million at December 31, 2002 and $716 million at December 31, 2001. The reduction in backlog and
related orders reflects a shorter cycle time required for customer fulfillment and reduced sales. The 2002 order backlog is believed to be firm and
100% of that amount is expected to be shipped during the first six months of 2003. The forward-looking estimates of the firmness of such orders
is subject to future events, which may cause the percentage of the 2002 backlog actually shipped to change.

Intellectual Property Matters

We seek to build upon our core enabling technologies such as digital compression, encryption and conditional access systems, in order to
lead the worldwide growth in the market for broadband communications networks. Our policy is to protect our proprietary position by, among
other methods, filing U.S. and foreign patent applications to protect technology and improvements that we consider important to the
development of our business. Although we believe that our patents provide a competitive advantage, we also rely on our proprietary knowledge
and ongoing technological innovation to develop and maintain our competitive position, and will periodically seek to include our proprietary
technologies in certain patent pools that support the implementation of standards. We are a founder of MPEG LA, the patent licensing authority
established to foster broad deployment of MPEG-2 compliant systems. We have also licensed our digital conditional access technology,
DigiCipher® II, to other equipment suppliers. We also enter into other license agreements, both as licensor and licensee, covering certain
products and processes with various companies. These license agreements require the payment of certain royalties that are not expected to be
material to the segment's financial results.

Inventory, Raw Materials, Right of Return and Seasonality

Substantially all of our products are manufactured at our facilities. Inventory levels are managed in line with existing business conditions
and have declined in 2002 consistent with decreased sales levels.

We source our raw materials primarily from large multinational corporations supplying the electronics and telecommunications industries.
In general, we have access to several sources of supply for each component in our major products; however we have some components that are
currently available only from a couple of sources. We have inventory controls and other policies intended to minimize the effect of any
interruption in the supply of components. We currently source certain parts from Broadcom Corporation and Texas Instruments Corporation for
our digital set-top terminals and cable modems. Any material disruption in supply from Broadcom or Texas Instruments for certain products
would have a material adverse impact on our operations. Electricity is the primary source of energy required for our manufacturing operations.
These operations do not have significant risk relating to the availability of this energy source; however, possible shortages in the supply of
electricity would affect the segment's operations. Labor is generally available in reasonable proximity to the segment's manufacturing facilities.

Generally, we do not permit customers to return products. We have not experienced seasonal buying patterns for our products recently.
However, as our retail cable modem and digital set-top terminal sales increase, we may have increased sales during the holiday season at the end
of each year.
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Our Facilities/Manufacturing

Our headquarters are located in Horsham, Pennsylvania. We also have research and development and administrative offices in: San Diego
and San Jose, California; Mansfield and Tewksbury,
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Massachusetts; Deer Park, Illinois, and Lawrenceville, Georgia. We have several sales offices throughout North America, Europe, Latin
America and the Far East, and we operate manufacturing facilities in Taipei, Taiwan; Nogales, Mexico; Nuremburg, Germany; San Jose,
California, and Tewksbury, Massachusetts. Substantially all of our manufacturing is in Taiwan and Mexico.

Integrated Electronic Systems Segment

The Integrated Electronic Systems segment ("[ESS" or the "segment") designs, manufactures and sells automotive and industrial electronics
systems and solutions, telematics products and solutions, portable energy storage products and systems, and multi-function embedded board and
computing system products.

Principal Products and Services

The Automotive Communications and Electronic Systems ("ACES") Group consists of two businesses, the Powertrain Chassis and Systems
Group ("PCSG") and the Telematics Communications Group ("TCG"). PCSG uses its high-quality application and engineering expertise to
design and sell custom electronic solutions for original equipment manufacturers ("OEMs"), including foreign and domestic automobile
manufacturers, heavy vehicle manufacturers, farm equipment manufacturers and industrial customers, as well as first tier suppliers to such
manufacturers. TCG provides automotive customers with embedded telematics control units, integrated wireless handsets, navigation and driver
safety products and systems, as well as various electronic controls for automotive vehicles.

The Energy Systems Group ("ESG") delivers complete portable energy system solutions for many of today's leading brand-name wireless
handsets, notebook computers, hand-held computers, and other portable electronic products. A significant portion of ESG sales is to other
businesses within Motorola, including the Personal Communications and the Commercial, Government, and Industrial Solutions segments.

The Motorola Computer Group ("MCG") specializes in embedded computing technology that is integrated by OEMs into a wide variety of
products, including: products and solutions utilized in telecommunications infrastructures; medical systems such as CAT scanners and MRI
diagnostic equipment; aerospace systems such as flight simulators, and semiconductor manufacturing equipment.

We market our products through a direct sales force, channel distributors and strategic distribution partners.
Our Industry

We participate in three industries. We provide products and systems used in automotive vehicles, portable energy systems such as batteries
used in wireless devices, and embedded computing technology used in a wide variety of products and equipment. Demand for most of our
products is linked to consumer demand for cars and wireless devices and industrial demand for computing systems.

During 2002, MCG and ESG experienced a decrease in product demand, mainly due to weakened economic conditions. Both sales and
orders were down slightly for ESG, due primarily to reductions in the price of batteries for wireless handsets and flat unit demand in the wireless
handset market during the year. MCG sales and orders were down very substantially due to a continued market downturn in the
telecommunication industry which significantly reduced the outsourcing by OEMs of the design of computing platforms. Both sales and orders
were up substantially for ACES due to increased North America automotive production, new launches of electronic controls and other products,
and previously awarded business.

21

Our Strategy
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Our primary strategy is to accelerate growth by increasing market share in existing markets and expanding into related market segments.
We expect that increasing market share in existing markets is expected to account for 60%-70% of our growth. As an example of this element of
our strategy, the segment's ACES business continues to grow as automotive OEMs expand vehicle electronic content of the types currently sold
by the segment, such as Telematics systems, that enable automated roadside assistance, navigation and advanced safety features. This market for
Telematics systems is expected to grow at a rate substantially above the growth rate for the automobile industry.

We also expect to expand in related markets to help us grow. An example of this is MCG expansion into the faster-growing medical
equipment and aerospace segments, where customers can decrease development and production costs by purchasing pre-integrated platforms
that allow them to focus on their own product differentiation. In the past, MCG's major focus was on telecommunications. We are also
improving the high-value content of our platform solutions through technology acquisitions, such as NetPlane Systems Inc.

Cost Reduction

During 2002, we continued implementing major cost-reduction actions intended to improve our cost structure, refocus our long-term
strategies and improve the competitiveness of the segment. We are currently moving the auto body production from Elma, New York to
Nogales, Mexico, and, as a result, we have significantly downsized the Elma manufacturing facility. We are also in the process of moving the
IESS and ACES headquarters from Northbrook and Elk Grove Village, Illinois to Deer Park, Illinois. The move will consolidate two facilities
into one. Based upon a re-assessment of the ACES cost structure, we have established a regional automotive headquarters in Munich, Germany
and are in the process of exiting the Wiesbaden, Germany facility. We are outsourcing MCG's Tempe, Arizona manufacturing activity to a
contract manufacturer in Shanghai, China, resulting in a significant downsizing of MCG's Tempe facility. In addition, partly due to the programs
mentioned above, we reduced the number of our employees by 5% during 2002.

Customers

In 2002, we sold 63% of our products to four customers: 19% to Motorola, 16% to General Motors, 14% to Ford and 14% to Daimler
Chrysler. Each of these key customers is served by more than one group within the segment and with multiple products from the groups. Our
largest customer within Motorola is the Personal Communications segment. The loss of a significant portion of these customers' business could
have a material adverse effect upon the segment.

Competition

Demand for the products of ACES is linked to automobile sales in the U.S. and other countries and the level of electronic content per
vehicle. Demand for ESG products is significantly linked to the sales of other Motorola businesses. Demand for MCG products is linked to
demands for telecommunications, manufacturing, and other infrastructure systems in the U.S. and other countries. The segment experiences
competition from numerous global competitors, including automobile manufacturers' internal or affiliated electronic control suppliers.

ACES is the market leader for embedded telematics systems and products, as well as pressure sensor systems and products; key competitors
include Delphi and Visteon. ESG is currently the third-largest provider of portable energy system solutions; key competitors include Sony,
Panasonic, Sanyo and Toshiba. MCG is the market leader for VME technology (a flexible open-ended business system used in Europe) and one
of the top three providers for CompactPCI Board products; key competitors include Intel, Sun Microsystems and Radisys.
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Competitive factors in the sale of our products include: price; product quality, performance and delivery; supply integrity; quality
reputation; responsiveness; and design and manufacturing technology. An additional factor for MCG products is the availability of compatible
software and design services.

Payment Terms
Generally, contract payment terms range from net 30 to 60 days.
Backlog

The segment's backlog was $308 million at December 31, 2002 and $261 million at December 31, 2001. Our 2002 backlog is believed to be
generally firm, and approximately 100% of that amount is expected to be shipped during 2003. This forward-looking estimate of the firmness of
such orders is subject to future events that may cause the percentage of the 2002 backlog actually shipped to change.
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Intellectual Property Matters

Patent protection is important to our business. Reference is made to the material under the heading "Other Information" for information
relating to patents and trademarks and research and development activities with respect to this segment.

Inventory, Raw Materials, Right of Return and Seasonality
The segment does not carry significant amounts of inventory.

All materials used by our operations are readily available at this time. We use electricity and gas in our operations, which are currently
adequate in supply. Labor is generally available in reasonable proximity to the segment's manufacturing facilities. However, difficulties in
obtaining any of the aforementioned items could affect our results.

In certain circumstances, and primarily in our MCG business, we permit customers to return products. We believe that the return policies in
all businesses conform to standard industry practices. We have not experienced seasonal buying patterns for our products.

Our Facilities/Manufacturing
Our headquarters are located in Northbrook, Illinois. We also have major facilities located in Tempe, Arizona; Lawrenceville, Georgia;
Farmington Hills, Michigan; Elma, New York; Seguin, Texas; Nogales, Mexico; Tianjin, China; Angers, France, and Penang, Malaysia. Most of
our ACES products are manufactured in our Seguin, Texas facility. We manufacture all of our ESG products in Asia, primarily in two of our
facilities in China and Malaysia. We are in the process of transferring manufacturing of MCG products from our facility in Tempe, Arizona to a
contract manufacturer in Shanghai, China.
Other Products Segment
The Other Products segment includes: (i) Next Level Communications, Inc., a publicly-traded subsidiary in which Motorola has a
controlling interest, (ii) various corporate programs representing developmental businesses and research and development projects, which are not
included in any major segment and, (iii) Motorola's holdings in cellular operating companies outside the U.S.

Other Information

Financial Information About Segments. The response to this section of Item 1 incorporates by reference Note 10, "Information by
Segment and Geographic Region," of the Notes to Consolidated
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Financial Statements contained in the appendix to Motorola's Proxy Statement for the 2003 annual meeting of stockholders.

Customers. Motorola sells approximately 9.6% of our products and services to Nextel Communications, Inc. and its affiliates. In addition
to Nextel, Motorola has several other large customers, the loss of one or more of these customers would have a material adverse effect on
Motorola. Based on 2002 annual sales, in addition to Nextel, other large Motorola customers include China Mobile and China Unicom.

Approximately 1.6% of Motorola's total sales in 2002 were received from various branches and agencies, including the armed services, of
the U.S. Government. All contracts with the U.S. Government are subject to cancellation at the convenience of the Government.

Government contractors, including Motorola, are routinely subjected to numerous audits and investigations, which may be either civil or
criminal in nature. The consequences of these audits and investigations may include administrative action to suspend business dealings with the
contractor and to exclude it from receiving new business. In addition, Motorola, like other contractors, reviews aspects of its government
contracting operations, and, where appropriate, takes corrective actions and makes voluntary disclosures to the Government. These audits and
investigations could adversely affect Motorola's ability to get new business from the U.S. Government.

Backlog. Motorola's aggregate backlog position, including the backlog position of subsidiaries through which some of its business units
operate, as of the end of the last two fiscal years, was approximately as follows:

December 31, 2002 $ 5.8 billion
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December 31, 2001 $ 7.2 billion

Except as previously discussed in this Item 1, the orders supporting the 2002 backlog amounts shown in the foregoing table are believed to
be generally firm, and approximately 93% of orders on hand at December 31, 2002 are expected to be shipped or earned with respect to
contracts accounted for under percentage-of-completion of accounting during 2003. However, this is a forward-looking estimate of the amount
expected to be shipped, and future events may cause the percentage actually shipped to change.

Generally, Motorola recognizes revenue for product sales when title transfers, the risks and rewards of ownership have been transferred to
the customer, the fee is fixed and determinable, and collection of the related receivable is probable, which is generally at the time of shipment.
Accruals are established for price protection, returns and cooperative marketing programs with distributors related to these sales. For long-term
contracts, Motorola uses the percentage-of-completion method to recognize revenues and costs based on the percentage of costs incurred to date
compared to the total estimated contract costs. For contracts involving new unproven technologies, revenues and profits or parts thereof are
deferred until technological feasibility is established, customer acceptance is obtained and other contract-specific terms have been completed.
Provisions for losses are recognized during the period in which the loss first becomes apparent. Revenue for services is recognized ratably over
the contract term or as services are performed.

Research and Development. Motorola's business segments participate in very competitive industries with constant changes in technology.
Throughout its history, Motorola has relied, and continues to rely, primarily on its research and development programs for the development of
new products, and on its production engineering capabilities for the improvement of existing products. Technical data and product application
ideas are exchanged among Motorola's business segments on a regular basis. Management believes, looking forward, that Motorola's
commitment to research and development programs, both to improve existing products and services and to develop new products and services,
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together with its utilization of state-of-the-art technology, should allow each of its segments to remain competitive.

Research and development expenditures relating to new product development or product improvement, other than customer-sponsored
contracts, were approximately $3.8 billion in 2002, $4.3 billion in 2001 and $4.4 billion in 2000 representing a 13% decline in 2002 as compared
to 2001 and a 3% decline in research and development activity in 2001 as compared to 2000. In addition, research funded under
customer-sponsored contracts amounted to approximately $156 million in 2002, $239 million in 2001 and $155 million in 2000. Motorola
continues to believe that a strong commitment to research and development is required to drive long-term growth. Approximately 24,700
professional employees were engaged in such research activities (including customer-sponsored contracts) during 2002.

Patents and Trademarks. Motorola seeks to obtain patents and trademarks to protect our proprietary position whenever possible and
practical.

As of December 31, 2002, Motorola owned approximately 11,794 utility and design patents in the U.S. and 12,924 patents in foreign
countries. These foreign patents are mostly counterparts of Motorola's U.S. patents, but a number result from research conducted outside the
U.S. and are originally filed in the country of origin. During 2002, Motorola was granted 794 U.S. utility and design patents. Many of the patents
owned by Motorola are used in its operations or licensed for use by others, and Motorola is licensed to use certain patents owned by others. In
some instances, certain of the patents licensed by Motorola to others have generated meaningful amounts of income to Motorola.

"MOTOROLA" and "Stylized M Logo" are registered trademarks of Motorola, Inc. throughout the world. Motorola has adopted, registered,
or is seeking registration of the "INTELLIGENCE EVERYWHERE" trademark in all major markets to designate its products and services
across all businesses of the company. These marks are valuable corporate assets. Certain other trademarks and service marks of Motorola are
registered in relevant markets. Motorola's increasing focus on marketing products directly to consumers is reflected in an increasing emphasis on
brand equity creation and protection. The DIGITAL DNA brand remains a strong and highly visible presence in Motorola's semiconductor
branding strategy.

Environmental Quality. Motorola operations are from time to time the subjects of investigations, conferences, discussions and
negotiations with various federal, state and local environmental agencies with respect to the discharge or cleanup of hazardous waste and
compliance by those operations with environmental laws and regulations. The balance of the response to this section of Item 1 incorporates by
reference the information contained under the captions "Environmental" and "Other" in Note 9, "Commitments and Contingencies" of the Notes
to Consolidated Financial Statements contained in the appendix to Motorola's Proxy Statement for the 2003 annual meeting of stockholders.

Employees. At December 31, 2002, there were approximately 97,000 employees of Motorola and its subsidiaries, as compared to
approximately 111,000 employees at December 31, 2001, a 13% decline.
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Financial Information About Foreign and Domestic Operations and Export Sales. Domestic export sales to third parties were $1.4 billion,
$2.2 billion and $1.9 billion for the years ended December 31, 2002, 2001 and 2000, respectively. Domestic export sales to affiliates and
subsidiaries, which are eliminated in consolidation, were $4.7 billion, $4.9 billion and $7.3 billion for the years ended December 31, 2002, 2001
and 2000, respectively.

The remainder of the response to this section of Item 1 incorporates by reference Note 9, "Commitments and Contingencies" of the Notes to
Consolidated Financial Statements and the "Results of Operations 2002 Compared to 2001" and "Results of Operations 2001 Compared to 2000"
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sections of "Management's Discussion and Analysis of Financial Condition and Results of Operations" contained in the appendix to Motorola's
Proxy Statement for the 2003 annual meeting of stockholders.

Business Risk Factors

Except for historical matters, the matters discussed in this Form 10-K are forward-looking statements that involve risks and uncertainties.
Forward-looking statements include, but are not limited to, statements under the following headings: (i) "Industry Environment and Our
Business," about improvement in our markets and opportunity for growth; (ii) "Personal Communications Segment," about growth opportunity
with the transition to 3G technologies, the impact of our strategy, continued focus on cost competitive strategies, the impact from the loss of key
customers, the timing and impact of new product introductions, our software strategy, expected shipments during 2003, the allocation and
regulation of frequencies, the impact of the significant cost for 3G licenses, component shortages, the availability of supplies and labor, the
seasonality of the business and location of product manufacturing; (iii) "Semiconductor Products Segment," about growth in markets,
establishing new partnerships to supplement internal manufacturing capacity and to share the cost of developing next generation technologies,
facility closures, impact of our new business model, plans to license intellectual property, impact from the loss of key customers, expected
shipments during 2003, backlog and the availability of supplies and labor; (iv) "Global Telecom Solutions Segment," about the timing and
volume of the build-out of next-generation infrastructure systems, our strategy to become a total system supplier, planned employee reductions,
the impact from the loss of key customers, vendor financing, the impact of the significant cost for 3G licenses and the availability of supplies
and labor; (v) "Commercial, Government and Industrial Solutions Segment," about the new opportunities in the safety and security markets, the
impact of mega-systems, including on our competitive position, the impact of the formation of the U.S. Homeland Security Department, our
growth platform, the impact from the loss of key customers, allocation and regulation of frequencies, expected shipments during 2003 and the
availability of supplies and labor; (vi) "Broadband Communications Segment," about the impact from the loss of key customers, the impact of
competitive changes, the impact of regulatory matters, expected shipments during 2003, and the availability of supplies and labor;

(vii) "Integrated Electronic Systems Segment," about the impact from the loss of key customers, expected shipments during 2003, and the
availability of supplies and labor; (viii) "Other Information," about the impact from the loss of key customers, expected shipments during 2003,
competitiveness through research and development and utilization of technology; and (ix) "Item 3: Legal Proceedings," about the ultimate
disposition of pending legal matters.

We wish to caution the reader that the following important business risks and factors, and those business risks and factors described
elsewhere in this report or our other Securities and Exchange Commission filings, could cause our actual results to differ materially from those
stated in the forward-looking statements.

Impact of the Economic Recession

Our business has been very negatively impacted by the economic recession that began in the latter part of 2000. We incurred sizeable net
losses in 2001 and 2002. The success of ongoing changes in fiscal, monetary and regulatory policies worldwide and the duration of the war in
Iraq will continue to influence the economy's rate of recovery. If these actions are not successful, and/or the war is longer than currently
anticipated, the economic recovery could slow and our business will continue to be negatively impacted as our customers buy fewer products
and services from us.
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Downturn in the Telecommunications Industry

The economic recession and "dot com" bust has had a materially negative impact on the worldwide telecommunications industry over the
last 2 years. The rate at which the telecommunications industry improves is critical to our ability to improve our overall financial performance.
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Uncertainty of Current Economic and Political Conditions

Current conditions in the domestic and global economies are extremely uncertain. As a result, it is difficult to estimate the level of growth
for the economy as a whole. It is even more difficult to estimate growth in various parts of the economy, including the markets in which we
participate. Because all components of our budgeting and forecasting are dependent upon estimates of growth in the markets we serve and
demand for our products, the prevailing economic uncertainties render estimates of future income and expenditures even more difficult than
usual to make. The future direction of the overall domestic and global economies will have a significant impact on our overall performance.

The war in Iraq and other global conflicts, including in the Middle East and North Korea, are creating many economic and political
uncertainties that are impacting the global economy. A longer than anticipated war in Iraq or continued escalation of other conflicts could
severely impact demand for our products. In addition, because of the uncertainties caused by these conflicts it is very difficult to determine the
impact on the struggling economy and how our business will perform.

The terrorist attacks in 2001 created many economic and political uncertainties that have severely impacted the global economy. We
experienced a further decline in demand for our products after the attacks. The potential for future terrorist attacks is creating worldwide
uncertainties and makes it very difficult to determine the impact on the struggling economy and how our business will perform.

Impact of Cost-Reduction Efforts

Since the second half of 2000, we have been reducing costs and simplifying our product portfolios in all of our businesses. We discontinued
product lines, exited businesses, consolidated manufacturing operations and reduced our employee population by approximately 50,000.

The impact of these cost-reduction efforts on our sales and profitability may be influenced by:
Our ability to successfully complete these ongoing efforts;
Our ability to generate the level of cost savings we expect and/or that are necessary to enable us to effectively compete;
The risk that we may not be able to retain key employees;
Our manufacturing capacity; and
The performance of other parties under outsourcing arrangements.

An important cost-reduction action is to reduce the number of our facilities, including manufacturing facilities. All of our businesses have
exited facilities and/or consolidated facilities. As a result, our products are manufactured in fewer facilities. While we have business continuity
and risk management plans in place in case capacity is significantly reduced or eliminated at a given facility, with fewer alternative facilities
manufacturing could be disrupted for longer periods of time. As a result, we could have difficulties fulfilling our orders and our sales and profits
could decline.
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Another cost-reduction action has been to develop outsourcing arrangements for the design and/or manufacture of certain products and
components. If these third parties fail to deliver quality products and components on time and at reasonable prices, we could have difficulties
fulfilling our orders and our sales and profits could decline.

Cost of Licenses to Use Radio Frequencies

Radio frequencies are required to provide wireless services. The allocation of frequencies is regulated in the United States and other
countries throughout the world and limited spectrum space is allocated to wireless services. The growth of the wireless communications industry
may be affected if adequate frequencies are not allocated or, alternatively, if new technologies are not developed to better utilize the frequencies
currently allocated for such use.

Industry growth has been and may continue to be affected by the cost of new licenses required to use frequencies and the related frequency
relocation costs. Typically, governments sell these licenses at auctions. Over the last several years, the costs of these licenses and the related
frequency relocation costs have increased significantly, particularly for frequencies used in connection with 3G technology. The significant cost
for licenses and related frequency relocation costs have slowed and may continue to slow the growth of the industry. Growth is slowed because
some operators have funding constraints limiting their ability to purchase new licenses, pay the relocation costs or technology to upgrade
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systems and the financial results for a number of our business have been affected by the industry's rate of growth.
Adequate Supplies

Our ability to meet customer demands depends, in part, on our ability to obtain timely and adequate delivery of materials, parts and
components from our suppliers and internal manufacturing capacity. We have experienced shortages in the past, including components for
wireless handsets, that have adversely affected our operations. Although we work closely with our suppliers to avoid these types of shortages,
there can be no assurances that we will not encounter these problems in the future. A reduction or interruption in supplies or a significant
increase in the price of one or more supplies could have a material adverse effect on our businesses.

Financial Flexibility

From time to time we access the capital markets to obtain long-term financing. Although we believe that we can continue to access the
capital markets in 2003 on acceptable terms and conditions, our flexibility with regard to long-term financing activity could be limited by the
Company's current levels of outstanding debt and our credit ratings. In addition, many of the factors that affect our ability to access the capital
markets, such as the liquidity of the overall capital markets and the current state of the economy, including in particular the health of the
telecommunications and semiconductor industries are outside of our control. There can be no assurances that we will continue to have access to
the capital markets on favorable terms.

Our credit ratings have been downgraded several times over the last two years, most recently on June 14, 2002. While we remain an
investment grade credit, if our ratings were to decline two levels from the current ratings we would no longer be considered investment grade.
Our financial flexibility would be reduced and our cost of borrowing would increase. Some of the factors that impact our credit ratings,
including the overall economic heath of the telecommunications and semiconductor industries, are outside of our control. There can be no
assurances that our current credit ratings will continue.

Our commercial paper is rated "A-2/P-2". Given the much smaller size of the market for commercial paper rated "A-2/P-2" and the number
of large commercial paper issuers in this market, commercial paper or other short-term borrowings may be unavailable or of limited availability

to
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participants in this market. Although we continue to issue commercial paper, we have greatly reduced it as a funding source. There can be no
assurances that we will continue to have access to the commercial paper markets on favorable terms.

Ability to Draw under Credit Facilities and Renew One-Year Facility

We view our existing one-year and three-year revolving domestic credit facilities as sources of available liquidity. These facilities contain
various conditions, covenants and representations with which we must be in compliance in order to borrow funds. We have never borrowed
under these facilities. If we wish to borrow under these facilities in the future, there can be no assurance that we will be in compliance with these
conditions, covenants and representations. By its terms, the one-year credit facility expires on May 29, 2003. We anticipate renewing the facility
on terms at least as favorable as the existing facility, but there can be no assurances of renewal or the terms on which we renew.

Strategic Acquisitions and the Integration of New Businesses

In order to position ourselves to take advantage of growth opportunities, we have made, and may continue to make, strategic acquisitions
that involve significant risks and uncertainties. These risks and uncertainties include: (1) the difficulty in integrating newly-acquired businesses
and operations in an efficient and effective manner; (2) the challenges in achieving strategic objectives, cost savings and other benefits from
acquisitions; (3) the risk that our markets do not evolve as anticipated and that the technologies acquired do not prove to be those needed to be
successful in those markets; (4) the potential loss of key employees of the acquired businesses; (5) the risk of diverting the attention of senior
management from our operations; (6) the risks of entering new markets in which we have limited experience; (7) difficulties in expanding
information technology systems and other business processes to accommodate the acquired businesses; and (8) future impairments of goodwill
of an acquired business.

Many acquisition candidates in the industries in which we participate carry higher relative valuations than we do. This is particularly
evident in software and services businesses. Acquiring a business that has a higher valuation than Motorola is dilutive to our earnings, especially
when the acquired business has little or no revenue. In addition, we may not pursue opportunities that are highly dilutive to earnings and have, in
the past, foregone such acquisitions.
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Key employees of acquired businesses may receive substantial value in connection with a transaction in the form of change-in-control
agreements, acceleration of stock options and the lifting of restrictions on other equity-based compensation rights. To retain such employees and
integrate the acquired business, we may offer additional, sometimes costly, retention incentives.

The impact of generally accepted accounting principles ("GAAP") effective in 2002 may further deter us from pursuing acquisition
candidates the value of which is largely attributable to goodwill. Under GAAP, the recorded goodwill acquired in connection with business
combinations is no longer amortized. An impairment test of the recorded goodwill must be performed at least annually. If the value of goodwill
were impaired, we would be required to recognize a charge against our earnings. Uncertainty as to the timing and magnitude of any such charge
would influence our decision to acquire businesses whose values far exceed their tangible assets.

Strategic Alliances

Our success is, in part, dependent upon our ability to effectively partner with other industry leaders to meet customer product and service
requirements and our design and technology innovations.
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Fluctuations in the Fair Values of Portfolio Investments

We hold a portfolio of investments in various issuers. Since the majority of these securities represent investments in technology companies,
the fair market values of these securities are subject to significant price volatility and, in general, have suffered severe declines in market value
since mid-2000. In addition, the realizable value of these securities is subject to market and other conditions.

We also have invested in numerous privately-held companies, many of which can still be considered in startup or developmental stages.
These investments are inherently risky as the market for the technologies or products they have under development are typically in the early
stages and may never materialize. We could lose all or substantially all of our investments in these companies, and in some cases have.

Future Possible Impairment of Certain Assets

Under GAAP, effective in 2002, we recorded goodwill acquired in connection with business combinations and performed an impairment
test on the recorded goodwill, as it is no longer amortized, at least annually. If the value of goodwill is impaired, we are required to recognize a
charge against our earnings. As of December 31, 2002, the net book value of goodwill was $1.4 billion. If all or a portion of this goodwill
became impaired, it would negatively impact our earnings.

Under GAAP, the Company also must assess the value of its property, plant and equipment to evaluate whether those assets are impaired. If
the value of those assets is impaired, we are required to recognize a charge against our earnings. As of December 31, 2002, the net book value of
those assets was $6.1 billion. In 2002, the Company recorded fixed asset impairment charges of $1.4 billion, primarily related to manufacturing
facilities. Additional impairment charges would negatively impact our earnings.

Under GAAP, the Company also must assess the value of its investment portfolio to evaluate whether those assets are impaired. If the value
of those assets is impaired, we are required to recognize a charge against our earnings. As of December 31, 2002, the net book value of those
assets was $2.1 billion. In 2002, the Company recorded investment portfolio impairment charges of $1.3 billion. Additional impairment charges
would negatively impact our earnings.

Deferred Tax Assets

If the Company continues to operate at a loss or is unable to generate sufficient future taxable income in certain jurisdictions, or if there is a
significant change in the actual effective tax rates or time period within which the underlying temporary differences become taxable or
deductible, the Company could be required to increase its valuation allowance against its deferred tax assets resulting in an increase in its
effective tax rate and an adverse impact on future operating results.

Recruitment and Retention of Employees

Competition for key technical personnel in high-technology industries is intense. We believe that our future success depends in large part
on our continued ability to hire, assimilate and retain qualified engineers and other highly-skilled personnel needed to compete and develop
successful new products. We may not be as successful at recruiting, assimilating and retaining these highly-skilled personnel as our competitors,
especially because of our recent employee reductions.
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Changes in Government Policy or Economic Conditions

Our results may be affected by changes in trade, monetary and fiscal policies, laws and regulations, or other activities of U.S. and non-U.S.
governments, agencies and similar organizations. Our results may also be affected by social and economic conditions, which impact our
operations, including in
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emerging markets in Asia and Latin America and in markets subject to ongoing political hostilities and war, including the Middle East.
Risk Related to Our International Operations and Sales

Our customers are located throughout the world and more than half of our sales are outside of the U.S. In addition, we have many
manufacturing, administrative and sales facilities outside the U.S., more than half of our products are manufactured outside the U.S. and,
approximately 54% of our employees are employed outside the U.S.

As with all companies that have sizeable sales and operations outside the U.S., we are exposed to risks that could negatively impact sales
and/or profitability, including from: (1) tariffs and trade barriers; (2) regulations related to customs and import/export matters; (3) longer
payment cycles; (4) tax issues; (5) currency fluctuations; (6) challenges in collecting accounts receivable; (7) cultural and language differences;
and (8) employment regulations.

Many of our products that are manufactured outside of the U.S. are manufactured in Asia. In particular, we have sizeable operations in
China, including manufacturing operations and 14% of our sales are made in China. The legal system in China is still developing and is subject
to change. Accordingly, our operations and orders for products in China could be adversely impacted by changes to or interpretation of Chinese
law. Further, if manufacturing in the region was disrupted, our overall capacity could be significantly reduced and sales and/or profitability
could be negatively impacted.

We have operations, including manufacturing operations, in Israel and also sell our products there. The current hostilities in the region
could negatively impact our operations in Israel and our sales in the whole region.

Uncertainties of the Internet

There are currently few laws or regulations that apply directly to access to, or commerce on, the Internet. We could be adversely affected by
any such regulation in any country where we operate. The adoption of such measures could decrease demand for our products and at the same
time increase the cost of selling such products.

Outcome of Litigation; Protection of Patents

Our results could be materially adversely impacted by unfavorable outcomes to any pending or future litigation, including any relating to
the Iridium project.

Our results may be affected by the outcome of pending and future litigation and the protection and validity of patents and other intellectual
property rights. Our patent and other intellectual property rights are important competitive tools and many generate income under license
agreements. There can be no assurances as to the favorable outcome of litigation or that intellectual property rights will not be challenged,
invalidated or circumvented in one or more countries.

Uncertainties Related to Insurance

The Company has many types of insurance coverage. Since the terrorist attacks on September 11, 2001, the cost of insurance has increased,
deductibles have increased, and in some cases, insurance has not been available. Motorola also self insures for some risks and obligations. As
insurance becomes more expensive or unavailable, we may have to self insure for more matters. If there are large losses related to self insured
matters our financial performance will be impacted.
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Rapid Technological Change
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The markets for our products are characterized by rapidly changing technologies, frequent new product introductions, short product life
cycles and evolving industry standards. Our success depends, in substantial part, on the timely and successful introduction of new products and
upgrades of current products to comply with emerging industry standards and to address competing technological and product developments
carried out by our competitors. The development of new, technologically-advanced products is a complex and uncertain process requiring high
levels of innovation, as well as the accurate anticipation of technological and market trends. Products may contain defects or errors that are
detected only after deployment. If our products are not competitive or do not work properly our business will suffer.

Development of New Products and Technologies

Our results are subject to risks related to our significant investment in developing and introducing new products, such as: (1) advanced
digital wireless handsets; (2) CDMA 1X, UMTS and other technologies for 3G wireless networks; (3) products for transmission of telephony
and high-speed data over hybrid fiber coaxial cable systems; (4) integrated digital radios; (5) integrated public safety solutions and (6) advanced
semiconductor products. These risks include: (i) difficulties and delays in the development, production, testing and marketing of products;

(i1) customer acceptance of products; (iii) the development of industry standards; (iv) the significant amount of resources we must devote to the
development of new technology; and (v) the ability to differentiate our products and compete with other companies in the same markets.

Transition to Newer Digital Technologies

Our success, in part, will be affected by the ability of our wireless businesses to continue our transition to newer digital technologies,
particularly 3G technology, and successfully compete in that business and gain market share. We face intense competition in these markets from
both established companies and new entrants. Product life cycles can be short and new products are expensive to develop and bring to market.

Demand for Customer Financing

The competitive environment in which we operate may require us to provide long-term customer financing to win a contract. Customer
financing arrangements may include all or a portion of the purchase price for our products and services, as well as working capital. In some
circumstances these loans can be very large. We may also assist customers in obtaining financing from banks and other sources and may also
provide financial guarantys on behalf of our customers. Our success, particularly in our infrastructure businesses, may be dependent, in part,
upon our ability to provide customer financing on competitive terms.

Customer Credit Risk

While we have generally been able to place a portion of our customer financings with third-party lenders, a portion of these financings are
supported directly by us. There can be higher risks associated with some of these financings, particularly when provided to start-up operations
such as local network providers, to customers in developing countries, or to customers in specific financing-intensive areas of the industry (such
as 3G wireless operators). At the end of 2002, we had reserves of $2.3 billion relating to our finance receivables primarily due to customer
defaults. Should additional customers fail to meet their obligations on new or existing loans, losses could be incurred and such losses could have
an adverse effect on us.
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Risks from Large System Contracts

We are exposed to risks due to large system contracts for infrastructure equipment and the resulting reliance on large customers. These
include: (1) the technological risks of such contracts, especially when the contracts involve new technology, and (2) the financial risks to us
under these contracts, including the estimates inherent in projecting costs associated with large contracts and the related impact on operating
results. We are also facing increasing competition from traditional system integrators and the defense industry as system contracts get larger and
more complicated. Political developments can impact the nature and timing of these large contracts.

Renewed Growth in the Cable Industry

The cable industry is a major customer of our Broadband Communications segment. Primarily due to the economic recession that began in
2001 and in an effort to improve their cash flow and lower their cost structure, cable operators significantly reduced their capital spending in
2001 and 2002. The ability of that segment to grow is dependent, in part, on growth in the cable industry and that industry's ability to compete
with other entertainment providers.

Impact of Consolidations in the Telecommunications and Cable Industries
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The telecommunications and cable industries have experienced significant consolidation and this trend is expected to continue. We and one
or more of our competitors may each supply products to the companies that have merged or will merge. This consolidation could result in delays
in purchasing decisions by the merged companies and/or Motorola playing a lesser role in the supply of communications products to the merged
companies.

Because of continuing consolidation within the cable industry worldwide, a small number of operators own a majority of cable television
systems and account for a significant portion of the capital spending made by cable television system operators. Last year, sales to the
Broadband Communications segment's largest customer, Comcast, which merged with AT&T Broadband in 2002, represented approximately
40% of the Broadband Communications segment's total sales.

Regulatory and other Changes Impacting our Cable Products

Currently, reception of digital television programming from the cable broadband network requires a set-top terminal with certain
technology. This security technology has limited the availability of set-top terminals to those manufactured by a few cable network
manufacturers, including Motorola. The FCC enacted regulations requiring separation of security functionality from set-top terminals to increase
competition and encourage the sale of set-top terminals in the retail market. Traditionally, cable service providers sold or leased the set-top
terminal to their customer. As the retail market develops for set-top terminals, sales of our set-top terminals may be negatively impacted.

The FCC has mandated that digital tuners to enable access to cable networks be incorporated into television sets by 2006. As a result, sales
of set-top terminals may be negatively impacted.

Recovery from Semiconductor Market Recession

During the second half of 2002, the semiconductor industry appeared to be beginning to recover from the recent industry-wide recession.
There can be no assurances that this recovery will continue or the rate of any such recovery.

Ability to Compete in Semiconductor Market

Our success is dependent, in part, on the ability of our semiconductor business to compete in the highly competitive semiconductor market.
Factors that could adversely affect our ability to compete

33

include: (1) production inefficiencies and higher costs related to underutilized facilities; (2) shortage of manufacturing capacity for some
products; (3) competitive factors, such as rival chip architectures, mix of products, acceptance of new products and price pressures; (4) risk of
inventory obsolescence due to shifts in market demand; (5) renewed growth of embedded technologies and systems and our ability to compete in
that market; and (6) the effect of orders from our equipment businesses.

Success and Impact of Increased Use of Semiconductor Foundry and Contract House Manufacturing Capacity and Partnerships

The success of our semiconductor business may be dependent on its ability to increase utilization of foundry and contract house
manufacturing capacity and partner with other manufacturers to share costs of funding major capital projects, including research and
development. These efforts may impact our capital expenditures, production costs and ability to satisfy delivery requirements.

Renewed Growth in the Automobile Industry

Demand for our automotive products is linked to consumer demand for automobiles. The automobile industry has been adversely impacted
by the economic recession. Renewed growth for automotive products is partially dependent on increased vehicle production in the U.S. and
Europe.

Additional Risk Factors Included In Proxy Statement

Certain portions of Motorola's Proxy Statement for the 2003 annual meeting of stockholders including Management's Discussion and
Analysis and Consolidated Financial Statements are incorporated by reference into this Form 10-K. There are additional important factors
included therein, including those beginning on page F-33 of the appendix to Motorola's Proxy Statement for the 2003 annual meeting of
stockholders.
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Available Information

We make available free of charge through our website, www.motorola.com, our annual reports on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K, proxy statements and all amendments to those reports as soon as reasonably practicable after such
material is electronically filed with the Securities and Exchange Commission. These reports may also be obtained without charge by contacting
Investor Relations, Motorola, Inc., Corporate Offices, 1303 East Algonquin Road, Schaumburg, Illinois 60196, E-mail:

investors @motorola.com, phone: 1-800-262-8509. Our Internet website and the information contained therein or incorporated therein are not
intended to be incorporated into this Annual Report on Form 10-K.

® Reg. U.S. Patent & Trademark Office.

MOTOROLA and the Stylized M Logo are registered in the U.S. Patent and Trademark office. JAVA is a registered trademark of Sun
Microsystems, Inc. in the U.S. and other countries. All other products or service names are the property of their respective owners.
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PART IV

Item 15: Exhibits, Financial Statement Schedules and Reports on Form 8-K

(©
Exhibits:

Exhibit
No. Exhibit

23 Consent of KPMG LLP. See page 36 of the Annual Report on Form 10-K/A of which this
Exhibit Index is a part.

99.1  Certification of Christopher B. Galvin pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

99.2  Certification of David W. Devonshire pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

99.3  Certification of Christopher B. Galvin pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

99.4  Certification of David W. Devonshire pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.
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CONSENT OF INDEPENDENT AUDITORS

The Board of Directors
Motorola, Inc.:
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We consent to incorporation by reference in the registration statements on Form S-8 (Nos. 33-59285, 333-51847, 333-65941, 333-88735,
333-36308, 333-37114, 333-53120, 333-60560, 333-60612, 333-60976, 333-87724, 333-87728, 333-87730 and 333-104259) and on Form S-3
(Nos. 333-75940, 333-76637 and 333-36320) of Motorola, Inc. of our reports dated January 21, 2003, except as to the fifth paragraph of Note 9,
which is as of March 4, 2003, with respect to the consolidated balance sheets of Motorola, Inc. and Subsidiaries as of December 31, 2002 and
2001, and the related consolidated statements of operations, stockholders' equity and cash flows and the related financial statement schedule for
each of the years in the three-year period ended December 31, 2002, which reports appear in or are incorporated by reference in the annual
report on Form 10-K/A of Motorola, Inc. for the year ended December 31, 2002. Our report on the consolidated financial statements refers to the
adoption of the provisions of Statement of Financial Accounting Standards No. 142 "Goodwill and Other Intangible Assets" on January 1, 2002.

/s KPMG LLP

Chicago, Illinois
April 18, 2003
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SIGNATURE

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Motorola, Inc. has duly caused this
Amendment No. 1 on Form 10-K/A to be signed on its behalf by the undersigned, thereunto duly authorized.

MOTOROLA, INC.

By: /s/ ANTHONY KNAPP

Anthony Knapp
Senior Vice President and Controller

April 18, 2003
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EXHIBIT INDEX

Exhibit
No. Exhibit

*23  Consent of KPMG LLP. See page 36 of the Annual Report on Form 10-K/A of which this
Exhibit Index is a part.

*99.1  Certification of Christopher B. Galvin pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

*99.2  Certification of David W. Devonshire pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

*99.3  Certification of Christopher B. Galvin pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

*99.4  Certification of David W. Devonshire pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

Filed herewith
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