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Phoenix, AZ 85004

Independent Auditors’ Report

Profit Sharing Committee
Motorola, Inc. 401(k) Profit Sharing Plan:

We have audited the accompanying statements of net assets available for benefits of the Motorola, Inc.

401(k) Profit Sharing Plan as of December 31, 2002 and 2001, and the related statements of changes in net -

assets available for benefits for the years then ended. These financial statements are the responsibility of
the Plan’s management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test -

basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes

assessing the accounting principles used and significant estimates made by management, as well as -

evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion. ‘

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
assets available for benefits of the Motorola, Inc. 401(k) Profit Sharing Plan as of December 31, 2002 and

2001, and the changes in net assets available for benefits for the years then ended, in conformity with

accounting principles generally accepted in the United States of America.

Our audits were performed for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplemental schedule H, Line 4(i), schedule of assets held for investment purposes at end of
year, is presented for the purpose of additional analysis and is not a required part of the basic financial
statements but is supplementary information required by the Department of Labor’s Rules and Regulations
for Reporting and Disclosure under the Employee Retirement Income Security Act of 1974. The
supplemental schedule is the responsibility of the Plan’s management. The supplemental schedule has been
subjected to the auditing procedures applied in the audits of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

KPMG LP

Phoenix, Arizona
June 9, 2003




MOTOROLA, INC. 401(k) PROFIT SHARING PLAN

Statements of Net Assets Available for Benefits
December 31, 2002 and 2001

Assets:
Investments at fair value:

U.S. Government and agencies securities
Corporate bonds and debentures
Motorola, Inc. capital stock
Investments in registered investment companies
Investments in common/collective trust
Short-term and other investments
Plan interest in master trust
Participant loans

Total investments

Receivables:
Rollover contributions
Employer contributions
Pending trade sales
Income receivable

Total receivables
| Total assets
Liabilities:
Pending trade purchases
Other
Total liabilities

Net assets available for benefits

See accompanying notes to financial statements.

2002

2001

(In thousands)

241,479 138,754
233,866 267,290
474,520 770,670
35,353 98,199
1,311,708 1,511,250
5,155 53
2,023,555 2,658,216
123,532 169,863
4,449,168 5,614,295
36 184

8,086 13,703
1,124 4,532
7,025 6,965
16,271 25,384
4,465,439 5,639,679
4,429 10,478

199 191

4,628 10,669
4,460,811 5,629,010




MOTOROLA, INC. 401(k) PROFIT SHARING PLAN

Statements of Changes in Net Assets Available for Benefits

Years ended December 31, 2002 and 2001

Investment income (loss):
Net depreciation in fair value of investments
Interest
Dividends
Plan interest in investment loss in master trust

Total investment loss

Contributions:
Participants
Employer
Rollover

Total contributions

Deductions from net assets attributed to:
Benefits paid to participants
Loan default distributions
Administrative and other expenses

Total deductions

Net decrease before transfers
Net transfer of assets relating to acquisitions

Net decrease

Net assets available for benefits:
Beginning of year

End of year

See accompanying notes to financial statements.

$

2002 2001 ¥

(In thousands)
(614,932) (393,647)
35,090 41,608
8,272 8,127
(256,612) (120,400)
(828,182) (464,312)
282,380 335,244
100,797 166,027
12,483 16,316
395,660 517,587
713,413 511,300
15,820 21,322
7,774 10,514
737,007 543,136

(1,169,529) (489,861) .

1,330 97,935
(1,168,199) (391,926)
5,629,010 6,020,936
4,460,811 5,629,010
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MOTOROLA, INC. 401(k) PROFIT SHARING PLAN
Notes to Financial Statements

December 31, 2002 and 2001

Description of Plan

The following description of the Motorola, Inc. 401(k) Profit Sharing Plan (the Plan) provides only general
information. Participants should refer to the Plan agreement for a more complete description of the Plan’s
provisions.

()

(b)

General

The Plan is a defined contribution plan sponsored by Motorola, Inc. and certain subsidiaries (the
Company) covering substantially all domestic employees. Employees become eligible to contribute
to the Plan as of the third pay period after they begin work. Participants are eligible to receive
Company contributions to their account on the first of the month following their first (or a
subsequent) employment anniversary, after they have completed an anniversary year in - which they

worked at least 1,000 hours.

~During 2002, the Plan was amended to incorporate certain provisions of the Economic Growth and

Tax Relief Reconciliation Act of 2001 (EGTRRA).

Effective October 1, 2002, the Plan was amended to convert a portion of the Plan to a stock bonus
plan and non- leveraged employee stock ownership plan (ESOP). The ESOP portlon of the Plan is
designed to invest primarily in shares of the Company’s common stock.

Contributions

Effective April 1, 2002, participants may elect to contribute up to 30% of their pre-tax compensation,
up to the annual deferral limit set by the Internal Revenue Code (IRC). Prior to April 1, 2002,
participants could contribute up to 20% of their pre-tax compensation subject to IRC annual deferral
limitations. The annual deferral limits as set by the IRC were $11,000 and $10,500 in 2002 and 2001,
respectively.

Effective February 3, 2002, the Company made matching contributions to participants equal to $0.50
for each dollar of participant deferrals up to 6% of pre-tax compensation, not to exceed 3% of pre-
tax compensation for the period. If during any Plan year beginning on or after January 1, 2002, the
total matching contribution made on behalf of a participant during the Plan year does not equal the
maximum amount of matching contribution required, and the participant satisfies certain specified
requirements, the Company shall within 30 days after the Plan year-end, make a lump sum
contribution to the participant’s account equal to the difference between the required matching
contribution and the amount actually made. Prior to 2002, participant deferrals up to 3% of
compensation were matched by the Company on a dollar-for-dollar basis and participant deferrals
between 3% and 6% of compensation were matched at fifty cents for each dollar deferred.

The Company may also make a profit sharing contribution to the Plan. The profit sharing
contribution is 7.5% of pretax worldwide earnings (as defined), reduced by a formula which
compares the compensation paid by participating companies to worldwide compensation. Total
matching contributions made to all participants during the year are subtracted from the profit sharing
formula amount to determine the profit sharing contribution for the year. There was no profit sharing
contribution made for 2002 and 2001.

6 ' (Continued)
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MOTOROLA, INC. 401(k) PROFIT SHARING PLAN
Notes to Financial Statements
December 31, 2002 and 2001

Participant Accounts

Each participant’s account is credited with the participant’s elective deferrals, Company matching
and profit sharing contributions, and investment earnings (losses), including administrative expense.
The benefit to which a participant is entitled is the benefit that can be provided from the participant’s
account. For the years ended December 31, 2002 and 2001, all forfeiture amounts of $107,000 and
$176,000, respectively, were used to offset the Company contributions.

Vesting

‘Participants are fully vested in their elective deferrals and related earnings at all times. A participant

who earns an hour of service on or after July 1, 2000 will be 100% vested in employer contributions
and earnings thereon. For terminations prior to July 1, 2000, employer contributions vest as follows:

Years of Service Percentage
Before 3 years of service : 50%
After 3 years of service 60%
After 4 years of service 80%
After.5 years of service , 100%

The participants become 100% vested in their account balances upon reaching normal retirement
age, total and permanent disability, death, or Plan termination.

The portion of employer contribution not vested upon termination of employment are forfeited and
are used to offset Company contributions.

Benefits

At the option of the participant, distributions from the Plan may be made in the form of: (a)a
lump-sum distribution with the option of receiving shares from the Motorola Stock Fund, shares of
Motorola stock or cash, (b) annual distributions from the Plan (available only to retiring participants)
or combinations thereof. Participants hired after January 1, 1996 may not elect the Annuity or
Annual Distribution options. Partial distributions (with a minimum of $5,000) are made available to
participants, with no more than one distribution in any three-month period. Participants are not
required to cash out their entire benefits at age 70 (although this requirement applies to
beneficiaries). Additionally, in-service withdrawals are extended to participants who have attained
age 59-1/2 for pretax, post-tax, and rollover contributions. Hardship withdrawal of rollover
contributions is permitted.

Effective January 1, 2002, a participant who has attained the age of 70-1/2 and who 1s an employee
of the Company may withdraw all or any portion of his/her account. A participant may not take more
than one withdrawal in any six-month period, and the minimum withdrawal shall be $200.

Effective January 1, 2002, a participant who is an employee of the Company and who has made a
rollover transfer into the Plan may withdraw all or any portion of his/her rollover transfer amounts at
any time. A participant may not take more than one withdrawal in any six-month period, and the
minimum withdrawal shall be $200.

7 (Continued)
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MOTOROLA, INC. 401(k) PROFIT SHARING PLAN
Notes to Financial Statements

December 31, 2002 and 2001

Participant Loans

Participants may borrow from their fund accounts a minimum of $1,000 up to a maximum equal to
the lesser of $50,000 less their highest outstanding loan balance in the last 12 months or 50% of their
vested account balance. Loan transactions are treated as a transfer to/from the investment fund to the
Participant Loan Fund. Loan terms range from 1-5 years or up to 10 years for the purchase of a
primary residence. The loans are secured by the balance in the participant’s account and bear interest
at a reasonable interest rate commensurate with local prevailing rates as determined quarterly by the
Plan administrator. Interest rates are based on the prime rate (published in the Wall Street Journal)
plus 0.5% and plus 0.3% (loan insurance fee) unless the Plan administrator determines the interest
rate is not reasonable. Principal and interest is paid ratably through payroll deductions. A $50
processing fee is charged for loans.

Plan Termination

Although the Company has not expressed any intent to do so, it may terminate the Plan at any time.
It has the right under the Plan to discontinue contributions at any time and terminate the Plan subject
to the provisions of ERISA. If the Plan is terminated, all participants’ accounts will become 100%
vested.

Summary of Significant Accounting Policies

(@)

(b)

(©

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis and present the net
assets available for benefits and changes in those net assets.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets available for benefits and changes therein. Actual results could differ
from those estimates.

Investment Valuation and Income Recognition

Investments in common stock, corporate debt instruments, government securities and mutual funds
are stated at fair value as determined by quoted market prices in an active market. Investments in
common/collection trust funds are stated at established fair values, which have been determined
based on unit values of the funds. Unit values are determined by the bank sponsoring such funds by
dividing the funds’ net asset at fair value by its units outstanding at the valuation dates. The fair
value of the Plan’s interest in the master trust is based on the beginning of year value of the Plan’s
interest in the trust plus actual contributions and allocated investment income less actual distributions
and allocated administrative expenses.

The purchases and sales of securities are recorded on a trade-date basis.

Loans to participants are valued at cost, which approximates fair value.

8 (Continued)
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MOTOROLA, INC. 401(k) PROFIT SHARING PLAN
Notes to Financial Statements
December 31, 2002 and 2001

Interest income is recorded as earned on the accrual basis. Dividends are recorded on the ex-dividend
date.

(d) Administrative and Other Expenses

The expenses necessary to administer the Plan are paid out of Plan assets.

(e)  Reclassifications

Certain prior year balances have been reclassified to conform to current year presentation.

Party-in-Interest

Certain Plan investments are managed by Northern Trust. Northern Trust is the trustee as defined by the
Plan and, therefore, these transactions qualify as party-in-interest.

Certain Plan investments are shares of common stock of Motorola, Inc. Motorola, Inc. is the Plan Sponsbr
as defined by the Plan and, therefore, these transactions qualify as a party-in-interest. As of December 31,

. 2002 and 2001, the Plan held 54,857,839 and 51,309,573 shares of Motorola common stock, respectively.

The Plan purchased 17,407,781 and 13,390,629 shares of Motorola common stock during the years ended
December 31, 2002 and 2001, respectively. The Plan disposed of 11,719,703 and 6,840,699 shares of
Motorola common stock during 2002 and 2001, respectively.

Investments

At December 31, 2002, the fair value of individual investments which exceeded 5% of net assets available
for benefits are as follows (in thousands):

Motorola, Inc. common stock $ 474,520
MFB NTGI COLTV Daily S&P 500 Equity Index Fund 828,744

At December 31, 2001, the fair value of iﬁdividual investments which exceeded 5% of net assets available
for benefits are as follows (in thousands):

Motorola, Inc. common stock $ 770,670
MFB NTGI COLTV Daily S&P 500 Equity Index Fund 1,181,606

9 (Continued)
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MOTOROLA, INC. 401(k) PROFIT SHARING PLAN
Notes to Financial Statements

December 31, 2002 and 2001

During 2002 and 2001, the Plan’s investments (including gains and losses on investments bought and sold,
as well as held during the year) appreciated (depreciated) in value as follows:

For the year ended December 31, 2002:

U.S. Government and agencies securities
Corporate bonds and debentures

Motorola, Inc. capital stock

Investments in registered investment companies
Investments in common/collective trust
Short-term and other investments

Net depreciation in fair value of investments

For the year ended December 31, 2001:

U.S. Government and agencies securities
Corporate bonds and debentures

Motorola, Inc. capital stock

Investments in registered investment companies
Investments in common/collective trust
Short-term and other investments

Net depreciation in fair-value of investments

Interest in Master Trust

Realized gain Unrealized
(loss) gain (loss)
(In thousands)

272 2,299
2,857 1,935
(13,480) (304,715)
(1,395) (6,276)
(41,246) (249,463)
— Q)
(58,706) (556,226)
$ (614,932)

Realized gain Unrealized

(loss) gain (loss)

(In thousands)

1,245 1,409
885 3,539
(13,669) (216,456)
(1,681) (5,251)
(26,478) (137,210
20 —
(39,678) (353,969)
$ (393,647)

During 2000, a master trust arrangement was established whereby certain of the Plan’s investments are
held in a master trust account at Northern Trust. The master trust also includes the investment assets of the
Motorola, Inc. Pension Plan. Investment income and administrative expenses of the master trust are
allocated to the Plan and the pension plan based on the relative market values of each plan’s net assets on a

daily basis.

10
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MOTOROLA, INC. 401(k) PROFIT SHARING PLAN

Notes to Financial Statements

December 31, 2002 and 2001

The fair value of the investments for the master trust and the Plan’s interest in the master trust at

December 31, 2002 and 2001 is summarized as follows (in thousands):

Bond Pool Investments:
Investments at fair value:
U.S. Government and agencies securities
Corporate bonds and debentures
Investments in common/collective trusts
Investments in registered investment companies
Short-term and other investments

Receivables:
Pending trade sales and income receivable

Liabilities:
Pending trade purchases and other liabilities
Net bond pool investments in master trust

Percentage allocated to the Plan — bond pool investments

Net Plan interest in master trust — bond pool
investments

Stock Pool Investments:
Investments at fair value:
Common and preferred stock
Investments in common/collective trusts
Investments in registered investment companies
Short-term and other investments

Receivables:
Pending trade sales and income receivable

Liabilities:
Pending trade purchases and other liabilities

Net stock pool investments in master trust
Percentage allocated to the Plan — bond pool investments

Net Plan interest in master trust — stock pool
investments

Net Plan interest in master trust

11

2002 2001
574,752 865,228
602,820 715,462
153,889 173,892
128,060 148,852

38.252 8.886

1,497,773 1,912,320

17,318 - 40,838
(75,719) (111,657)

1,439,372 1,841,501
56.945% 57.768%
819,651 1,063,805

2,532,751 371,866
484,859 576,720

52,111 144,534
5.721 2.897
3,075,442 3,996,017
10,229 55,192
(10,329) (48,227)

3,075,342 4,002,982
39.147% 39.831%

1,203,904 1,594,411

2,023,555 2,658,216

(Continued)



MOTOROLA, INC. 401(k) PROFIT SHARING PLAN

Notes to Financial Statements

December 31, 2002 and 2001

The net investment gain (loss) of the master trust for the year ended December 31, 2002 and 2001 is

summarized as follows (in thousands):

Net investment gain (loss):
Bond Pool Investments:

Net appreciation in fair value of investments:
U.S. Government and agencies securities
Corporate bonds and debentures
Investments in common/collective trusts
Investments in registered investment companies
Short-term and other investments

Interest and dividends
Administrative expenses

Weighted average percentage allocated to the Plan — bond pool
investments

Plan interest in master trust investment gain (loss) — bond pool
investments

Stock Pool Investments:
Net depreciation in fair value of investments:
Common and preferred stock
Investments in common/collective trusts
Investments in registered investment companies
Short-term and other investments

Interest and dividends
Administrative expenses

Weighted average percentage allocated to the Plan — stock pool
investments

Plan interest in master trust investment gain (loss) — stock pool
investments

Net Plan interest in master trust investment loss

12

$

2002 2001
40,289 12,852
9,917 26,134
9,848 23,838
11,208 —
1,040 565
72,302 63,389
76,550 107,003
148,852 170,392
(2,304) (2,826)
146,548 167,566
57.136% 56.556%
83,732 94,768
(796,220) (545,094)
(110,499) (67,561)
832 (695)
2,332 1,581
(903,555) (611,769)
48,538 51,924
(855,017) (559,845)
(9,440) (11,527)
(864,457) (571,372)
39.371% 37.658%
(340,344) (215,168)
(256,612) (120,400)

(Continued)
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MOTOROLA, INC. 401(k) PROFIT SHARING PLAN
Notes to Financial Statements

December 31, 2002 and 2001

Federal Income Taxes

The Plan has received a favorable determination letter dated November 21, 2002 from the Internal
Revenue Service regarding the Plan’s Federal income tax status. The Plan qualifies under the provisions of
Section 401(a) of the Internal Revenue Code (IRC) of 1986, as amended. The trust is exempt from Federal
income taxes pursuant to the provisions of Section 501(a) of the Code. The Plan has been amended since
receiving the determination letter. However, the Plan administrator believes that the Plan is designed and is
currently being operated in compliance with the applicable requirements of the IRC.

Transfer of Assets Relating to Acquisitions and Dispositions

Effective February 20, 2002, assets totaling $1,329,739 were transferred into the Plan relating to the River
Delta Networks, Inc. acquisition.

Effective January 3, 2001, assets totaling $906,419 were transferred into the Plan relating to the Software
Corporation of America acquisition.

Effective February 1, 2001 and July 17, 2001, assets totaling $1,526,312 were transferred into the Plan
relating to the Metroworks Corporation acquisition.

Effective February 13, 2001, assets totaling $1,904,681 were transferred into the Plan relating to the
Suncoast Scientific Incorporated acquisition.

Effective April 2, 2001, assets totaling $93,253,047 were transferred into the Plan relating to the General
Instrument Corporation acquisition.

Effective May 21, 2001, assets totaling $344,434 were transferred into the Plan relating to the Wavemark
Technology, Inc. acquisition.

Reconciliation of Financial Statements to Form 5500

The following is a reconciliation of benefits paid to participants per the financial statements to the
Form 5500 (in thousands):

Year ended December 31

2002 2001
Benefits paid to participants per the financial statements $ 713,413 511,300
Add amounts allocated to withdrawing participants at
December 31, 2002 and 2001, respectively 5,972 —
Add amounts for loan default distributions at December 31,
2002 and 2001, respectively , — 21,322
Benefits paid to participants per the Form 5500 $ 719,385 532,622

13 (Continued)



MOTOROLA, INC. 401(k) PROFIT SHARING PLAN
Notes to Financial Statements

December 31, 2002 and 2001

The following is a reconciliation of other receivables per the financial statements to the Form 5500 (in
thousands):

December 31
2002 : 2001
Income receivable per the financial statements $ 7,025 6,965
Rollover receivable 36 184
Net pending trade purchases (3,305 (5,946)
Other receivable per the Form 5500 $ 3,756 1,203

14
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SIGNATURES

The Plan. Pursuant to the requirements of the Securities Exchange Act of
1934, the Profit Sharing Committee of the Motorola, Inc. 401(k) Profit
Sharing Plan has duly caused this annual report to be signed on its behalf by
the undersigned thereunto duly authorized.

MOTOROLA, INC. 401(k) PROFIT
SHARING PLAN

Date: June 27, 2003 By: M %M

Garth L. Milne

Senior Vice President and Treasurer,
Motorola, Inc. and a senior management
member of the Profit Sharing Committee of
the Motorola, Inc. 401(k) Profit Sharing Plan
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INDEPENDENT AUDITORS’ CONSENT

The Board of Directors
Motorola, Inc.:

We consent to incorporation by reference in the Registration Statement No. 33-58714 on Form S-8 of
Motorola, Inc. of our report dated June 9, 2003, relating to the statements of net assets available for
benefits of the Motorola, Inc. 401(k) Profit Sharing Plan as of December 31, 2002 and 2001 and the
related statements of changes in net assets available for benefits for the years then ended and related
supplemental schedule, which report appears in the December 31, 2002 annual report on Form 11-K of

the Motorola, Inc. 401(k) Profit Sharing Plan.
KeM& wp

Phoenix, Arizona
June 27, 2003




CERTIFICATION OF REPORT ON FORM 11-K

In connection with the Annual Report of the Motorola, Inc. 401(k) Profit Sharing Plan
(“Plan”) on Form 11-K for the fiscal year ended December 30, 2002 as filed with the
Securities and Exchange Commission on or about the date hereof, we, the senior
management members of the Profit Sharing Committee of the Plan, certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that:

(1) the Annual Report on Form 11-K for the fiscal year ended December 31, 2002 (the
“11-K”), fully complies with the requirements of Section 13(a) for the Securities
Exchange Act of 1934 (15 U.S.C. 78m), and

(2) information contained in the 11-K fairly presents, in all material respects, the
financial condition and results of operations of the Plan.

This certificate is being furnished solely for purposes of Section 906.
Dated: June 27, 2003

The Senior Management Members of the
Profit Sharing Committee of the Motorola 401(k)

Profit Shari lan
e

Davizﬁ Devonshire
Chairma

Gleﬁn A. Gienko ’

B R~

Rbnald T. Miller
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