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PART |
Item 1. BUSINESS

Ingersoll-Rand Company Limited, a Bermuda compdRyL(imited or the Company), is the successor tehsgll-Rand Company, a New Jersey corporation (8R¢+Nersey), following a corporate
reorganization (the reorganization) that becamecéiffe on December 31, 2001. The reorganizationacaomplished through a merger of a newly-formedger subsidiary into IR-New Jersey. IR-New
Jersey, the surviving company, continues to exgtraindirect, wholly owned subsidiary of IR-LimitdR-Limited and its subsidiaries continue to cecicthe businesses previously conducted by IR-New
Jersey and its subsidiaries. The reorganizatisrbken accounted for as a reorganization of emtitieler common control and accordingly it did restult in any changes to the consolidated amounts of
assets, liabilities and shareholders' equity.

Ingersoll-Rand Company was organized in 1905 utitetaws of the State of New Jersey as a consialiaf Ingersoll-Sergeant Drill Company and the &a&nill Company, whose businesses were
established in the early 1870's.

The Company is a leading provider of climate cdptrmlustrial solutions, infrastructure developmant security and safety products. In each ofetimearkets, the Company offers a diverse product
portfolio that includes well-recognized industréaid commercial brands.

Climate Control
This Segment focuses on markets requiring refrigegas compression technology and services to sedswand to maintain a refrigeration cycle for @eting food and other perishables. Climate Control
includes Thermo King and Hussmann. Hussmann expmtethe greatest demand for its products in ting éimd fourth quarters of the year. This demarsdite from the customers' seasonal construt



cycles and the desire to complete stores pridneg/ear-end holiday season. Climate Control predimeiude: Thermo King transport temperature cdntnits for truck trailers, small trucks, seagoing
containers and air conditioning for buses, and khass refrigerated display cases for supermarketi&gadessens and other commercial and instituticefeilgeration applications.

Industrial Solutions
This sector is composed of a diverse group of lmssies focused on providing solutions to enhandermass' industrial efficiency. Industrial Solut®ourrently consists of the following business segts:

- Air and Productivity Solutions is engagedhe design, manufacture, sale and service of air
compressors, microturbines, and industoials. It is comprised of Air Solutions and Protivity
Solutions, and has been aggregated basedrgy on the nature of products and services, e
nature of the production process. Thignsent previously included the Company's Waterjsirmss
unit, which was sold during 2003 and whiesilts are now included in "Discontinued operaimet of
tax".

- Dresser-Rand is engaged in the designufaature, sale and service of gas compressorgrghsteam
turbines, and generators.

During the first quarter of 2003, the Company stddEngineered Solutions Business to The Timken @amg (Timken). The results of the Engineered $mhstBusiness, which was part of the Company's
Industrial Solutions Sector, have been classifietidéscontinued operations, net of tax" for 2008 & all prior periods.

Infrastructure
This Segment supplies products and services faydis of construction projects, industrial and owercial development, and golf and utility vehiclézoducts include Bobcat compact equipment, Blaw-
Knox and ABG pavers, Ingersoll-Rand compactordlimigi equipment and portable power products, antb@ar golf and utility vehicles.

On February 19, 2004, the Company announced thasiagreed to sell its Drilling Solutions businesi to Atlas Copco AB, for approximately $225 loih. The transaction, which is expected to be
completed in the second quarter of 2004, is sulbgedgulatory approvals. The Drilling Solutionssiness manufactures drilling equipment and accessfor the worldwide construction, mining,
quarrying, and water-well drilling industries. kdh 2003 revenues of approximately $300 million amgploys approximately 950 people.

Security and Safety

This Segment manufactures and markets architediardivare and access-control products and seraaasstomers seeking to enhance productivity andritg for residential, commercial and institutibna
buildings. Products include locks and lockset®rdosers, exit devices, steel doors and frammsep-operated doors, architectural columns and btdmand electronic access control technologigss
Segment previously included the Company's Laidlasirtess unit, which was sold during 2003 and wheselts are now included in "Discontinued operatjaret of tax".

Competitive Conditions

The Company's products are sold in highly competitharkets throughout the world against produatsipeced by both U.S. and non-U.S. corporations. prireipal methods of competition in these
markets relate to price, quality, service and tetbgy. The Company believes that it is one ofl&aling manufacturers in the world of air compressystems, construction equipment, transport
temperature control products, refrigerated dispteychandisers, refrigeration systems and contl$pols, golf cars and utility vehicles. In addit, the Company believes it is a leading suppfidy.S.
markets for architectural hardware products, meicaatocks, and electronic and biometric accessrabtechnologies.

Distribution
The Company's products are distributed by a nurmberethods, which the Company believes are appatepto the type of product. Sales are made ittBe through branch sales offices and through
distributors and dealers across the United Staties1-U.S. sales are made through numerous subgisides and service companies with a supportingnafalistributors in over 100 countries.

Products
Principal products of the Company include the follg:

Air balancers

Air compressors & accessories
Air dryers

Air logic controls

Air motors

Air and electric tools

Asphalt compactors

Asphalt pavers

Automated dispensing systems
Automatic doors

Bath fittings and accessories
Biometric access control systems
Blasthole drills

Compact hydraulic excavators
Compact tractor-loader-backhoes
Diaphragm pumps

Door closers and controls

Door locks, latches and locksets
Doors and door frames (steel)
Drilling equipment and accessories
Electrical security products
Electronic access-control systems
Engine-starting systems

Exit devices

Extrusion pump systems

Fastener-tightening systems
Fluid-handling equipment
Gas compressors

Golf cars

Hoists

Hydraulic breakers
Lubrication equipment
Microturbines

Material handling equipment
Paving equipment

Piston pumps

Pneumatic breakers
Pneumatic cylinders
Pneumatic valves

Portable compressors
Portable generators
Portable light towers
Portable security products
Refrigerated display cases
Refrigeration systems
Road-building machinery
Rock drills

Rock stabilizers

Rotary drills

Rough-terrain material handlers
Skid-steer loaders

Soil compactors
Spray-coating systems
Telescopic material handlers
Transport temperature control
systems

Turbo machinery

Utility vehicles

Water-well drills

Winches

These products are sold primarily under the Comsamme and also under other names including ABB&y-

Knox®,



Bobcat®, Club Car®, Datum®, Dresser-Rand®, Dor-ctid®, Falcon®, Glynn-Johnson®, Hussmann®,
Johnston®,

Koxka®, LCN®, Legge®, Monarch®, Montabert®, Normk@&uSchlage®, Steelcraft®, Thermo King®, Von
Duprin®

and Zimmerman®.

During the past three years, the division of thenPany's sales between capital goods and expendaddseen in the approximate ratio of 79% and 2&%pectively. The Company generally defines as
expendables those products that are not capitatigede ultimate user. Examples of such produegarts sold for replacement purposes.

Additional information on the Company's business imancial information about industry segmentprssented in the consolidated financial statements.

Working Capital
The products manufactured by the Company must lysoelreadily available to meet rapid delivery riegments. Such working capital requirements ate mmwever, in the opinion of management,
materially different from those experienced by @@mpany's major competitors.

Customers
No material part of the Company's business is digretrupon a single customer or very few custontkeesloss of any one of which would have a matexiterse effect on the Company's operations.

Operations by Geographic Area

Sales to customers outside the United States atsdbéwr approximately 42 percent of the consolidatet sales in 2003. Sales outside of the UnitateStare made in more than 100 countries; therefoe
attendant risks of manufacturing or selling in #ipalar country, such as nationalization and dighment of common markets, would not have a sigaift effect on the Company's non-U.S. operations.
Additional information concerning the Company's m@ieg segments is contained in Note 15 of the Gomals Annual Report to Shareholders filed as ExiiBiand incorporated herein by reference.

Raw Materials
The Company manufactures many of the componeniisded in its products. The principal raw materi@guired for the manufacture of the Company's petslare purchased from numerous suppliers
the Company believes that available sources oflgwpiti generally be sufficient for its needs fdret foreseeable future.

Backlog

The Company's approximate backlog of orders at Dbee 31, 2003, believed by it to be firm, was $838illion for Climate Control, $163.8 million foriAand Productivity Solutions, $419.3 million for
Dresser-Rand, $256.3 million for Infrastructure &1@6.0 million for Security and Safety, as compaie$371.2 million, $104.2 million, $778.5 millip136.8 million and $131.2 million, respectivedy,
December 31, 2002. These backlog figures are baisedders received. While the major portion & @ompany's products are built in advance of cadereither shipped or assembled from stock, orders
for specialized machinery or specific customer mgibn are submitted with extensive lead times amedoften subject to revision, deferral, cancielfabr termination. The Company estimates that
approximately 90 percent of the backlog will bepgieid during the next twelve months.

Research and Development
The Company maintains extensive research and davelot facilities for experimenting, testing and eleping high quality products. The Company emplagproximately 1,600 professional employees
for its research and development activities. Thenfany spent $203.9 million in 2003, $199.3 millior2002 and $188.4 million in 2001 on research dextlopment.

Patents and Licenses

The Company owns numerous patents and patent appfis and is licensed under others. While it @®rs that in the aggregate its patents and liceasevaluable, it does not believe that its bissing
materially dependent on its patents or licensemngrgroup of them. In the Company's opinion, eegiing and production skills, and experience areemesponsible for its market position than patents
licenses.

Environmental Matters

The Company continues to be dedicated to an envieotal program to reduce the utilization and gemmradf hazardous materials during the manufacguprocess and to remediate identified
environmental concerns. As to the latter, the Cammaurrently is engaged in site investigations eerdedial activities to address environmental clganem past operations at current and former
manufacturing facilities.

During 2003, the Company spent approximately $0llfom on capital projects for pollution abatementd control, and an additional $9.3 million for @nmmental remediation expenditures at sites
presently or formerly owned or leased by the Comgplirshould be noted that these amounts are diffto estimate because environmental improvemestiscare generally a part of the overall improvet
costs at a particular plant. Therefore, an accuestienate of which portion of an improvement oapital expenditure relates to an environmental awement is difficult to ascertain. The Companyideds
that these expenditure levels will continue and fnayease over time. Given the evolving naturemfironmental laws, regulations and technology uitienate cost of future compliance is uncertain.

The Company is a party to environmental lawsuits @aims, and has received notices of potentidatiins of environmental laws and regulations frive Environmental Protection Agency and similar
state authorities. It is identified as a potenyiaisponsible party (PRP) for cleanup costs asttiaith off-site waste disposal at federal Supsifand state remediation sites. For all sitesthee other
PRPs and in most instances, the Company's sitévewent is minimal.

In estimating its liability, the Company has assdritevill not bear the entire cost of remediatidraay site to the exclusion of other PRPs who mayointly and severally liable. The ability of ethPRPs
to participate has been taken into account, basedrglly on the parties' financial condition andhable contributions on a per site basis. Addéldawsuits and claims involving environmental reegtare
likely to arise from time to time in the future.

Although uncertainties regarding environmental rextbgy, U.S. federal and state laws and regulatansindividual site information make estimating thability difficult, management believes that the
total liability for the cost of remediation and émmnmental lawsuits and claims will not have a miateeffect on the financial condition, resultsagferations, liquidity or cash flows of the Compdayany

year. It should be noted that when the Comparignasges its liability for environmental matters, bugstimates are based on current technologieshendompany does not discount its liability noruase
any insurance recoveries.

Employees
There are approximately 42,000 employees of the amy throughout the world, of whom approximatelyd®® work in the United States and 14,000 outdigelinited States. The Company believes
relations with its employees are good.

Available Information

This annual report on Form 10-K, as well as the Gany's quarterly reports on Form 10-Q, current rispan Form 8-K and any amendments to all of tmedoing reports, are made available free of charge
on the Company's Internet website (http://www.icocm) as soon as reasonably practicable after spgrts are electronically filed with or furnishexdthe Securities and Exchange Commission. Thedoar
of Directors of the Company has also adopted astepan the Investor Relations section of its wiebtlie Company's Corporate Governance Principlesharters for each of the Board's standing
committees.

Item 2. PROPERTIES

Manufacturing and assembly operations are conduntéd plants in the United States; 1 plant in GeEn&8 plants in Europe; 18 plants in Asia; anda®fs in Latin America. The Company also maintains
various warehouses, offices and repair centersitfivout the world.

Substantially all plant facilities are owned by tbempany and the remainder are under long-ternel&dse Company believes that its plants and equipimeve been well maintained and are generally in
good condition.

Facilities under long-term lease arrangementsranleded below and are not significant to each dpegaegment's total number of plants or squaréafye

Climate Control's manufacturing locations are dieves:

Approximate
Number of Plants Square Footage



United States 11
Non - U.S. 14

Total 25

Air and Productivity Solutions' manufacturing fétiés are as follows:

Number of Plants

United States 8
Non - U.S. 12
Total 20

Dresser-Rand's manufacturing facilities are agfest

Number of Plants

United States 3
Non - U.S. 7
Total 10

Infrastructure's manufacturing facilities are dtofes:

Number of Plants

United States 6
Non - U.S. 6
Total 12

Security and Safety's manufacturing facilities asdollows:

Number of Plants

United States 14
Non - U.S. 14
Total 28

Item 3. LEGAL PROCEEDINGS

In the normal course of business, the Companyisiied in a variety of lawsuits, claims and legadqeedings, including commercial and contract disguemployment matters, product liability claims,
environmental liabilities and intellectual propedigputes. In the opinion of the Company, pendiaggl matters are not expected to have a matahedrae effect on the results of operations, firgnci

condition, liquidity or cash flows.

In November 2003, the Connecticut Department ofifmmental Protection (the "DEP") indicated thaw#s evaluating an appropriate enforcement response alleged noncompliance, which was based
on information that the Company voluntarily diselds The alleged noncompliance related to the tiperaf the wastewater treatment plant at the CamiseH.B. lves Division located in New Haven,
Connecticut. The Company is negotiating a condeatee with the DEP in order to resolve this maftee DEP is seeking a monetary penalty and cectaamges in the auditing process for the plant.

See also the discussion under Item 7, Manageni@istsission and Analysis of Financial Condition &webults of Operations, Environmental and Asbestatdvks and also Exhibit 13, Note 8,

Commitments and Contingencies, to the Consolidetedncial Statements.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of the Comgasscurity holders during the last quarter ofigsdl year ended December 31, 2003.

Executive Officers of the Registrant

3,813,000
3,615,000

7,428,00C

Approximate
Square Footag:

983,00t
1,027,00(

2,010,00c

Approximate
Square Footage

1,960,00!
1,324,00!

3,284,00C

Approximate

Square Footage

1,965,00
837,00

2,802,00(

Approximate

Square Footage

2,082,00!
1,112,00!

3,194,00C

The following information is included in accordangith the provision of Part IlI, ltem 1/

Date of
Service as
an Executive
Name and Age Officer

Principal Occupation and
Other Information for Past Five Years

Herbert L. Henkel (55

4/5/1999 Chairman of Board (since May 2000) and Chief Exget



Officer (since October 1999), President and Dinetdice
April 1999);(Chief Operating Officer April 19¢- October
1999; Textron, President, February 1¢- March 199¢
and Chief Operating Officer, 19 March 1999

Timothy R. McLevish (48 5/1/2002 Senior Vice President and Chief Financial Office@n¢e Junt
2002) (Mead Corporation, Vice President, Chief Raial
Officer 199¢-2002; Mead Corporation, Vice President, Fina
and Treasurer 1999; Mead Corporation, Vice Presii
Treasurer 19¢-1999)

Sharon E. Elliott (52 5/5/2003  Senior Vice President, Human Resources (since N0ag)
(Eastman Kodak, Senior Vice President, Human Ress
2001-2001; Starbucks Coffee Co., Senior Vice Presic
Human Resources, 1¢-2000)

Michael W. Lamach (4C 2/16/2004 Senior Vice President and Sector President, Sgcamd Safety
(since February 2004) (Johnson Controls, Inc., Giice
President & Managing Director Europe/Asia 2-2004; Grouf.
Vice President & General Manager, Asia 2-2003; Groug
Vice Preident & General Manager, Customer Busihbsts
199¢-2002; Vice President & General Manager, Controlsup
199¢€-1999)

Patricia Nachtigal (57 11/2/1988 Director (since 1/1/02), Senior Vice Presidentdsidune 200C
and General Counsel (Vice President -2000)

Donald H. Rice (59 2/1/1996  Senior Vice President (since 2001), Global Busil
Services and Human Resources, (2- 2001), (Vice
President, Human Resources, 1-2000)

Randy P. Smith (54 2/3/2000  Senior Vice President (since June 2000) and S
President, Climate Control (since 2003) (Sect
and Safety, President 2(-2003, Vice Presiden
February 200(- June 2000) (Textron Fastening Syste
President 19¢-2000)

Christopher P. Vasiloff (52 11/1/2001 Senior Vice President and Sector President, Infrestre
Sector (since November 2001); (President, Portableer,
Infrastructure Sector, 20-2001; Vice President ar
General Manager Portable Compressor Division
Rotary Recip. Compressor Division, Air Compressooup,
199¢€-2000)

Richard W. Randall (52 10/1/2002 Vice President and Controller (since October 20
(President, Engineered Solutions, Industrial, Itdais
Solutions Sector, April 20(-September 2002; Vic
President, Finance and Sector Controller, Indus
Solutions Sector 20(-2002; Vice President and Controll
Bearings and Components Industrial Productivityt&@e
Invensys Vice President/CF- Siebe Automotive 19¢-1999)

No family relationships exists between any of thew-listed executive officers of the company.
officers are elected to hold office for one yeauntil their successors are elected and quz
PART Il

Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER
MATTERS AND ISSUER PURCHASE®F EQUITY SECURITIES

Information regarding the principal market for thempany's common shares and related shareholdermate as follows:

Quarterly share prices and dividends for the Chasesmmon shares are shown in the following tabatatiThe common shares are listed on the New Ytw&k3Exchange.

Common shares

2003 High Low Dividend
First quarter $45.62 $34.52 $0.17
Second quarter 49.25 38.12 0.17
Third quarter 60.00 46.00 0.19
Fourth quarter 68.19 53.22 0.19
2002

First quarter $54.15 $39.42 $0.17
Second quarter 54.40 44.39 0.17

Third quarter 46.35 32.78 0.17



Fourth quarte 47.88 29.69 0.17

The Bank of New York (Church Street Station, P.OxB1258, New York, NY 10286-1258, (800) 524-44&8he transfer agent, registrar and dividend restiment agent.
There are no significant restrictions on the payneéulividends. The approximate number of recasttiers of Class A common shares as of January®Y @as 7,971.
Information regarding equity compensation plansinegl to be disclosed pursuant to this Item isudet in the 2003 Form 10-K Annual Report.

There were no repurchases of the Company's shariegydhe fourth quarter of 2003.

Item 6. SELECTED FINANCIAL DATA

In millions, except per share amounts

At and for the years ended December 31, 2003 2002 2001 2000 1999
Net sales * $9,876.z $8,891.C $8542.C $8,345.C $6,508.t
Earnings from continuing operations * 593.t 365.€ 180.C 433.7 456.€
Total assets 10,664.¢ 10,809.6 11,133.€ 11,061.1 8,433.2
Long-term debt 1,518.€ 2,092.1 2,900.7 1,540.4 2,113.¢
Shareholders' equity 4,493.2 3,478.2 3,916.€ 3,481.2 3,073.2

Basic earnings per common share: *
Continuing operations $ 347 $ 21€ $ 10 $ 265 $ 2.7¢
Discontinued operations 0.3C 0.57 0.4C 1.4¢€ 0.8z

Diluted earnings per common share: *

Continuing operations $ 344 $ 215 $ 108 $ 267 $ 2.7€
Discontinued operations 0.3C 0.5€ 0.4C 1.4t 0.81
Dividends per common share $ 072 $ 068 $ 068 $ 068 $ 064

* Amounts have been restated to reflect discontmygerations.

Iltem 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

Executive Summary and Outlook

Ingersoll-Rand (IR or the Company) is a leadingoiation and solutions provider for the major glolverkets of Climate Control, Industrial Solutiohsfrastructure, and Security and Safety. The
Company's diverse product portfolio encompassels kaaling industrial and commercial brands as Thoefing® transport temperature control equipmentsstoann® commercial and refrigeration
equipment, PowerWorks® microturbines, Dresser-Ratdomachinery, Ingersoll-Rand® industrial and stomction equipment, Bobcat® compact equipmentb@ar® golf cars and utility vehicles,
Schlage® locks and security solutions, and Krygesiportable security products. In addition, IReo$ products and services under many more prerhiamds for customers in industrial and commercial
markets.

The Company seeks to drive shareholder value thrtluge areas of emphasis: Dramatic Growth, byldpirgg innovative solutions that improve our cusersi operations; Operational Excellence, by
fostering a culture of continuous improvement aost consciousness; and Dual Citizenship, by engingieour employees' active collaboration with cafjees across business units and geographic regions
to achieve superior business outcomes.

The following significant events occurred duringdd30

The Company sold its Engineered SohgiBusiness (Engineered Solutions) to The Timkem@my
(Timken) effective February 16, 200heTconsideration received consisted of $700 milifocash

and approximately 9.4 million sharesToinken common stock. The Company recognizedftn-a
tax gain of $58.2 million on the disjtim of Engineered Solutions, which is included'Discontinued
operations, net of tax." The gainubject to working capital and other final purchasiee
adjustments. The results of Engine&elditions, which was part of the Company's Indak8blutions
Sector, have been classified as "Disnard operations, net of tax" for 2003 and forpalbr periods.

Ingersoll-Rand completed the sale af small non-strategic businesses during 2003. Theekét
business, which was part of the Air 8ndductivity Solutions Segment was sold in Sep&n2003,
and had revenues in 2002 of approxilm&®2 million. Additionally, Laidlaw, a U.K. disibutor of
architectural hardware, was sold in &lmber 2003. Laidlaw was part of the Security aafdty
Segment and had 2002 revenues of appately $28 million. The gain on the sale of these
businesses was $10.6 million.

During the third quarter, IR acquiréé stock of Integrated Access Systems (IAS) inclgdiis
Geoffrey Industries division. IAS height offices throughout the United States andresdnues of
approximately $27 million in 2002. |A®s been integrated with IR's Electronic Technielog
Corporation business, which is parthef Security and Safety Segment.

During the fourth quarter of 2003, Ing@l-Rand terminated its asset securitization paog with the
repurchase of approximately $240 millaf receivables from special-purpose entitiesis Ttansaction
was funded by cash on hand and shortt®rrowing. Additionally, the Company made vdany
pension contributions during the yefaamproximately $200 million



Full-year 2003 net revenues were $9,876.2 millan11% increase compared with net revenues of $&8&8illion in 2002. Excluding the effects of ceincy translation, net revenues increased by 7%,
which was above our target growth of 4% to 6% alipudhe Company attributes the improved reventewvgh to its leadership position as a proven soofdanovation in worldwide markets and gains in

the recurring revenue stream.

The Company reported full-year earnings of $644ilan, or diluted earnings per share of $3.74.lldyear earnings from continuing operations incezhby 62% compared to 2002. The Company
benefited from the continuing operational improveiseproductivity enhancements in our worldwideragiens, reduced interest expense from repaymeai¢lof and interest rate declines, and the effdcts o
our tax strategies, which resulted in an effectiverate of 13.7%. These improvements have endBléd pursue new market opportunities and createvative, differentiated solutions for its custome

In 2003, IR improved the strength of its balanceeth Total debt at year-end was $2.3 billion,duction of approximately $930 million compared tay-end 2002. The debt-to-capital ratio was 33%et

end of 2003 compared to 48% at the end of 2002.

For full-year 2003, all business segments geneiiaipcoved revenues, operating income and operatiaiggins compared to 2002.

Climate Control revenues and operaitiegme benefited from price realization and madeehs in the
Thermo King business, while industrydipricing pressures and lower volumes continuezhéienge
the Hussman business.

Air and Productivity Solutions' revesuend operating income benefited from higher volsiared
product mix as recurring revenues fier segment continued to increase.

Dresser-Rand revenues increased frgimehivolumes and product mix. Operating incomeeased
based mainly on pricing and product,mikile operating margins remained constant.

Infrastructure revenues and operatimgie benefited from higher volumes, which werenprily
associated with new product sales énBbbcat business, continuing market share gai@sutCar in
the North American golf market, and noyed overseas sales for the Road Developmentdsssin

Security and Safety achieved revenoevtr through market share gains in the United State
Additionally, the full-year inclusiorf &lectronic Technologies Corporation, which waguired in
2002, and the addition of Integratedtdss Systems, acquired in August 2003, favoraliécted the
segment's revenues and operating income

Business activity in most of Ingersoll-Rand's majmtustrial and construction end markets contineeithprove as the year 2003 came to an end. 14,280expects to build on the momentum generated
during the last year to continue to generate greageket share gains and operating performanceowepnents across our businesses. The Companyes@e&ry in most North American and European
markets and continuing growth in Asia. Additioyathe Company once again expects to produce sutstaperating cash flow in 2004.

Critical Accounting Policies
The notes to the financial statements include ansary of significant accounting policies and methased in the preparation of the consolidated fir@rstatements and the following summarizes what th

Company believes are the critical accounting pesicéind methods used by the Company:

- Employee benefit plans - The Company presid range of benefits to employees and retiredoyees,
including pensions, postretirement, pogteyment and health-care benefits. Determiningcthst
associated with such benefits is dependemarious actuarial assumptions, including distoates,
expected return on plan assets, compemsitreases, employee mortality and turnover yatied
health-care cost trend rates. Indepenaemaries perform the required calculations tewheine
expense in accordance with U.S. geneealtepted accounting principles. Actual results oifer from
the actuarial assumptions and are geyesetiumulated and amortized over future periodse T
Company reviews its actuarial assumptatrsach measurement date and makes modificatighs to
assumptions based on then current ragsrands if appropriate to do so. The discourg, rtite rate of
compensation increase and the expectedtEnm rates of return on plan assets are detethds®f the
measurement date. The discount rateatsfierate at which pension benefits could be tifely
settled. The discount rate is establisted based primarily on the yields of high-qudiitgd-income
investments available and expected tovadable during the period to maturity of the pemsand
postretirement benefits. The Company edstews the yields reported by Moody's on AA cogte
bond as of the measurement date. Theofatempensation increase is dependent on expéaiee:
compensation levels. The expected l@ngrtrates of return are projected to be the rétestorn to
be earned over the period until the bémefie paid. Accordingly, the long-term ratesetirn should
reflect the rates of return on presenéestiments, expected contributions to be receiveihgltine current
year and on reinvestments over the peridte rates of return utilized reflect the expeatstés of return
during the periods for which the paymenbenefits is deferred. The expected long-termeoéteturn on
plan assets used is based on what istieally achievable based on the types of assédsbyethe plans
and the plan's investment policy. Histakiasset return trends for the larger plans arewed over
fifteen, ten and five years. The acta&é of return for plan assets over the last tehfdreen-year
periods have exceeded the expected rattwh used. The Company reviews each plan and it
historical returns and asset allocatienddtermine the appropriate expected long-termafteturn on
plan assets to be used. At the end of 20@2Company believed a revision to its long-term
expectations for returns was necessarydbagen the market performance experienced in 26@1 a
2002. The Company believes that the aptions utilized in recording its obligations undisrplans are
reasonable based on input from its asaoutside investment advisors, and informat®ioa
assumptions used by plan sponsors.

Shareholders' equity at December 31, 20@32802, includes a reduction for a minimum lidili
adjustment net of tax, of $359.4 milliorde$817.2 million, respectively. The reason for itherease in
the minimum liability adjustment year-owaar is primarily due to the change in the discoatgs.

Changes in any of the assumptions that weee in computing the net periodic pension cost or
postretirement cost can have an impachervarious components that comprise these costsma&ted
sensitivities to the net periodic pensiostof a 0.25% rate decrease in the three basitrgons are a
follows: the discount rate would increagpense by approximately $5.3 million; the rate ofpensation
increase would decrease expense $2.3 millind the estimated return on assets assumptiofiwo
increase expense by approximately $5.3amill A 0.25% rate decrease in the discount rate fo
postretirement benefits would increasepegindic postretirement benefit cost by $2.2 milland a 1.0%
increase in the health care cost trendwatgld increase the cost by approximately $4.0iamill

- Commitments and contingencies - The Compsiityvolved in various litigations, claims and adisirative
proceedings, including environmental anfsbatos matters, arising in the normal course ofless. The
Company has recorded reserves in the finhstatements related to these matters which eveldped
based on consultation with legal counseliaternal and external consultants and enginéefending on
the nature of the reserve. Subject tautieertainties inherent in estimating future coststiese types of
liabilities, the Company believes its estied reserves are reasonable and does not béieviakility
with respect to these matters would hameaterial effect on the financial condition, resdfperations,
liquidity or cash flows of the Company fomy year.

- Accrued liabilities - The Company has accriiabilities for product liability claims, includg asbestos
claims, workers' compensation matters andyet warranty issues. The Company has recorded
reserves in the financial statements relaig¢bdese matters, which are developed using iderived from



actuarial estimates and historical and ggted experience data depending on the natuteeafeserve.
The Company believes its estimated resaax@seasonable.

- Allowance for doubtful accounts and inventoegerves - The Company has provided an allowasrce f
doubtful accounts receivable and inventeserves based upon its knowledge of its end markets
customer base and products.

- Goodwill and other intangible assets - Then@any has significant goodwill and other intangiaésets on
its balance sheet related to acquisitiofise valuation and classification of these assedstia@ assignment
of amortization lives involves significanidigments and the use of estimates. The testittges® intangibles
under established accounting guidelinesnfigrairment also requires significant use of judgtreerd
assumptions, particularly as it relateshmitlentification of reporting units and the detevation of fair
market value. The Company's goodwill arfiteointangible assets are tested and reviewednjpairment
on an annual basis or when there is a segmif change in circumstances. The Company baitha its
use of estimates and assumptions are relalsoaad comply with generally accepted accounting
principles. Changes in business conditmmgd potentially require future adjustments tosthgaluations.

- Restructuring - In connection with the Comylamestructuring programs, reserves have beeblissted
at each of the Company's reportable segmdiritese reserves, for both employee terminatistscand
facility exit costs, required the use ofiresttes, which the Company believes accurately ceflee costs of
these plans.

The preparation of all financial statements inchithee use of estimates and assumptions that affieember of amounts included in the Company's Girdistatements. If actual amounts are ultimately
different from previous estimates, the revisiorsiacluded in the Company's results for the peiiogthich the actual amounts become known. Hisédisicthe aggregate differences, if any, between th
Company's estimates and actual amounts in any lyaee, not had a significant impact on the constdididinancial statements.

Results of Operations

Net earnings for 2003 were $644.5 million, or dildiearnings per share of $3.74 as compared tolagseof $173.5 million or $1.02 diluted loss peare in 2002, (which includes the cumulative effefca
change in accounting principle related to the aidopaf Statement of Financial Accounting Stand@BAS) 142, "Goodwill and Other Intangible Assetsihd net earnings of $246.2 million or $1.48 did
earnings per share in 2001. Earnings from comioiperations for 2003 were $593.5 million, or @itliearnings per share of $3.44 as compared to.&3@8ion or $2.15 diluted earnings per share, and
$180.0 million or $1.08 diluted earnings per shiar2002 and 2001, respectively.

Dollar amountsin millions 200z 200z 2001
Net revenue $9,876.. $8,891.( $8,542.(
Cost of goods sold 7,471, 6,786. 6,694.!
Selling and administrative expenses 1,538.: 1,423. 1,354.
Restructuring (reversals) charges 3.2 41 73.
Operating income $ 870. $ 638. $ 419.
Operating margin 8.8% 7.2% 4.9%

Beginning in 2000, the Company commenced a restrimct program, which is more fully described untiRestructuring Program." This program includedaiercosts that are identified in Staff
Accounting Bulletin (SAB) 100 and Emerging IssuesH Force (EITF) 94-3 as restructuring, as webtasr related costs that did not meet the criteriae classified as "restructuring.” Nonrecurraugts
associated with these activities not qualifyingrastructuring” are referred to as "productivity@stments" and were charged to "Cost of sales"&alling and administrative expenses." Produgtivit
investments consisted of costs for equipment mo\aility redesign, employee relocation and retirag, and systems enhancements. Charges for pgreidumvestments were expensed as incurred.
Additionally in 2001, $9.5 million was included &elling and administrative expenses for costs ésmtwith the Company's reincorporation in Bermuda

Revenues

2003 vs. 2002 Revenues for 2003 increased by approximately t@ftpared to 2002. Higher volumes and the effefctsirrency translation accounted for approxima&y and 4%, respectively, of the
increase. Volume increases were primarily atteblg to an improvement in Thermo King's worldwideck and trailer market, continued gains in recgnievenues in the Air and Productivity Solutions
Segment, new product introductions from the Boleatiness, and U.S. market share gains in SecumitySafety. The remaining increase was primartiytattable to pricing and the results of acquisiio
Revenues across all business segments were higher.

2002 vs. 2001 Revenues for 2002 increased by approximatelycdfépared to 2001. Higher volumes and the resulgegtiisitions accounted for the majority of thergase. Revenues across all business
segments were higher.

Cost of Goods Sold

2003 vs. 2002 Cost of goods sold in 2003 was 75.6% of salespaoed to 76.3% in 2002. The benefits associatddthe restructuring programs and increased priidtycaccounted for the majority of
the decrease. Additionally, the elimination of igjess related to productivity investments, whiche$25.2 million in 2002, and increased volume hadsitive effect on the ratio. These positive effe
were partially offset by currency translation anghler pension and other employee benefit costs.

2002 vs. 2001 Cost of goods sold in 2002 was 76.3% of salespawed to 78.4% in 2001. The decrease in the odttost of goods sold to sales was mainly atteble to the effects of adopting SFAS |
142, which ceased goodwill amortization beginniaguhry 1, 2002. Goodwill amortization of approxieta $122 million was included in cost of goodsdsiml 2001. Additionally, charges for productivity
investments included in cost of goods sold in 2@@2e $25.2 million, compared with $74.3 million2001. The benefits associated with the restruajuprograms and improved productivity also had a
positive impact on the ratio.

Selling and Administrative Expenses

2003 vs. 2002 Selling and administrative expenses were 15.6%ales in 2003 as compared to 16.0% for 2002. deveease in the ratio is mainly due to the bemefisociated with the restructuring
programs and increased productivity, and the etim of charges related to productivity investrsemthich were $8.2 million in 2002, as well as ighevenues in 2003. These positive effects were
partially offset by additional costs for stoblesed compensation programs resulting from theaser in the Company's common share price during,20@ higher pension and other employee benedtsc
Stock-based compensation relates to executive casagien programs as further described in Notesd11dn

2002 vs. 2001 Selling and administrative expenses were 16.0%ales in 2002 as compared to 15.9% for 2001.hétigharges in 2001 for productivity investmenteeat costs of the reincorporation in
Bermuda, and goodwill amortization included iniselland administrative expenses were offset by iatapns of service businesses that historicallyrman higher ratios and higher employee benefit an
insurance costs in 2002. Productivity investmam®unted to $8.2 million in 2002, as compared $&4.3 million in 2001. The effects of adopting S&-No. 142, which ceased goodwill amortization
beginning January 1, 2002, also had a positive ahga the ratio in 2002. Goodwill amortization gigoximately $8 million was included in selling aadministrative expenses in 2001. Additionally in
2001, $9.5 million was included in selling and adistirative expenses for costs associated withetmeorporation in Bermuda.

Operating Income

2003 vs. 2002 Operating income for 2003 increased by approtetge86% compared to 2002, while operating inconzegims also increased significantly. The increase® mainly attributable to the
benefits associated with the restructuring prograntsimproved productivity, higher pricing, highelumes, product mix, and the elimination of chargeated to restructuring and productivity
investments. These positive effects were partifilget by higher pension and other employee benefits and additional costs for stock-based cosgi@n programs.

2002 vs. 2001 Operating income for 2002 increased by approteigb2% compared to 2001, while operating inconagims also increased significantly. The increase®e mainly attributable to the
effects of adopting SFAS No. 142, lower year-oveatycharges for restructure and productivity inwestts, and the benefits associated with the resting and productivity improvement programs.

Interest Expense



2003 vs. 2002 Interest expense for 2003 totaled $176.5 millmdecrease of $53.8 million from 2002. The deszés attributable to lower year-owsar debt levels resulting primarily from the repent
of $700 million of debt in the first quarter of 2ZBGapproximately $240 million in other debt repaynseduring the year, as well as a decline in irsterates.

2002 vs. 2001 Interest expense for 2002 totaled $230.3 millmdecrease from 2001's total of $249.3 millidie decrease was due to lower year-over-year deblsl and a decline in interest rates.

Other Income (Expense), Net
Other income (expense), net, includes certain gorexchange gains and losses, equity in earningartifilly owned affiliates, and other miscellaneicome and expense items.

2003 vs. 2002 In 2003, other income (expense), net, aggregateziréiBlion of net income, as compared with $10.8iom of net expense in 2002. The change is prilyattributable to the sale of
approximately 9.4 million shares of Timken Companynmon stock, which resulted in a gain of $7.6iomill due to share-price appreciation from the dé&icquisition to the sale date. Additionally, the
Company received $2.4 million in dividend incomeiletiolding these shares. The remaining changedweago lower foreign exchange losses in 2003 amdral miscellaneous expense items included in
2002.

2002 vs. 2001 In 2002, other income (expense), net, aggregatdd$tillion of net expense, as compared with $18illlon of net expense in 2001. Included in 2002 proceeds from an insurance
settlement of approximately $10 million. Included2001 was the $8.8 million gain on the sale otktreceived in connection with the sale of Dres®and's compression services business. Additipnall
in 2002, lower miscellaneous expense items werafigroffset by higher foreign exchange losses.

Minority Interests
2003 vs. 2002 Minority interests increased to $15.1 million2@03, from $14.4 million in 2002 as a result aftrér earnings from consolidated subsidiaries irctviile Company has a majority owners

2002 vs. 2001 Minority interests decreased from $20.7 milliar2001, to $14.4 million in 2002. Included in 20@&re $8.3 million in charges associated with teenPany's equityinked securities, whic
were converted into 8.3 million common shares iryM&01. Excluding these charges, minority inter@st2002 increased by $2.0 million as a resuhigher earnings from consolidated subsidiaries in
which the Company has a majority ownership.

Provision for Income Taxes
The tax provision for the year ended December 8032vas $94.2 million, resulting in an effectivéeraf 13.7%. This compares to a provision of $Xiillion, resulting in an effective rate of 4.6% fine
year ended December 31, 2002, and a benefit oD$8Dlion, resulting in an effective tax rate ofgative 38.5% for the year ended December 31, 2

In 2003, the Company continued to realize benefithe reorganization. Significant tax benefitsrin vary directly with income, therefore as incomereases as it did between 2002 and 2003, theatax
also increased. In 2001, the year of the reincartm to Bermuda, the Company recorded a one-timéenefit of $59.8 million related to the utilimn of previously limited foreign tax credits andt
operating loss carryforwards in certain non-U.8isflictions. Also in 2001, the Company realizdueaefit of approximately $18.5 million related tagp years foreign sales corporation benefits.

Discontinued Operations

During 2003, the Company continued its businestfqir realignment by selling three businessese Tompany recognized an after-tax gain of $58.H8anibn the disposition of Engineered Solutions,
which is included in "Discounted operations, netaf'. The gain is subject to working capital anler final purchase price adjustments. Net pselmice adjustments of approximately $5 millionéna
been recorded since the date of sale. These amjnit relate primarily to certain pension and o#mployee benefits. The Company is currently imedlin a dispute resolution procedure relatinghio t
final purchase price adjustment based on the wgrkapital of Engineered Solutions that was solfebruary 2003. The Company expects a resoluticdhégnd of the second quarter of 2004. Any
adjustment recorded is not expected to be mat@migiwould be reflected as an increase or decredfsdcontinued operations, net of tax" in 2004et Kloss) earnings and continuing costs associaitd
Engineered Solutions, included in "Discontinuedrafiens, net of tax,” were $(1.2) million, $108.4limn, and $70.1 million for 2003, 2002, and 200dspectively. In the fourth quarter of 2003, the
Company expected to receive payments for claimad fiinder the Continued Dumping and Subsidy OffettoA2000 (CDSOA) on behalf of a subsidiary in&@ddn Engineered Solutions. The antidumg
duty is levied when the U.S. Department of Commeletermines that imported products are being sotte United States at less than fair value causiaggrial injury to a United States industry. Tées
payments of approximately $35 million are expedtetle received in the first quarter of 2004.

The Company recognized an after-tax loss of $718omion the disposition of its Laidlaw businesstuhaidlaw), which is included in "Discontinued efations, net of tax." Laidlaw's net losses fod20
2002, and 2001, included in "Discontinued operajoret of tax," were $1.2 million, $1.8 million,c#1.4 million, respectively.

The Company recognized an after-tax gain of $18lom (subject to a working capital adjustment) thre disposition of its Waterjet business unit (&t), which is included in "Discontinued operato
net of tax." Waterjet's net earnings for 2003,20hd 2001, included in "Discontinued operatiom,of tax," were $4.3 million, $3.6 million, an8.8 million, respectively.

Discontinued operations, net of tax, for 2003 antedrto $51.0 million of income. This includes tret gain on the sale of the businesses sold du60g af $68.8 million. The remaining portion of
discontinued operations, amounting to $17.8 milidrexpense, is primarily the retained costs okhsgll-Dresser Pump Company (IDP), which was sol2G00. IDP costs include employee benefits and
product liability costs, primarily related to astmssclaims. Discontinued operations, net of tak, 2002 and 2001 amounted to $95.4 million and &6dillion of income, respectively, which includéet
results of the businesses sold in 2003 and IDPsads14.8 million and $5.9 million, respectively.

Restructuring Program

During the third quarter of 2000, the Company comeeel a $325 million restructuring program, whictlimied plant rationalizations, organizational rgaihents consistent with the Company's new
market-based structure and the consolidation df-office processes. During the fourth quarter @2, the Company commenced a second restructuragggm for an additional $150 million to further
reduce the general and administrative expensessatite Company. These programs included certaits tioat are identified in SAB 100 and EITF ®4s restructuring, as well as other related dbsisdid
not meet the criteria to be classified as restmirgu Nonrecurring costs associated with thesiities not qualifying as restructuring are refefte as "productivity investments" and were chargetCost
of sales" and "Selling and administrative expenssshcurred. Minimal remaining restructuringolisiies are expected to be paid by the end ofstheond quarter of 2004. The Company has real@edr!
costs and improved customer service in all segmantsresult of these actions. The Company marthgez000 and 2001 programs as a single restrugtpringram totaling $475 million. Therefore, all
comments regarding restructure activity refer tthiwrograms combined.

The total employee terminations related to theruestiring program were approximately 5,000. Thesminations impacted both the salaried and hocamployee groups. The Company closed 20
manufacturing facilities in connection with thetresturing programs.

The planned benefits of the program were estimttée approximately $200 million ptax on an annual basis once fully implemented.ofABecember 31, 2003, the Company estimates thaisirealize
these benefits.

Management teams that were directly involved whth iequired actions developed the estimated costsath project within each segment and the Cotp@anter. The costs relating to restructuring
charges included employee termination costs susleeerance, extended medical costs, pension tiabjland outplacement costs, and facility exit€ssich as lease exit costs and equipment write-off
Severance costs are generally paid on a monthlg baer the severance period granted to each employin a lump sum. Severance costs are basadyroai years of service and current salary.
Employee termination costs also include outplacéroests, which are paid in accordance with nornaghpent terms. Facility exit costs consist primeof lease termination costs and are generally
recorded upon exiting the facility.

The projected savings identified at the projecelevere developed by the management teams at tlmisdocations and were based on the historict theat pertained to the specific actions (payroll,
benefits and variable overhead).

A reconciliation of the restructuring reserve foe Phase | and Phase Il programs is as follows:

Employee
termination Facility
In millions costs exit coste Total
Balance at December 31, 2002 $20.1 $6.2 $26.3
Cash payments (14.3 (2.6, (16.9
Change in estimate 1.8 1.4 3.2

Non-cash write-offs - (0.6 (0.6




Balance at December 31, 20 $ 4.0 $1.6 $ 5.6

Climate Control

This Segment has undergone significant restrugudire to the acquisition of Hussmann Internatioimal, (Hussmann) in 2000. During 2000, Thermo Kaxgerienced a reduction in volume due to a
severe recession in the North America truck aritetrenarkets. In order to improve production gffiicies and decrease operating costs, certain metouing facilities were closed. In conjunctiortiwihe
Hussmann acquisition, it was necessary to addnese tissues to achieve the synergies identifida identified actions were as follows:

- Close five manufacturing locations: U@, Europe (2) and Latin America (1).
- Outsource the manufacturing of certaimponents used in products.
- Terminate 1,419 employees.

As of December 31, 2002, all five specified mantifeing locations were closed. As of December 3D3 all identified employees were terminatedis kstimated that this Segment has realized its
expected annual savings of approximately $35 nnillio

A reconciliation of the restructuring reserve floe Phase 1l program is as follows:

Employet
terminatior Facility
costt exit cost: Total
In millions Phase | Phase | Phase |
Balance at December 31, 2002 $ 22 $ 27 $4.9
Cash payments a4 1.1 (2.5
Change in estimate (0.6 (0.2 0.8
Balance at December 31, 2003 $ 0.2 $ 14 $1.6

A reversal of a portion of the provision for empéeytermination costs was made in 2003, due toiimgutower than anticipated costs. Actual costsenlewer due to certain employees' decisions tedea
prior to their scheduled termination date.

The provision remaining at December 31, 2003, esl&b a project involving the outsourcing of certedmponents used in the manufacturing of oneefSbgment's products. As the transition to the
outsourcing company began, various quality issug® wlentified, which resulted in a delay in trensition. The Segment has resolved these issulearditipates that the transition will be complelgd
the end of the second quarter of 2004.

Air and Productivity Solutions

This Segment's operations were examined and idegsmined that the consolidation of manufactulimgtions and the reduction of selling and admiatste (S&A) expenses were essential to meet
strategic objectives. To achieve a lower costcsting, an Eastern European manufacturing plantopased enabling the Segment to compete on a géohl. The severe recession in the worldwide
industrial markets necessitated employee terminatio align the cost structure with the volume IevEhe identified actions were as follows:

- Close eight manufacturing locations: U4, Asia Pacific (3) and Europe (1).
- Terminate 1,408 employees.

As of December 31, 2002, all the specified manui#ty locations had been closed. The minimal numabemployees remaining as of December 31, 20@Bbe/terminated in the first quarter of 2004. It
is estimated that this Segment has realized itee®g annual savings of approximately $60 million.

A reconciliation of the restructuring reserve floe Phase | and Phase Il programs is as follows:

Employee
termination costs

In millions Phase Phase |
Balance at December 31, 2002 $0.6 $2.6
Cash payments (0.6 2.5
Change in estimate - 0.2
Balance at December 31, 2003 $ - $0.3

The provision remaining at December 31, 2003, esl&t final severance payments, which are expéotbd paid in the first quarter of 2004.

Dresser-Rand
This Segment's operations and S&A expense strustere examined, and it was determined that theatemuof S&A expenses, as well as the consolidatibits sales regions was essential to meet sit
objectives. The identified actions were as follows

- Organizational realignment - five regiorduced to three.
- Terminate 388 employees.
- Close or consolidate several non-manufaug locations.

As of December 31, 2002, the organizational reatignt and the closure of certain non-manufactumegtions were complete. As of June 30, 2003deltiified employees were terminated. It is estadat
that this Segment has realized its expected arsawitigs of approximately $38 million.

A reconciliation of the restructuring reserve floe Phase Il program is as follows:

Employet
terminatior Facility
cost: exit cost: Total




In millions Phase | Phase | Phase |

Balance at December 31, 2002 $ 3.2 $ 0.5 $3.7
Cash payments 3.1 (0.2 3.3
Change in estimate - (0.1 0.1
Balance at December 31, 2003 $0.1 $ 0.2 $0.3

The provision remaining at December 31, 2003, esl&t final severance payments and facility exstgowhich are expected to be paid in the firstrigunaf 2004.

Infrastructure

Manufacturing facilities were examined to identifyportunities to improve production efficiencieslatecrease manufacturing operating costs. The tidason of the manufacturing locations has enabled
the Segment to leverage its capacity as volumesretAdditionally, significant management realigemts were essential to the success of the mari¢egy and to leverage the distribution chann&lse
identified actions were as follows:

- Close two manufacturing locations in th&U
- Terminate 781 employees.

As of December 31, 2002, all identified manufactgriocations were closed. As of September 303280 identified employees were terminated. kssimated that this Segment has realized its ¢agec
annual savings of approximately $29 million.

A reconciliation of the restructuring reserve foe Phase | and Phase Il programs is as follows:

Employee Facility
termination costs exit costs Total
In millions Phase Phase | Phase | Phase Phase |
Balance at December 31, 2002 $ 15 $ 01 $ O0€ $ 15 $ 07
Cash payments 1.2 0.2 (0.4 1.2 (0.5
Change in estimate (0.3 (0.2 (0.3 (0.2
Balance at December 31, 2003 $ - % - $ - $ - $ -

A reversal of a portion of the provision for empé@ytermination costs was made in 2003, due tolimgulower than anticipated costs. Actual costsenlewer due to certain employees' decisions tedea
prior to their scheduled termination date. Addiily, a reversal of a portion of the provision facility exit costs was made in 2003, due to imicwy lower than anticipated costs associated vhiehsale of
building.

Security and Safety
This Segment's manufacturing facilities were exadito find opportunities to improve production eiffincies and decrease operating costs. The SegrB&#& expense structure was also examined and it
was determined that significant actions were reglio align the cost structure with the then curuetume levels. The identified actions were difes:

- Close five manufacturing locations: U®.and Europe (2).
- Terminate 540 employees.

As of December 31, 2002, all identified manufactgriocations were closed. As of September 30, 28l0&lentified employees were terminated. kssimated that this Segment has realized its eggect
annual savings of approximately $39 million.

A reconciliation of the restructuring reserve floe Phase | program is as follows:

Employet
terminatior Facility
cost: exit cost: Total
In millions Phase Phase Phase
Balance at December 31, 2002 $ 0.7 $ 24 $3.1
Cash payments 0.7 (0.9 1.6
Change in estimate - (0.9 (0.9
Non-cash write-offs - (0.6 (0.6
Balance at December 31, 2003 $ - $ - $ -

The original estimate for facility exit costs indked ongoing lease commitments for a vacated ficilituring the year, the remaining lease obligati@s terminated early for an amount less than tiggnal
estimate, resulting in a reversal to the provisidaditionally, the Segment recorded a non-casteastf in order to write-down the value of a vachbriilding to its estimated selling price.

Corporate Center

An examination of previously decentralized backeafffunctions, such as accounts payable, accoaoévable, benefits administration and payrolCatporate Center and across all business segments
identified opportunities to improve the costs dfthivolume transactions. The creation of GlobaliBess Services (a shared service center) enalde@dmpany to consolidate high volume transactions
resulting in lower costs. As of December 31, 2(3B employees were terminated, with an additi®faih staff reductions related to outsourcing afkbaffice functions and organizational realignments
remaining. The savings associated with the cotpaestructuring activities are realized in thersegts due to the reduction of employees in busines' back-office operations.

A reconciliation of the restructuring reserve foe Phase | and Phase Il programs is as follows:

Employee
termination costs



In millions Phase Phase |

Balance at December 31, 2002 $28 $6.4
Cash payments 2.3 2.4
Change in estimate (0.5, (0.6
Balance at December 31, 2003 $ - $3.4

A reversal of $1.1 million of the provision for efopee termination costs was made in 2003, duedoriing lower than anticipated costs. Actual cestse lower due to certain employees' decisioravé
prior to their scheduled termination date, andrédzployment of certain employees throughout the@my.

Of the provision remaining at December 31, 20039 $dillion relates to employee termination costsoagated with the outsourcing of back office fuans. During the transition of these functionshe t
outsourcing firm, certain issues arose resultindnendelay of the transition schedule. As of Delsen81, 2003, these issues were resolved and tjeeitp®f these costs are expected to be paideérfitist

and second quarters of 2004. The remaining podfdhis transition will result in the terminatiarf 83 employees. Additionally, $1.5 million of themaining provision relates to employee termimatio
costs associated with other Corporate Center fivitis. These costs will be paid in the first gaadf 2004, and will result in the termination ofrénimal number of employees.

Review of Business Segments

Results for 2002 and 2001 include charges foruesiring and productivity investments. Productivityestments consist of costs for equipment moviagjlity redesign, employee relocation and retiragy;
and systems enhancements. Charges for produdtivigstments were expensed as incurred. Also iedud 2001 is amortization of goodwill and indefiniived intangible assets. As a result of the
adoption of SFAS No. 142, "Goodwill and Other Irgdnte Assets," goodwill and indefinite lived intablp assets are no longer subject to amortization.

Climate Control
Climate Control is engaged in the design, manufacisale and service of transport temperature ebaits, HVAC systems, refrigerated display meratiaers, beverage coolers, and walk-in storage
coolers and freezers. Itincludes the Thermo Kind Hussmann business units.

Dollar amountsin millions 2003 2002 2001
Net revenue $2,648.¢ $2,466.4 $2,438.2
Operating income 219.1 137.C 21.7
Operating margin 8.3% 5.6% 0.9%

2003 vs. 2002 Climate Control revenues for 2003 increasedfpraximately 7% compared to 2002. The effectsusfency translation accounted for approximately @fhe increase, mainly due to the
strengthening of the euro against the U.S. dolldre remaining increase was primarily due to higlmumes, pricing, and the full year inclusion bétresults of acquisitions that occurred in 2002.
Operating income and margins for the year ende® 2@geased significantly. The estimated benefitsociated with the restructuring programs and évgst productivity increased operating income by
approximately $37 million, while pricing, and highelumes and product mix increased operating irebmn$25.8 million and $8.7 million, respectiveldditionally, there were no charges for
restructuring and productivity investments in 2003ese charges amounted to $16.3 million in 20D2ese positive effects were partially offset biyestexpenses, such as higher pension and other
employee benefit costs.

Climate Control revenues and operating income liefrom improved price realization throughout #teermo King businesses, while industry-wide pricpressures continued to challenge the
profitability of the Hussmann businesses. Volumaéases for the Segment were driven by worldwiderfo King truck and trailer sales, which were ipdlyt offset by decreased demand for Hussmann's
refrigerated cases in North America, as large supekets continue to defer capital expenditures.

2002 vs. 2001 Climate Control revenues for 2002 increasedfyraximately 1% compared to 2001. The increasevenues resulting from acquisitions of approxinya4éo was offset by lower volumes
of approximately 3%. Operating income and margieseased significantly in 2002. The increase manly attributable to the effects of adopting SFR& 142, which ceased goodwill amortization
beginning January 1, 2002. Goodwill amortizati®$®5.8 million was recorded in 2001. In additicharges for restructuring and productivity invesiris decreased by $26.5 million and $21.0 million,
respectively, from 2001. The estimated benefis®aisted with the restructuring programs and impcoproductivity also increased operating incomeygroximately $52 million. Lower volumes and
product mix of $40.8 million, as well as increaseatranty expenses and higher employee benefitraance costs had an unfavorable impact over 2001.

Industrial Solutions

Industrial Solutions is comprised of a diverse grofibusinesses focused on providing solutionsiteace customers' industrial efficiency. Indus@@lutions consists of the Air and Productivityl8mns
Segment and the DressRand Segment. During the first quarter of 2008, @lompany sold Engineered Solutions. The restilEngineered Solutions, which was part of the Canys Industrial Solutior
Sector, were classified as "discontinued operatinesof tax" for 2003 and for all prior periods.

Air and Productivity Solutions
Air and Productivity Solutions is engaged in theige, manufacture, sale and service of air compressicroturbines and industrial tools. This Segtrpreviously included the Company's Waterjet
business unit, which was sold during 2003 and wheselts are now included in "Discontinued operajmet of tax."

Dollar amountsin millions 2003 2002 2001
Net revenue $1,363.€ $1,279.C $1,275.¢
Operating income 104.1 67.€ 46.¢
Operating margil 7.6% 5.3% 3.7%

2003 vs. 2002: Air and Productivity Solutions' revenues for 2008reased by approximately 7% compared to 2002 dffects of currency translation accounted f@raxpimately 4% of the increase,
mainly due to the strengthening of the euro agaivest).S. dollar. The remaining increase was prilsndue to higher volumes and service revenueper@ing income and margins for the year ended 2003
increased significantly. The estimated benefigoakmted with the restructuring programs and impdoproductivity increased operating income by agipnately $37 million, while higher volumes and
product mix, and the effects of currency transhatitccreased operating income by $8.9 million and $8illion, respectively. Additionally, there wene charges for restructuring and productivity
investments in 2003. These charges amounted td $dilion in 2002. These positive effects weretjadly offset by continued investment in developithe microturbine business, costs for implementing
new efficiency initiatives, and other charges, sashhigher pension and other employee benefit costs

Air and Productivity Solutions' revenues and opagaincome benefited from higher volumes and produig, as recurring revenues for the Segment caetirto increase. Additionally, new products with
higher margins and increased aftermarket businessuated for a portion of the increase.

2002 vs. 2001 Air and Productivity Solutions' revenues for 2d@mained constant compared to 2001. Operatirgniecand margins both increased in 2002. The iseraeas mainly attributable to the
estimated benefits associated with the restrugyiegrams and improved productivity, which amodrtteapproximately $34 million and decreases irgésfor restructuring and productivity investments
of $4.9 million and $13.8 million, respectively,en2001. Additionally, the effects of adopting SFNo. 142, which ceased goodwill amortization beigig January 1, 2002, had a positive impact.
Goodwill amortization of $3.6 million was recordied2001. Lower volume and product mix of $13.9lioil, as well as higher employee benefit and insceacosts and continued investment in developing
the microturbine business had an unfavorable impaet 2001.

Dresser-Rand
Dresse-Rand is engaged in the design, manufacture, sdlsemice of gas compressors, gas and steam taerlzind generator



Dollar amountsin millions 2003 2002 2001

Net revenue $1,333.¢ $1,024.4 $ 881.c
Operating income 43.4 33.2 21.4
Operating margin 3.3% 3.2% 2.4%

2003 vs. 2002: Dresser-Rand revenues for 2003 increased by rippately 30% compared to 2002. Higher volumes anted for approximately 23% of the increase, wthikeeffects of currency
translation and improved pricing accounted forrém@ainder. Operating income for the year ende®20€-eased, while operating margins remained emtstimproved pricing and product mix increased
operating income by $30.3 million, while the estiethbenefits associated with the restructuring nogand improved productivity increased operatirgpme by approximately $32 million. These posi
effects were partially offset by costs of $11.3limil associated with a reduction in excess capaitityeased labor and engineering costs of $6.8omijlinventory write-offs as discussed below, dffects

of currency translation, and other charges, sudiigiger pension and other employee benefit costiditionally, revenues and margins were impacteddiyain large components that are purchased by
Dresser-Rand on behalf of customers and passeddihiat lower margins. Reported revenues for 20@32002 include $263.8 million and $151.6 millioespectively, of revenues related to these
components.

During the third quarter of 2003, a managementesudentified an issue relating to work-in-processentory accounts (Inventory) at two locationshiitDresser-Rand. It was determined that certain
Inventory had not been properly relieved upon sleipnauring the time period 1999 to 2003, resultimgn overstatement of inventory. Management imatety began an extensive, in-depth review of
accounts and records associated with Dresser-Raimgdhe time period since the Company acquirdicofunership in February 2000. This review ideietif overstatements requiring the following
adjustments: reduce inventory ($33.8 million); reeldepreciation expense ($9.9 million); and rechezesion expense ($7.5 million). In addition, teeiew revealed that certain accruals had not been
properly relieved (a reduction of $6.7 million) acettain intercompany accounts had not been relesh@ reduction of $10.1 million). The net effe¢trecording the preceding adjustments (a total
reduction of assets of $33.8 million and a totdletion of expenses and liabilities of $34.2 miilidn the third quarter of 2003 increased conseédidanet income in the quarter by $0.4 million.

The adjustments described in the preceding parhgtapreased operating income in the third quasted34 million (of which $1.1 million related toipr periods) through charges to “cost of goods'sold
and "selling and administrative expenses." In tafdj amounts related to prior periods which weaeorded in "other income (expense), net resultéddreasing the Company's consolidated pre-taxnreco
by $3.8 million. The effect of recording thesetdinents in the third quarter of 2003 (a $0.4 wrillincrease to consolidated net income) was imradteln addition, the effect of recording the amtuin
the applicable previously reported periods wouldehbeen immaterial to the Company.

As a consequence of the items referred to aboeeCtimpany conducted a thorough investigation ofélevant internal controls and made appropriataghbs.

2002 vs. 2001: Dresser-Rand revenues for 2002, increased byzippately 16% compared to 2001, while operatingime and margins also increased. The improvedtseard mainly attributable to
volume increases. Additionally, revenues and nmargiere impacted by certain large components teat wurchased by Dresser-Rand on behalf of custoamer passed through at lower margins.
Reported revenues for 2002 and 2001 include $15ill®n and $106.0 million, respectively, of reversurelated to these components.

Infrastructure
Infrastructure is engaged in the design, manufactale and service of skid-steer loaders, minaeators, golf and utility vehicles, portable congsers and light towers, road construction and repai
equipment, and a broad line of drills and drillegsories. It is comprised of Bobcat, Club Cartdtde Power, Road Development and Specialty Equipme

Dollar amountsin millions 2003 2002 2001
Net revenue $2,924.¢ $2,651.1 $2,570.2
Operating income 317.: 238.7 219.7
Operating margin 10.8% 9.0% 8.5%

2003 vs. 2002 Infrastructure revenues for 2003 increased Ipr@pmately 10% compared to 2002. Higher volumemanted for approximately 5% of the increase, evttie effects of currency translat
accounted for a majority of the remaining increa®perating income and margins for the year en®®3 2ncreased significantly. The estimated besefiisociated with the restructuring programs and
improved productivity increased operating incomeapproximately $31 million, while higher volumesdgoroduct mix, and the effects of currency transtaincreased operating income by $32.3 million
and $19.0 million, respectively. Additionally, tieewere no charges for restructuring and produgtimvestments in 2003. These charges amount&@2db million in 2002. These positive effects were
partially offset by $7.2 million in costs for imprenting new efficiency initiatives, increased prodiability costs, and other charges, such asérigiension and other employee benefit costs.

Revenues and operating income, for all businessttilnfrastructure Segment, increased in 20@&adtructure revenues and operating income bedefibm higher volumes, which were primarily
associated with new product sales and strong Narikrican markets in the Bobcat business, continmiagket share gains from Club Car in the North Aoger golf market, and improved overseas sales
from the Road Development business. The effectsiokncy translation also had a positive impacthenSegment's revenues and operating income dhe &irengthening of the euro and Canadian dollar
against the U.S. dollar.

2002 vs. 2001 Infrastructure revenues for 2002 increased yr@pmately 3% compared to 2001. The increasemaisly attributable to higher volumes. Operatingdme and margins also increased in
2002. The increase was mainly attributable toettfiects of adopting SFAS No. 142, which ceased &ration of goodwill beginning January 1, 2002. d@will amortization of $26.1 million was recorded
in 2001. The estimated benefits associated withetkucturing programs and improved productivityreased operating income by approximately $2%ianill In addition, higher volumes and favorable
product mix at Club Car and Bobcat increased opeyaticome by $14.0 million over 2001. Higher dayge benefit and warranty costs, as well as irserédad debt write-offs, general insurance and
factory investments had an unfavorable impact @0r1.

Security and Safety

Security and Safety is engaged in the design, naatwife, sale and service of locks, door closelisdexices, door control hardware, doors and frardesorative hardware, electronic and biometrieasc
control systems, and time and attendance syst&imis. Segment previously included the Company's laaicusiness unit, which was sold during 2003 ahdse results are now included in "Discontinued
operations, net of tax."

Dollar amountsin millions 200: 200z 2001
Net revenue $ 1,605.1 $1,470.. $1,376.
Operating income 316.! 275.i 232.1
Operating margin 19.7% 18.8% 16.9%

2003 vs. 2002 Security and Safety revenues for 2003 increagegbproximately 9% compared to 2002. Higher vatarand product mix, the results of acquisitions, thie effects of currency translation
accounted for approximately 3%, 2%, and 2%, respelgt of the increase. The remaining increase pramarily due to pricing. Operating income andrgins increased for the year ended 2003. The
estimated benefits associated with the restruausiegrams and improved productivity increased atireg income by approximately $21 million, whiléging, and higher volumes and product mix
increased operating income by $11.6 million an@$8illion, respectively. Additionally, there wene charges for restructuring and productivity irtweents in 2003. These charges amounted to $14.2
million in 2002. These positive effects were pallyi offset by increased investments in new proslactd to maintain current market share in coreymtsi as well as other charges, such as higheiqrens
and other employee benefit costs.

Security and Safety achieved revenue growth thrangtket share gains in the United States, whiclewleiven by its strategic initiatives. Additionalthe full year inclusion of Electronic Technolegi
Corporation, which was acquired in 2002, and thditamh of Integrated Access Systems, acquired BB320iad positive effects on revenues and operatzane.

2002 vs. 2001 Security and Safety revenues for 2002, increagezbproximately 7% compared to 2001. The resilecquisitions accounted for a 4% increase inmaes, with the remaining increase
mainly attributable to higher volumes. Operatingdme and margins both increased in 2002. Theaserwas mainly attributable to the estimated litsresociated with the restructuring programs and
improved productivity, which amounted to approxisigi$24 million and decreases in charges for proditg investments of $18.2 million over 2001. Téfects of adopting SFAS No. 142, which cee



amortization of goodwill beginning January 1, 208Bp had a positive impact. Goodwill amortizatafr$14.3 million was recorded in 2001. Favorgtreduct mix increased operating income in 2002 by
$10.6 million. These benefits were partially offeg the continued investment in Security and Sadeowth initiatives of $10.6 million and higher ptayee benefit and insurance costs.

Employee Benefit Plans

Pensions Net periodic pension cost for 2003 totaled $83.0ioni. The sale of Engineered Solutions causedaasion curtailment and settlement gains of $idllfion. In the first quarter of 2003, the
Company remeasured its major U.S. pension plartalthee sale of Engineered Solutions. Prior togasurement, the assumptions used to calculategpelbsnefits were as follows: 6.75% discount rate;
4.00% rate of compensation increase and a 8.75%ceeqh return on plan assets. Upon remeasuremerdjgbount rate was decreased to 6.50% to refleattiange in market conditions. The net periodic
pension cost for non-U.S. plans for 2003 was baseithe weighted- average assumptions discloseée¢mber 31, 2002. The assumptions expected tedskin the 2004 net periodic pension benefit cost
are the same as were used at the end of 2003culatal the pension benefit obligation.

Net periodic pension cost for 2002 was $27.4 millidNet periodic pension cost for the U.S. pengiams for the first three quarters of 2002 was Basethe weighted-average assumptions disclosed at
December 31, 2001. Those assumptions for theplaBs were a discount rate of 7.25%, a 5.00% rfaterapensation increase and an expected returfeonagsets of 9.00%. Inthe fourth quarter of 2002,
the Company approved certain amendments to itspgiSsion plans for non-bargaining employees, dffectanuary 1, 2003. The plan amendments werdisamt events with regard to certain plans and
therefore required remeasurement of the planstsaasd obligations as of the date the plan amentinvegre approved. Prior to the plan amendmentsCtmpany's U.S. salaried plans principally provided
benefits based on a career-average earnings farriflective January 1, 2003, the Company's penglans for U.S. non-collectively bargained emplaypsovide benefits on a more modest final average
pay formula. The affected pension plans were reoreal in the fourth quarter using updated assumgtis follows: 6.75% discount rate; 4.00% rateophpensation increase and a 9.00% expected return
on plan assets. The remeasurement had the résuitreasing net periodic pension cost by approxatya$9.0 million in the fourth quarter of 2002.et\periodic pension cost for the non-U.S. pensiang

for 2002 was based on the weighted-average assamspisclosed at December 31, 2001.

The Company's investment objectives in managinddfied benefit plan assets are to ensure thaeptend future benefit obligations to all partis and beneficiaries are met as they becometalue;
provide a total return that, over the long termximazes the ratio of the plan assets to liabilitiehile minimizing the present value of requiredn@many contributions, at the appropriate levelssif;rand
meet any statutory requirements, laws and localleégry agencies requirements. Key investmentsitats reviewed regularly are asset allocationgstment manager structure, investment managers,
investment advisors and trustees or custodiansasaet/liability modeling (ALM) study is used as thasis for global asset allocation decisions guthted approximately every five years or as require
The Company's current strategic global asset almtéor its pension plans is 60% in equity sedesiand 40% in debt securities and cash. The Coyngets upper limits and lower limits of plus omus
5%. The asset allocations are reviewed quarterdythe rebalancing strategy is triggered quartétlye cash flows are not sufficient to rebalariee plans and appropriate action is taken to bliegptans
within the strategic allocation ranges.

The Company contributed an additional discretiorg290 million to its pension plans in 2003. Thex@any currently projects that it will contributepapximately $65 million to its plans worldwide in
2004. The Company's policy is to fund an amouhictvcould be in excess of the pension cost exgkrssiject to the limitations imposed by curremtriegulations. While the Company anticipates
funding the plans in 2004 in accordance with cbtions required by funding regulations or the lamsst of the non-U.S. plans require employee dmutions based on the employees' earnings. Ryior t
2003, the Company contributions averaged approxin&40 million a year for the previous five years.

Pension benefit payments for 2004 are expecteé ipproximately $193.8 million. Pension expense2@i®4 is projected to be approximately $50 milliatilizing the assumptions used to calculate the
pension benefit obligations at year end.

Postretirement Benefits Other Than PensiaNst periodic postretirement benefit cost other thansion cost for 2003 totaled $77.1 million. Atailiment gain relating to the sale of EngineeBetlitions
was recorded of $6.9 million in 2003. In Februa®p3, the Company remeasured its postretirementcala to the sale of Engineered Solutions. Roisemeasurement, the discount rate used to cédcula
postretirement benefits was 6.75%. Upon remeasuenie discount rate was decreased to 6.50% lectehe change in market conditions. No change made to the health care cost trend rate at that
time. The weighted-average assumptions used toleét the postretirement benefit obligation atehd of 2003 were a discount rate of 6.00% anctas®s in per capita cost of covered health carefiten
of 11.00% for the next year, gradually reducin® 5% by 2010. The assumptions expected to beingbd 2004 net periodic postretirement benefit @e the same as were used at the end of 2003 to
calculate the postretirement benefit obligation.

Net periodic postretirement benefit for 2002 wa2.87illion, with curtailment gains relating to thean amendments of $3.0 million. Net periodictpetirement benefit cost for the first three quertef

2002 was based on the weighted-average assumplismissed at December 31, 2001. Those assumptieresa discount rate of 7.25% and increases icgygita cost of covered health care benefits of
11.00% for 2002, gradually reducing to 5.25% by&0 the fourth quarter of 2002, certain plan adreents were approved and were effective Janu&9d3. The amendments include the elimination of
subsidized life insurance for all future retireesl ¢he elimination of subsidized postretirementthegare benefits for all new hires, as well asaalive employees who do not meet certain eligbili
requirements as of January 1, 2003. In additiee amendments limit the amount the Company wilkglibe for postretirement health care benefits flatedollar cap with cost escalation equally sklare
between the Company and the retiree. When thésaaached, the retiree becomes responsible fadditional cost escalation. These amendments emrsidered significant events with respect to the
plan and therefore remeasurement of the plan didigavas required as of the approval date. Theghted-average assumptions used in the fourth quarneeasurement were a discount rate of 6.75% and
increases in per capita cost of covered healthlwamefits of 11.00% for the next year, gradualjuang to 5.25% by 2009. The postretirement béwrefit was reduced in the fourth quarter of 2002 by
approximately $4.0 million as a result of the ptameasurement.

The Company funds postretirement benefit costxjpaily on a pay-as-you-go basis. Benefit paymémtpostretirement benefits, which reflect futues\sce, as appropriate, are expected to be paid as
follows: $73.7 million in 2004, $76.6 million in 26, $78.2 million in 2006, $79.4 million in 20077&9 million in 2008 and $387.4 million for the ye®2009 to 2013. Postretirement benefit cosR6iy4
is projected to be approximately $85 million, iitig the assumptions used to calculate the pastne¢int benefit obligations at year end.

In December 2003, the Medicare Prescription Dragorbvement and Modernization Act was signed inte lén early January 2004, the Financial Accounttgndards Board (FASB) released FASB Staff
Position No. 106-1 entitled, Accounting and Discli@sRequirements Related to the Medicare Presonifi?rug, Improvement and Modernization Act of 2003e current accounting rules require a
company to consider current changes in applicalvls Wwhen measuring its postretirement benefit crstisaccumulated postretirement benefit obligatioFise Company is analyzing its possible
consequences to determine the impact of this ksl on its postretirement benefit plans. The @any's measurement date for the postretiremenfibprans is November 30 and therefore the net
periodic postretirement benefit costs for the pkthmt includes the Act's effective date wouldhefirst quarter of 2004.

Liquidity and Capital Resources
The following table contains several key measusesiby management to gauge the Company's fingraitdrmance.

Dollar amountsin millions 2003 2002 2001
Operating cash flow $241.2 $593.3 $525.0
Working capital 485.6 320.0 721.7
Current ratio 1.2 11 1.2
Debt-to-total capital ratio 33% 48% 46%
Average working capital to net sales 5.1% 2.1% 4.9%
Average days outstanding in receivables 57.5 60.2 59.9
Inventory turnover 6.7 5.3 5.0

The Company's primary source for liquidity has beparating cash flow. The decrease in net casWiged by operating activities in 2003 reflects @@mpany's voluntary pension contributions made
during the year of approximately $200 million ansignificant increase in accounts receivable, pritpaue to the termination of the Company's asseuritization program as discussed below. These
effects were partially offset by an increase imeags from continuing operations of $227.9 milliamd lower inventory levels.

During 2003, the Company terminated its asset #&tation program (the program), under which selbsiness units sold a pool of trade accountsivabée to two wholly owned speciglrpose entities
As a result of the termination of the program, appmately $240 million of receivables were repursd@ by the Company from the special-purpose esitifihe remaining increase in accounts receivable
was mainly attributable to higher revenues in thath quarter of 2003. These effects were paytiafiset by more efficient credit collections dugithe year.

During 2003, inventory levels were reduced as tbm@any continued the implementation of certain apenal improvement programs and initiatives, al a&achieving more efficient purchasing.
Inventory turnover was higher and a strong fourhrter in 2003 also caused inventory backlog toebse. Additionally, as previously discussed, mwogy was reduced due to write-offs associated with
inventory misstatements at Dresser-Rand.

Net cash provided by (used in) investing activitre2003 was $815.2 million compared to $(187.6liam in 2002. The increase reflects the cashiveckfor the dispositions of Engineered Solutions,
Waterjet, and Laidlaw. Additionally, in associatiwith the sale of Engineered Solutions, the Corgpaneived shares of Timken common stock, valueklld0 million on the date of sale. The Comp



sold these shares during 2003, which resultedertgx proceeds of approximately $147.6 million.

Net cash used in financing activities in 2003 w&51$9 million compared to $296.0 million in 200Bhe increase reflects the repayment of $793.6 amiltif long-term debt during 2003. These payments
were funded with the proceeds from the sale of E#yied Solutions and operating cash flow.

In addition to operating cash flow, the Companypements its liquidity with commercial paper. Tempany's ability to borrow at a cost-effectiveerahder the commercial paper program is contingent
upon maintaining an investment-grade credit ratiAg.of December 31, 2003, the Company's creditgatwere as follows:

Short-term Long-term
Moody's p-2 A3
Standard and Poor's A-2 BBB+

The Company has other short-term borrowing altéreatshould the need arise. At December 31, 20@3Company had a $1.25 billion revolving creddility maturing in July 2006, and a $750 million
364-day credit facility maturing in June 2004, boftwhich were unused. The Company also has thierof convert the 364-day facility into a one-yé&arm loan at any time, which provides additional
financing flexibility. The Company's public deids no financial covenants and its $2.0 billiorofeing credit lines have a debt-to-total capitateoant of 65%, which is calculated excluding noskca
items. As of December 31, 2003, the Company's-tiefuital capital ratio was significantly beneatistlimit. Additionally, $1,043 million of non-U.Sredit lines were available for working capital
purposes, of which $808 million was unused at teedinber 31, 2003.

In 2004, the Company has scheduled debt retireneéragproximately $800 million, which include apgpimately $350 million in bonds that may requireagment at the options of the holders. The
Company does not expect the bond holders to exetfeese options. The Company's cash generatige, lenused capacity under its committed borrowawilifies, and the ability to refinance debt over
longer maturities provide it sufficient capacitydover all cash requirements for capital expendgudividends, debt repayments, and operating Ead@urchase obligations in 2004. Additionalhege
capacities provide support for commercial paperathér financial instruments, such as letters etlitrand comfort letters.

In 2003, foreign currency translation adjustmentseased shareholders' equity by $302.9 milliohis Was due to the weakening of the U.S. dollaimsgather currencies in countries where the Compan
has significant operations. In 2002, foreign cocsetranslation adjustments increased shareholeguity by $124.3 million.

The following table summarizes the Company's cetdic cash obligations by required payment periodsjillions:

Payment Long-+ermr Purchas Operating Total contractu

due by perio deb obligation: lease cash obligatior
Less than 1 ye $ 7227 $469.1 $ 775 $1,269.5
1-3year 795.€ 15 103.1 900.2
3-5year 412.2 0.1 54.0 466.4

More than 5 yea 310.7 - 22.8 333.t
Total $2,241.2 $470.7 $257.4 $2,969.4

The average short-term borrowings outstanding,ueliet) current maturities of long-term debt, wer@28 million in 2003, compared to $464.8 million2002. The weighted-average interest rate during
2003 and 2002 was 4.8% and 3.2%, respectively. aVkeage interest rate is higher in 2003 due tecaedise in U.S. debt borrowings and an increadebhborrowings outside the U.S.. The maximum
amounts outstanding during 2003 and 2002 were 83th8lion and $652.3 million, respectively.

Capital expenditures were $107.9 million and $128ilion in 2003 and 2002, respectively. The Compaontinues investing to improve manufacturingduretivity, reduce costs, and provide
environmental enhancements and advanced technslfugiexisting facilities. The capital expenditym®gram for 2004 is estimated at approximatelydhidlion, including amounts approved in prior
periods. Many of these projects are subject t@reand cancellation at the option of the Compaithiout incurring substantial charges. There ar@laaoned projects, either individually or in the
aggregate, that represent a material commitmerthéo€ompany.

At December 31, 2003, 2002 and 2001, employmeatedt42,307, 44,571 and 45,351, respectively. dedueease from 2002 to 2003 was primarily due tabeant reductions associated with the
elimination of excess capacity and process impr@rgm The decrease from 2001 to 2002 was duertorations from the Company's restructuring progresmich were partially offset by acquisitions.

Financial Market Risk

The Company is exposed to fluctuations in the poicenajor raw materials used in the manufacturirgcpss, foreign currency fluctuations and interatg changes. From time to time the Company enters
into agreements to reduce its raw material, foreigmency and interest rate risks. To minimizerthk of counter party non-performance, such age#mare made only through major financial institeg
with significant experience in such financial instrents.

The Company experiences foreign currency exposari® normal course of business. To mitigaterisiefrom foreign currency exchange rate fluctuasiothe Company will generally enter into forward
currency exchange contracts or options for thelmase or sale of a currency in accordance with traany's policies and procedures. The sensitiviglysis is a measurement of the potential losaiin f
value based on a percentage increase or decreasehange rates against the U.S. dollar. Basebeofirmly committed foreign currency derivativestruments in place at year end, a hypothetical ghan
fair value of those financial instruments assunari)% increase in exchange rates against the Oli&r drould result in an unrealized loss of appnoately $23.2 million. These amounts would be dffse
by changes in the fair value of underlying fore@mrency transactions.

The Company maintains significant operations inntoes other than the U.S.; therefore, the movernéttie U.S. dollar against foreign currencies &masmpact on the Company's financial position.
Generally, the functional currencies of each of@enpany's non-U.S. subsidiaries are its localenay. The Company manages exposure to changeeeigri currency exchange rates through its normal
operating and financing activities, as well as tigto the use of forward exchange contracts and stmually, options. The Company attempts, througlthéedging activities, to mitigate the impact oocame

of changes in foreign exchange rates on cash flows.

The Company purchases, on a limited basis, comsdeéitivatives to hedge the variable portion in digoontracts of the costs of metals used iniitglpcts. Gains and losses on the derivatives are
included in cost of sales in the same period ahiéulged transaction. During 2003, fixed-pricedpdiep agreements replaced maturing commodity fodaamtracts, which decreased the number of
outstanding contracts at December 31, 2003. Tihedkue of outstanding commaodity contracts at Deber 31, 2003 was less than $0.1 million.

With regard to interest rate risk, the effect dfygothetical 1% increase in interest rates, acaissaturities, would decrease the estimated faiue of the Company's long-term debt at Decembg@Q3,
from $1,701.1 million to an estimated fair value$df598.3 million.

Environmental and Asbestos Matters

The Company continues to be dedicated to an enwiental program to reduce the utilization and getimraf hazardous materials during the manufactuprocess and to remediate identified
environmental concerns. As to the latter, the Cawgaurrently is engaged in site investigations esrdedial activities to address environmental clgainom past operations at current and former
manufacturing facilities.

During 2003, the Company spent $0.7 million on tpirojects for pollution abatement and contrald an additional $9.3 million for environmental reshiation expenditures at sites presently or forynerl
owned or leased by the Company. It should be nibi@idthese amounts are difficult to estimate bez@mwironmental improvement costs are generallgragf the overall improvement costs at a particula
plant. Therefore, an accurate estimate of whichigoiof an improvement or a capital expenditurates to an environmental improvement is difficalascertain. The Company believes that these
expenditure levels will continue and may increagerdime. Given the evolving nature of environnathaws, regulations and technology, the ultimatst of future compliance is uncertain.

The Company is a party to environmental lawsuits @aims, and has received notices of potentidatiins of environmental laws and regulations fritve Environmental Protection Agency and sim



state authorities. It is identified as a potenyiaisponsible party (PRP) for cleanup costs asttiaith off-site waste disposal at federal Supsafand state remediation sites. For all sitesthee other
PRPs and, in most instances, the Company's sitdviement is minimal.

In estimating its liability, the Company has assdritevill not bear the entire cost of remediatidraay site to the exclusion of other PRPs who mayointly and severally liable. The ability of ethPRPs
to participate has been taken into account, basedrglly on the parties' financial condition andhable contributions on a per site basis. Addéldawsuits and claims involving environmental reegtare
likely to arise from time to time in the future.

Although uncertainties regarding environmental textbgy, U.S. federal and state laws and regulatansindividual site information make estimating thability difficult, management believes that the
total liability for the cost of remediation and émmnmental lawsuits and claims will not have a miateeffect on the financial condition, resultsagferations, liquidity or cash flows of the Compdayany
year. It should be noted that when the Comparignasges its liability for environmental matters, bugstimates are based on current technologieshendompany does not discount its liability or ase
any insurance recoveries.

Ingersoll-Rand Company (IR-New Jersey), a Compaihgigliary, is a defendant in numerous asbestogetelawsuits in state and federal courts. In wilffuall of the suits a large number of other
companies have also been named as defendantscldlims against IR-New Jersey generally allege jnfiaused by exposure to asbestos contained irircefttR-New Jersey's products. Although IR-New
Jersey was neither a producer nor a manufactureshigstos, some of its formerly manufactured prisdutilized asbestos-containing components, sugfasiets purchased from third-party suppliers.

All claims resolved to date have been dismissesktited, and IR-New Jersey's average settlementiginper claim has been nominal. For the year edemmber 31, 2003, total costs for settlement and
defense of asbestos claims after insurance re@svarid net of tax were approximately $16.6 millidie Company believes that its reserves and inserare adequate to cover its asbestos liabititiels
the costs of defending against them, and that thslsestos liabilities are not likely to have a matedverse effect on its financial position, fésof operations, liquidity or cash flows.

See also the discussion under Note 8, Commitment£antingencies, to the Consolidated FinanciaeBtants.

New Accounting Standards

In January 2003, FASB Interpretation No.46 (FIN,4€onsolidation of Variable Interest Entities" wiasued. FIN 46 provides guidance on consolidatemipble interest entities and applies immediate
variable interests created after January 31, 200®ecember 2003, the FASB deferred the effeaa of FIN 46 for all variable interest entitiesthe first reporting period ending after March 2604.
The interpretation requires variable interest &#ito be consolidated if the equity investmentsitis not sufficient to permit an entity to finamits activities without support from other pasta the equity
investors lack certain specified characteristithe Company is reviewing FIN 46 to determine itpat, if any, on future reporting periods, and doefsanticipate any material accounting or disatesu
requirements under the provisions of the interpiata

In May 2003, the FASB issued SFAS No. 150, "Accignfor Certain Financial Instruments with Charaistics of both Liabilities and Equity." SFAS Nb50 provides guidance for companies that issue
financial instruments that have characteristicbath liabilities and equity to determine if thetinsnent should be classified as a liability or ¢gdor financial instruments entered into or moelifiafter May
31, 2003. The adoption of SFAS No. 150 did notehawnaterial effect on the Company's consoliddtezhtial position or results of operations.

In December 2003, the Securities and Exchange Cssioni issued Staff Accounting Bulletin No. 104 (SA®4), Revenue Recognition. SAB 104 supercedes BB Revenue Recognition in Financial
Statements to include the guidance from Emergisges Task Force EITF @k "Accounting for Revenue Arrangements with Mu#ipeliverables." The adoption of SAB 104 did navé a material effe:
on the Company's consolidated financial positionesults of operations.

In December 2003, the FASB issued SFAS No. 1329eel2003), "Employers' Disclosures about PensimisOther Postretirement Benefits." The standagdires that companies provide more details
about their plan assets, benefit obligations, ¢&sts, benefit costs and other relevant informatidine guidance is effective for fiscal years egdifter December 15, 2003, and for quarters beggnafter
December 15, 2003. The Company has fully adogtiscstandard for the year ended December 31, 2003.

In January 2004, the FASB released FASB Staff RPosNo. 106-1 entitled, Accounting and DisclosurRirements Related to the Medicare PrescriptiargPimprovement and Modernization Act of
2003. The current accounting rules require a compauconsider current changes in applicable lawsmweasuring its postretirement benefit costs andraulated postretirement benefit obligations. The
Company has begun to analyze its possible consegsemd to determine the impact of this legislatiorits postretirement benefit plans. The Commamgasurement date for the postretirement benefit
plans is November 30 and therefore the net peripatretirement benefit costs for the period thaliides the Act's effective date would be the fixsarter of 2004.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

The Company is exposed to fluctuations in the poicenajor raw materials used in the manufacturiracpss, foreign currency fluctuations and interatg changes. From time to time the Company enters
into agreements to reduce its raw material, foreigmency and interest rate risks. To minimizerthk of counter party non-performance, such age#mare made only through major financial institeg
with significant experience in such financial instrents.

The Company experiences foreign currency exposarié® normal course of business. To mitigaterisiefrom foreign currency exchange rate fluctuasiothe Company will generally enter into forward
currency exchange contracts or options for thelmase or sale of a currency in accordance with trafany's policies and procedures. The sensitiviglysis is a measurement of the potential losaiin f
value based on a percentage increase or decreaesehange rates against the U.S. dollar. Basebeofirmly committed foreign currency derivativestruments in place at year end, a hypothetical ghan
fair value of those financial instruments assundri percent increase in exchange rates against. $1adollar would result in an unrealized losspproximately $23.2 million. These amounts wotgd b
offset by changes in the fair value of underlyingefgn currency transactions.

The Company maintains significant operations inntoes other than the U.S.; therefore, the movernéttie U.S. dollar against foreign currencies &masmpact on the Company's financial position.
Generally, the functional currencies of each of@enpany's non-U.S. subsidiaries are its localenay. The Company manages exposure to changeeeigri currency exchange rates through its normal
operating and financing activities, as well as tigio the use of forward exchange contracts and mgtidhe Company attempts, through its hedgingiies, to mitigate the impact on income of chaniges
foreign exchange rates.

With regard to interest rate risk, the effect dfy@othetical 1% increase in interest rates, acatignaturities, would decrease the estimated falue of the Company's long-term debt at Decembg2@Q3,
from $1,701.1 million to an estimated fair value$df598.3 million.

Reorganization as a Bermuda Company and Related Rig~actors

On December 31, 2001, IR-New Jersey was effectirayganized as IR-Limited, a Bermuda company Rberganization). The Company believes that thedg@edzation has enabled it to begin to realize
a variety of potential, financial and strategic &fs, including to:

- help enhance business growth;
- create a more favorable corporate strechir expansion of the Company's current business;

- improve expected cash flow for use in Btirgy in the development of higher-growth prodiré$ and
higher-growth businesses;

- improve expected cash flow for use in @dg the amount of the Company's debt;

- reduce the Company's worldwide effectave fate;

- enable the Company to implement its bussrerategy more effectively; and

- expand the Company's investor base ahéses may become more attractive to non-U.S. iores

To consummate the Reorganization, IR Merger Cotjmraa New Jersey corporation, merged into IR-Newsey, with IR-New Jersey as the surviving compddgon the merger, IR-New Jersey became a
wholly-owned, indirect subsidiary of the Compangdahe outstanding shares of IR-New Jersey comrtomk svere automatically cancelled in exchangeierissue of the Company's Class A common
shares. The number of Class B common shares ismebdn aggregate value equal to the fair markeewaf the shares of the subsidiaries transfertesl ttansferred shares) and the amount of detedss

the Company based on the market value of IR-Neseyetommon stock at the effective time of the merdgrrior to the Reorganization, neither the Conypaaor IR-Merger Corporation had any significant
assets or capitalization or engaged in any busimesther activities other than in connection wighmation and the merger and related reorganizatamsactions



The Reorganization exposed the Company to the deg&sribed below. In addition, the Company catoassured that the anticipated benefits of thed@@i@ation will be realized.

The Reorganization and related transef assets could result in a taxable gain.

There is a possibility of U.S. withholding tax fifet Internal Revenue Service successfully disptiesalue of the transferred shares. Therefordewhe Company believes that neither IR-New Jersey
the Company will incur significant U.S. federal @ame or withholding taxes as a result of the transfehe transferred shares, its projections atebiraling on the Internal Revenue Service. The famy
cannot be assured that its anticipated tax costsrespect to the transferred shares will be borrigthat the Internal Revenue Service will notteshits determination, nor that the Internal Rexe8ervice
will not succeed in any such contest.

Certain of the Company's shareholders ntzg/subject to additional tax if the
Company or any of its non-U.S. subatiiks are considered a "controlled foreign
corporation” or "CFC" under current US. tax laws.

A non-U.S. corporation (a foreign corporation), lsas the Company, will constitute a "controlledefgn corporation” or "CFC" for U.S. federal incotag purposes if U.S. shareholders owning (directly,
indirectly, or constructively) 10% or more of th@dign corporation's total combined voting powetemtively own (directly, indirectly, or construgtly) more than 50% of the total combined votingvpo

or total value of the foreign corporation's sharEsllowing the merger and as of December 31, 2R®New Jersey, through its ownership of the notingpClass B common shares, owned approximately
45% of the total value of the Company's sharesa dsnsequence, any Class A common shareholdeisvdomsidered to own 10% of the voting power in@wmpany could cause the Company's non-U.S.
subsidiaries or (if the Internal Revenue Serviasseasfully takes the position that the Class B comshares held by IR-New Jersey in the Companyatieg shares) the Company itself to be treateal as
CFC.

If the Company or any of its foreign subsidiaries teated as a CFC, this status should have rerseleffect on any of the Company's shareholdeocsdsmot own (directly, indirectly, or constructiye
10% or more of the total combined voting power lbtksses of the Company's shares or the shar@syodf its foreign subsidiaries. If, however, @empany or any of its foreign subsidiaries arated a:
a CFC for an uninterrupted period of 30 days orerthiring any taxable year, any U.S. shareholderavirts (directly, indirectly, or constructively) 1086 more of the total combined voting power of all
classes of stock of the Company or the subsidiargry day during the taxable year and who diremtlindirectly owns any stock in the corporation tast day of such year in which it is a CFC wilveao
include in its gross income for U.S. federal incaiawe purposes its pro rata share of the corporatisubpart F income" relating to the period dunvigch the corporation is a CFC.

In addition, if the Company is treated as a CF€,ghin on the sale of the Company's shares redlizsdch a shareholder would be treated as ordinapme to the extent of the shareholder's propoatie
share of the Company's and its CFC subsidiarieistributed earnings and profits accumulated dutiregshareholder's holding period of the sharesevthe Company is a CFC.

If the U.S. shareholder is a corporation, howeltenay be eligible to credit against its U.S. tabllity with respect to these potential inclusidoseign taxes paid on the earnings and profite@aged with
the included income. A disposition of shares ty.&. shareholder may result in termination of tleenPany's CFC status or the CFC status of its farsidsidiaries.

The Internal Revenue Service and norSUtaxing authorities may not agree with the
Company's tax treatment of various itenedating to the Reorganization.

The Company believes that the Reorganization il ienhance its business growth and cash flow edidce its worldwide effective tax rate. Howevee @ompany cannot give any assurance as to the
amount of taxes it will pay as a result of or aftexr Reorganization. The amount of taxes it wilf pall depend in part on the treatment given therPany by the taxing authorities in the jurisdicgan
which it operates.

The Company may become subject to lddBporate income tax, which would reduce its net
income.

Prior to the Reorganization, IR-New Jersey wasestttip U.S. corporate income tax on its worldwideoime. After the Reorganization, the earningdfRelNew Jersey and its U.S. subsidiaries continue
subject to U.S. corporate income tax. The Compmetigves that as a result of the ReorganizationatsU.S. operations will generally not be subjedt).S. tax other than withholding taxes. Howeifer,
the Internal Revenue Service successfully contématsthe Company or any of its non-U.S. affiliaées engaged in a trade or business in the U.SCahgpany or that non-U.S. affiliate would, subject
possible income tax treaty exemptions, be requogzhy U.S. corporate income tax and/or branchitsrtx on income that is effectively connectedwgtich trade or business.

Changes in laws or regulations couldwadsely affect the Company and its subsidiaries.

Changes in tax laws, treaties or regulations oirtterpretation or enforcement thereof could adelgraffect the tax consequences of the Reorganizati the Company and its subsidiaries. In this
connection, bills have been introduced in the Whitates Congress which, if enacted, could subatnteduce or eliminate the tax benefits resgitfirom the Reorganization.

There are also proposed legislative and regulatotipns which could reduce or eliminate the abilitghe Company or its subsidiaries to enter irdntracts with governmental authorities. To date,
however, the only laws to have been enacted eitherot apply to the Company or will have miniméhny, impact on its business.

The enforcement of judgments in shardéder suits against the Company may be more
difficult than it would have been to farce shareholder suits against IR-New Jersey.

The Company has been advised that a judgmentéquaiment of money rendered by a court in the driiates based on civil liability would not be angdically enforceable in Bermuda. It has also been
advised that with respect to a final and conclugiidgment obtained in a court of competent jurigditin the United States under which a sum of nydagayable (other than a sum of money payable in
respect of multiple damages, taxes or other chasfjadike nature or in respect of a fine or othenalty), a Bermuda court would be expected toreefa judgment based thereon, provided that (&) suc
courts had proper jurisdiction over the partiegeettto such judgment, (b) such courts did not ne the rules of natural justice of Bermudas(mh judgment was not obtained by fraud, (d) the
enforcement of the judgment would not be contrarthe public policy of Bermuda, (e) no new admikes#vidence relevant to the action is submittedro the rendering of the judgment by the coufts o
Bermuda and (f) there is due compliance with theem procedures under the laws of Bermuda.

As a result, it may be difficult for a holder oktiCompany's securities to effect service of proeegsn the United States or to enforce judgmeritamed against the Company in U.S. courts. Thaizomy
has irrevocably agreed that it may be served witlegss with respect to actions based on offerssales of securities made in the United States binpdngersoll-Rand Company, 200 Chestnut Ridge
Road, Woodcliff Lake, New Jersey 07677, be its ldgent appointed for that purpose.

A Bermuda court may impose civil liability on th@@pany or its directors or officers in a suit brbtig the Supreme Court of Bermuda against the Gompr such persons with respect to a violation of
U.S. federal securities laws, provided that thésfaarrounding such violation would constitute ivegrise to a cause of action under Bermuda law.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

(a) The consolidated financial statements aedéport thereon of PricewaterhouseCoopers LLRddate
February 4, 2004, except as to Note 1ichvis as of February 19, 2004, are included ashixh3 -
Ingersoll-Rand Company Limited Annual Rego Shareholders for 2003, filed herewith.

(b) The unaudited quarterly financial data for tive-year period ended December 31, is as follows:

In millions, except per share amounts

Basic Diluted

Cost of earning earning:

Net goods Operating Net percommo per commo

2003 sales* sold* income*  earnings shart share
First quarter $2,182.1 $1,678.¢ $163.6 $ 153.2 $ 0.91 $ 0.90

Second quarter 2,508.€ 1,897.7 217.0 139.2 0.82 0.81



Third quartel 2,519.€ 1,921.1 224.3 154.€ 0.90 0.88
Fourth quarter 2,665.€ 1,973.c 265.2 197.4 1.14 1.12
Year 2003 $9,876.2 $7,471.C $870.1 $ 644.E $ 3.77 $ 3.74
2002
First quarter $2,001.€ $1,520.1 $149.7 $(553.6 $(3.29 $(3.26
Second quarter 2,252.¢ 1,720.€ 174.7 107.4 0.64 0.63
Third quarter 2,208.2 1,691.5 149.3 89.3 0.53 0.53
Fourth quarter 2,428.€ 1,854.4 164.9 183.4 1.08 1.08
Year 2002 $ 8,891.C $6,786.€ $638.6 $(173.5 $(1.03 $(1.02

*Amounts have been restated to reflect discoetihoperations.

Item9. CHANGES IN AND DISAGREEMENTS WITH INDEPENDENT ACCOUNTANTS ON

ACCOUNTING AND FINANCIAL DISCLOSURE

None.

Item 9A CONTROLS AND PROCEDURES

The Company's management, including its Chief EtreeDfficer and Chief Financial Officer, have cartied an evaluation of the effectiveness of disglesontrols and procedures as of the end of the
period covered by this Annual Report on Form 10B&sed on that evaluation, the Chief Executived@ffiand Chief Financial Officer concluded as of &aber 31, 2003, that the disclosure controls and
procedures are effective in ensuring that all niattérformation required to be filed in this AnnuRéport on Form 10-K has been made known to theantimely fashion. There have been no significant

changes in internal controls, or in factors thatldsignificantly affect internal controls, subsegtto the date the Chief Executive Officer ande€Rinancial Officer completed their evaluation.

The information called for by Part Il (Items 10,112, 13 and 14) of Form 10-K will be includedire Company's Proxy Statement for the Company'd 20fual General Meeting of Shareholders, which
the Company intends to file within 120 days after tlose of its fiscal year ended December 31, 20@Bis hereby incorporated by reference to suokyPstatement, except that the information as ¢o th
Company's executive officers which follows Itenrmdthiis Report, is incorporated by reference ingonié 10 and 12, respectively, of this Report.

PART Ill

PART IV

Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPOR TS ON FORM 8-K

(a) 1. and 2.

(b)

Financial statementbfinancial statement schedules

The financiadt&ments, together with the report thereon of RterhouseCoopers
LLP, dated Fedmu4, 2004, except as to Note 17, which is asetir&ary 19, 2004,
included as Bbihil3 and the unaudited quarterly financial datduded in Part Il Item
8(b) are incorpied by reference in this Form 10-K Annual Repdrite financial
statement schedisted in the accompanying index should be ii@azbnjunction with
the financiatments in such Annual Report to Shareholder2G68.

Separate finahstatements for all 50 percent or less owned cangsaaccounted for
by the equity med have been omitted because no individual eatibstitutes a
significant sutiairy.

Exhibits
The exhibits lidten the accompanying index to exhibits are fileghart of this Form

10-K Annual Report

Reports on Forr8
Current Reportform 8-K (Item 9) dated January 24, 2003, reportinghe Press

Release dated dan@3, 2003 regarding Fourth Quarter and Yeaiate @002
Earnings Releaseé the Fourth Quarter 2002 Earnings Conference RZalientation
for Ingersoll-Ra@dmpany Limited.

Current Report @i 8-K (Item 2 and Item 7) dated February 18, 2@G#rting on
the sale of its Erggred Solutions Business to Timken, which cldselruary 18, 2003
and became effexfiebruary 16, 2003. It also reported on the amei®lock and
Asset Purchase Agrest dated October 16, 2002, between Ingersoll-Raordpany
Limited and the TietkCompany.

Current Report omRd-K (Item 9) dated April 17, 2003 reporting dretPress
Release dated Aprij 2003 regarding the First Quarter 2003 Earnivglease and the
First Quarter 2008rings Conference Call Presentation for IngerRalftd Company

Limited.

Current Report omRd-K (Item 5 and Item 9) dated May 29, 2003 réipgron the
voting results a¢ thnnual General Meeting of Shareholders of the gamg held May

29, 2003.

Current Report onR@-K (Item 9) dated July 17, 2003 reporting oa Bress Release
dated July 17, 2088arding the Second Quarter 2003 Earnings Refeasegersoll-
Rand Company Limited

Current Report omRd-K (Item 9) dated October 22, 2003 reportinglm Press
Release dated Oat@2e 2003 regarding the Third Quarter 2003 EarsiRglease for
Ingersoll-Rand Compd.imited.

INGERSOLL-RAND COMPANY LIMITED
INDEX TO FINANCIAL STATEMENTS



AND FINANCIAL STATEMENT SCHEDULES
(Item 15 (a) 1 and 2)

Consolidated Financial Statements:
Report of independent auditors . *
Consolidated balance sheet at.... .
December 31, 2003 and 2002. .. *

For the years ended December 31, 2003, 2002@0H
Consolidated statement of income
Consolidated statement of shareholderstyequ
Consolidated statement of cash flows.....
Notes to consolidated financial statements..
Selected unaudited quarterly financial data....

* X o *

*

Financial Statement Schedule:

Report of independent auditors on finandialesnent schedule..............ccceovvviiveeeennnn.. See below
Consolidated schedule for the years endedmleee31, 2003, 2002 and 2001:
Schedule Il -- Valuation and Qualifyin@@Ounts. ...........ccccorerieiiiieiiisiereeee s See below

*

See Exhibit 13 - Ingersoll-Rand Companynited Annual Report to Shareholders for 2003.

**  See Item 8 Financial Statements and Supplgary Data.
Financial statement schedules not included inRbisn 10K Annual Report have been omitted because thepatrapplicable or the required information is shawthe financial statements or notes thel

REPORT OF INDEPENDENT AUDITORS ON
FINANCIAL STATEMENT SCHEDULE

To the Board of Directors and Shareholders of IsgéiRand Company Limited:

Our audits of the consolidated financial statemegfisrred to in our report dated February 4, 2@34gept as to Note 17, which is as of February 0842appearing in the December 31, 2003 Annual Repo
to Shareholders of Ingersoll-Rand Company Limited is subsidiaries, the successor company to $efeRand Company, (which report and consolidated firdstatements are incorporated by refere

in this Annual Report on Form 10-K) also includedaaudit of the financial statement schedule listeldem 15(a)(2) of this Form 10-K. In our opiniahis financial statement schedule presents fainlyll
material respects, the information set forth thewmehen read in conjunction with the related cortadkd financial statements.

/SI PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP
Florham Park, New Jersey
February 4, 2004

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referém¢iee Registration Statements on Form S-3 (N8-836580) and S-8 (No. 333-67257, No. 333-35229,388-00829, No. 333-19445, and No. 333-
42133) of Ingersoll-Rand Company Limited, the sssce company to Ingersoll-Rand Company, of our ntegeted February 4, 2004, except as to Note 1¥twik as of February 19, 2004, relating to the
financial statements, which appears in the Annuggdd®t to Shareholders, which is incorporated ia fimnual Report on Form 10-K. We also consenhéoiticorporation by reference of our report dated
February 4, 2004 relating to the financial statensehedule, which appears in this Form 10-K.

S/ PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP
Florham Park, New Jersey
February 27, 2004

SCHEDULE I
INGERSOLL -RAND COMPANY LIMITED
VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 2003, 2002 AND 20D
(Amounts in millions)

Allowances for Doubtful Accounts:

Balance December 31, 20C $46.1
(*) Additions charged to costs and expenses 15.2
(**) Deductions 9.6
Balance December 31, 20C 51.7
(*) Additions charged to costs and expenses 36.0
(**) Deductions 185
Balance December 31, 20C 69.2
(*) Additions charged to costs and expenses 30.7

(**) Deductions 27.1



Balance December 31, 20C $72.8

@)
)

"Additions" also include foreign currencyafrslation and business acquisitions.
"Deductions" include accounts and advanceitem off, less recoveries.

All periods have been restated to reflect discamthoperations.

INGERSOLL-RAND COMPANY LIMITED
INDEX TO EXHIBITS
(Item 15(a))

Description

2

2.1

2.2

3.1

3.2

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

4.12

Agreement and Plan of Merger, dated as ¢bltar 31, 2001, among Ingersoll-Rand Company Lidjite
Ingersoll-Rand Company and IR Merger Coagion. Incorporated by reference to AmendmentNo.
to Form S-4. Registration Statement N@&-33642, filed October 30, 2001.

Stock and Asset Purchase Agreement, datefi@stober 16, 2002, between Ingersoll-Rand
Company Limited, on behalf of itself andtaé of its subsidiaries and The Timken Compamybehalf
of itself and certain of its subsidiaridacorporated by reference to Form 8-K dated Oatdife 2002.

Amendment to the Stock and Asset Purchaseehgent, dated as of February 18, 2003, amending the
Stock Purchase Agreement, dated as of @ctty, 2002, between Ingersoll-Rand Company Limited
on behalf of itself and certain of its sidieries and The Timken Company, on behalf of ftaad certain
of its subsidiaries. Incorporated by refere to Form Schedule 13D, filed March 5, 2093gersoll-
Rand Company.

Memorandum of Association of Ingersoll-Rareh@any Limited. Incorporated by reference to
Amendment No. 1 to Form S-4 Registratiocat&tent No. 333-71642, filed October 30, 2001.

Amended and Restated Bye-Laws of IngersaofietRaompany Limited. Incorporated by reference to
Amendment No. 1 to Form S-4 Registraticat&nent No. 333-71642, filed October 30, 2001.

Certificate of Designation, Preferences aigh®® of Series A Preference Shares of IngersofieRa
Company Limited. Incorporated by referete@&mendment No. 1 to Form S-4 Registration Statéme
No. 333-71642, filed October 30, 2001.

Rights Agreement between Ingersoll-Rand Campamited and The Bank of New York, as Rights
Agent. Incorporated by reference to AmendniNm 1 to Form S-4 Registration Statement No. 333-
71642, filed October 30, 2001.

Voting Agreement between Ingersoll-Rand Corgdamited and Ingersoll-Rand Company. Incorporated
by reference to Amendment No. 1 to Form Begjistration Statement No. 333-71642, filed October
30, 2001.

Indenture, dated as of August 1, 1986, betviegersoll-Rand Company and The Bank of New York,
as Trustee, as supplemented by first, seaaddhird supplemental indentures. Incorporatedebgrence
to Ingersoll-Rand Company's Form S-3 Regfigtn Statement No. 33-39474 as filed March 181199
and to Form S-3 Registration Statement I88-80902 as filed November 29, 2000.

Fourth Supplemental Indenture, dated as oeBéer 31, 2001, among Ingersoll-Rand Company
Limited, Ingersoll-Rand Company and The BahNew York, as trustee. Incorporated by refeeetuc
Form 10-K of Ingersoll-Rand Company Limited the year ended December 31, 2001, filed Magh 1
2002.

Credit Agreement dated as of July 2, 2061greg Ingersoll-Rand Company, the banks listed there
The Chase Manhattan Bank, as Administeatigent, Citibank N.A., and Deutsche Banc Alex.\Bno
Inc., as Co-Syndication Agents, and ThakBaf Nova Scotia and Bank of Tokyo-Mitsubishi Trus
Company, as Co-Documentation Agents. fpo@ted by reference to Form 10-Q for the quarter
ended June 30, 2001 of Ingersoll-Rand Gompfiled August 2, 2001.

Amendment and Waiver, dated as of Novem8eR@01, among Ingersoll-Rand Company Limited,
Ingersoll-Rand Company, JP Morgan Chas&kBas Administrative Agent, Citibank N.A. and
Deutsche Banc Alex. Brown Inc., as Co-Sgation Agents, and The Bank of Nova Scotia andkBain
Tokyo-Mitsubishi Trust Company, as Co-De@ntation Agents. Incorporated by reference tarf-or
10-K of Ingersoll-Rand Company Limited tbe year ended December 31, 2001, filed March 13,
2002.

Credit Agreement, dated as of July 2, 2@@iong Ingersoll-Rand Company, the banks listecether
The Chase Manhattan Bank, as Administeatigent, Citibank N.A., and Deutsche Banc Alex.\Bno
Inc., as Co-Syndication Agents, and ThakBaf Nova Scotia and Bank of Tokyo-Mitsubishi Trus
Company, as Co-Documentation Agents. fpo@ted by reference to Form 10-Q for the quarter
ended June 30, 2001 of Ingersoll-Rand Gomwpfiled August 2, 2001.

Second Amendment to the Credit Agreemeé¢ddas of June 21, 2002. Incorporated by referemce
Form 10-K of Ingersoll-Rand Company Lindit®r the year ended December 31, 2002, filed M&rch
2003.

Third Amendment to the Credit Agreementedalune 20, 2003. Filed herewith.

Amendment and Waiver, dated as of Novem8g2@01, among Ingersoll-Rand Company Limited,
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Exhibit 4.10

EXECUTION COPY

THIRD AMENDMENT

THIRD AMENDMENT, dates of June 20, 2003 (this " Third Amendm¥§nto the 364-Day Credit Agreement, dated as tf 202001 (as amended by the Amendment and Waiver
dated as of November 28, 2001, and as further aetebg the Second Amendment dated as of June 22, 286 as further amended, supplemented or othemaslified from time to time, the " Credit
Agreement’), among INGERSOLL-RAND COMPANY LIMITED, a Bermudzompany (" IR Pareri), INGERSOLL-RAND COMPANY, a New Jersey corporati¢the " Borrowet'), the several banks
and other financial institutions from time to tirparties to the Credit Agreement (the " BatlksIPMORGAN CHASE BANK (formerly known as The Cekd#lanhattan Bank), as administrative agent (in
such capacity, the " Administrative Ageit CITIGROUP CAPITAL MARKETS INC. (formerly knowras Salomon Smith Barney Inc.) and DEUTSCHE BANK SIRTTIES INC. (formerly known as
Deutsche Banc Alex. Brown Inc.), as co-syndicatigents, and THE BANK OF NOVA SCOTIA and BANK OF T®K MITSUBISHI TRUST COMPANY, as co-documentationeags.

WITNESSETH:

WHEREAS, the Borravesd IR Parent have requested that the Banks @xieir commitments under the Credit Agreementtaatithe Credit Agreement be otherwise amended as
specified herein; and

WHEREAS, the Adnsinative Agent and the Banks are willing to ageethe requested amendments on the terms and aorsddontained herein;

NOW THEREFORE, imnsideration of the premises herein contained andther good and valuable consideration, the ptadiwhich is hereby acknowledged, the partiegtwer
hereby agree as follows:

1. Defined TermdJnless otherwise defined herein, terms defindgte Credit Agreement and used herein shall tfa@eneanings given to them in
the Credit Agreement.

2. Amendments$Strtion 1.1 (Definitions) (a) Section 1.1 of the Credit Agreement is hgr@iended by changing the definition of "Terminatio
Date", replacing the date "June 27, 2003" withdag "June 25, 2004".

(b) Sectib of the Credit Agreement is hereby amendeddolyng thereto in their proper alphabetical orderfiilowing defined terms:
"Guarantors" me&uwsrower and IR Parent, "Guarantor" means eithehefforegoing.

"Supermajority Bafikneans at any time Banks having at lea3t%6of the aggregate
amount of the Coitments or, if the Commitments shall have been teared, holding
Loans evidencindeast 66:% of the aggregate unpaid principal amount of theris.

3. Amendments$Strtion 1.2 (Accounting Terms and DeterminationSection 1.2 of the Credit Agreement is herebgraed by inserting at the €
of such Section the following proviso: "provide@thfor purposes of determining the date of thdieplple generally accepted accounting principledeurihis Section 1.2
(y), the reference to such Section 4.4(a) finarst@ements shall be deemed to be to the finastEg#ments for the period ended December 31, 2000."

4. Amendments$Sertion 4.4 (Financial Information; No Material Adge Change) Section 4.4 of the Credit Agreement is herebgred by:

@) in subsection (a) thereof, (i) deleting the date¢®mber 31, 2001" and inserting in lieu thereofdhie "December 31, 2002" and (ii) in the
fourth line of such subsection, deleting the y&®01" and inserting in lieu thereof the year "2QG2\d

(b) in subsections (b) and (c) thereof, deleting ealuwence of the date "March 31, 2002" and insgiitirlieu thereof the date "March 31,
2003".

5. Amendments$Strtion 9.5 (Amendments and WaiversJection 9.5 of the Credit Agreement is herebgraed by deleting in its entirety such
Section and inserting in lieu thereof the followimgw Section 9.5:

Section 9.5. Amerehts and Waivers Any provision of this Agreement or the Notes
may be amended aived if, but only if, such amendment or waivemisvriting and is
signed by the Beoves and the Required Banks (and, if the rightsudied of any Agent
are affected thergly such Agent); provided that (a) no such amesmiror waiver

shall, unless sighy each of the Banks directly affected therel)yintrease or decrease
the Commitment afya8Bank (except for a ratable decrease in the Camenits of all
Banks) or subjecy 8ank to any additional obligation, (ii) redut¢e tprincipal of or rate
of interest on drgan or any fees hereunder, (iii) postpone the fistel for any
payment of prindip&or interest on any Loan or any fees hereumddor any reduction
or termination afyaCommitment or (iv) change the percentage ofdbmmitments or of
the aggregate udgmincipal amount of the Loans, or the number aflgs, which shall
be required for Banks or any of them to take any action under3fistion or any

other provisiontbfs Agreement and (b) no such amendment or waivall, unless
consented to by Bupermajority Banks, release Guarantor from iteene guarantee
obligations settfoin Section 9.16 hereof.

6. Commitment§lpon the effectiveness of this Third Amendm&ummitments shall be
modified as set forth in Section 7(b) hereof.

7. Effectiveness

€) This Third Amendment shall become effective on J2ne2003, provided that on or prior to such dageAdministrative Agent shall have
received (i) counterparts hereof duly executedhigyBorrower, IR Parent, the Administrative Agentl @ach Bank, (ii) upfront fees for the benefit atle Bank, based on
such Bank's final Commitment allocation, (iii) ¢Bcates of the chief financial officer or the teemer of each of the Borrower and IR Parent statiagthe representations
and warranties of the Borrower and IR Parent, retspaly, set forth in Article IV of the Credit Ageenent, as amended hereby, are true in all matesakcts as of the date
of such certificate, (iv) legal opinions of coun&ml the Borrower and for IR Parent in form andstabce reasonably satisfactory to the Administeafigent and (v) all
documents it may reasonably request relating t@xiietence of the Borrower and IR Parent, the a@atpoauthority for and the validity of this Third#endment and the
Credit Agreement, and any other matters relevargtbgeall in form and substance reasonably satsfaco the Administrative Agent.

(b) Upon the effectiveness of this Third Amendment:

(i) the Banks designated as "Terminating Banks" (thertninating Banks) on the signature pages hereof shall no longgravsy to the
Credit Agreement, as amended here



(iithe Banks designated as "Continuing Banks" (theritituing Banks) and the Banks designated as "Additional Banks { Additional
Banks") on the signature pages hereof shall have thEeotive Commitments set forth below the name ofheach Bank on the signature pages hereof; and

(iieach Terminating Bank and each Continuing Bank wi@mmmitment will be reduced upon the effectiveradghis Third Amendment
shall, to the extent necessary to result in the @itments of each Continuing Bank and each Additi@zak to be as set forth in the signature pagestbebe deemed to
have assigned and sold all of the rights of suatkBa the extent of its Commitment, or such redysedion of its Commitment, as applicable, to thédaional Banks and
the Continuing Banks whose respective Commitmeiltdw increased upon the effectiveness of thisdAimendment, in each case in amounts determineteby
Administrative Agent to result in the final Commemt allocation reflected in the signature pagesdfeand such assignee Banks shall be deemed ¢odeaepted such
assignments and shall succeed to the associated &gd obligations under the Credit Agreement.

8. Representatiand Warranties The Borrower and IR Parent, respectively, herelpyesent and warrant on the date hereof that, gifting effect
to this Third Amendment, (a) no Default or EvenDaffault has occurred and is continuing and (bhedche representations and warranties of thed®eer and IR Parer
respectively, in or pursuant to the Loan Documeénteue and correct in all material respects, asatle on and as of the date hereof.

9. Continuing Effext Credit Agreement This Third Amendment shall not be construed asi@er of or consent to any further or future acton the
part of the Borrower or IR Parent that would regudrwaiver or consent by the Administrative Agemd/ar the Banks. Except as expressly amended yhetebCredit
Agreement shall continue to be and shall remafulirforce and effect in accordance with its terms.

10. Counterpart$his Third Amendment may be executed by one arenof the parties hereto on any number of sepamteterparts, and all of said
counterparts taken together shall be deemed tditdesone and the same instrument. Delivery ofxecuted signature page of this Third Amendmerfabgimile
transmission shall be effective as delivery of anadly executed counterpart hereof.

11GOVERNING LAW . THIS THIRD AMENDMENT SHALL BE GOVERNED BY, AND C ONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THELA WS
OF THE STATE OF NEW YORK.

12. Expense¥he Borrower and IR Parent agree to pay the atsand reimburse the Administrative Agent for ¢bsts and expenses described in the
fee letter, dated as of May 2, 2003, among JPMofifease Bank, J.P. Morgan Securities Inc., the Barand IR Parent.

IN WITNESS WHEREOF, tharties hereto have caused this Third Amendmebeé texecuted and delivered by their duly authorizffiders as of the date first written above.

INGERSOLL-RAND COMPANY

By:

Name:
Title:

By: Name:
Title:

INGERSOLL-RAND COMPANY LIMED

By:
Name:
Title:

By:
Name:
Title:




Exhibit 10.5

SECOND AMENDMENT
TO THE
IR DIRECTOR DEFERRED COMPENSATION AND STOCK AWARD P LAN

WHEREAS, Ingersoll-Rand Company, a New Jersey corporatidapted the IR Director Deferred Compensation amdiSAward Plan (the "Plan") which was originallyesftive on January 1, 1997; and
WHEREAS, Ingersoll-Rand Company reserved the right at amg tand from time to time to amend the Plan in ataoce with Section 8.1 of the Plan; and

WHEREAS, the Plan has been amended and restated most yee#attive January 1, 2001; and

WHEREAS, Ingersoll-Rand Company desires to amend the Plamaie certain changes regarding investment and @atgnin IR Stock;

NOW, THEREFORE, the Plan shall be amended, effective January 14,289set forth below:

1. Section 2.1 is hereby amended to reddllasvs:

"2.1 "Account Balancé means, for each Plan Year, a credit on the recofdhe Company equal to the sum of the valueRdidicipant's Conversion Account, Deferral Accolreferred IR Stock
Award Account, Supplemental Contribution Accound 4R Stock Account for such Plan Year. The AccdBakance shall be a bookkeeping entry only and &lealitilized solely as a device for the
measurement and determination of the amounts patgein cash to a Participant, or to the Particijsasiesignated Beneficiary, pursuant to the Plan."

2. Section 2.11 is hereby amended to reddlpws:

"211 "Investment Option Subaccounts" means the separate subaccounts, each of whiclsporrés to an investment option elected by theddaamt with respect to a Participant's Conversion
Accounts, Deferral Accounts, Deferred IR Stock AsvAccounts and Supplemental Contribution Accouasapplicable.”

3. Section 2.18 is hereby amended to reddiws:

"2.18 "Supplemental Contribution"means an additional amount to be credited to adjamnt's Supplemental Contribution Account eqoaitenty percent (20%) of the Participant's Feas dine
deferred under Section 3.1 of the Plan for a Plaar¥y the Participant and is, at the time of mgkire deferral election, deemed to be investeterParticipant's IR Stock Account.

4, Section 3.2 is hereby amended to addoifmving paragraph to the end thereof:

"Subject to Section 5.2, in making the designatjpmsuant to this Section, the Participant may i§pérat all or any vested portion of the Partigifa Supplemental Contribution Account be deemdakto
invested, in whole percentage increments, in omaae of the types of investment options providadar the Plan. A Participant may change the desigm made under this Section with respect to
amounts credited to the vested Participant's Sopgiéal Contribution Account by filing an Electioorfm no later than the time specified by the Secyatithe Company, to be effective as of the first
business day of the following month.

Subject to Sections 5.4 and 5.6, in making thegihesiions pursuant to this Section, the Participaay specify that all or any vested portion of tlaetieipant's Deferred IR Stock Award Account and/or
Conversion Account be deemed to be invested, ifevbercentage increments, in one or more of thestyj investment options provided under the PlafRarticipant may change the designation made
under this Section with respect to amounts creditetie Participant's vested Deferred IR Stock Alvaccount and/or Conversion Account by filing ar&lon Form no later than the time specified by the
Secretary of the Company, to be effective as ofitsebusiness day of the following month.”

5. Section 5.2 is hereby amended to reddllasvs:

"5.2 "Supplemental Contribution Accounts. The Company shall establish and maintain a sep&uapplemental Contribution Account for each Plaar for each Participant who receives a
Supplemental Contribution for such Plan Year. Supplemental Contributions shall be credited toRheicipant's Supplemental Contribution Accounttomsame date that the Participant's Deferral
Amount for which the Supplemental Contribution &rg made is credited to the Participant's Defekaalount pursuant to Section 5.1. All of a Paptgit's Supplemental Contributions shall be deemed t
be invested in, and shall remain deemed to be fe#lds, IR Stock in the Participant's Suppleme@tahtribution Account until the Participant compk#n Election Form to the effect that all or a jporof
the Participant's vested Supplemental Contribudiocount will be deemed to be invested in one orevadrthe investment options under the Investmenio@Bubaccounts or until such amounts are
distributed in cash from the Plan.

All Supplemental Contributions shall initially beedlited to a Participant's Supplemental Contribuiccount in units or fractional units of IR Stockhe value of each unit shall be determined each
business day and shall equal the closing pricenefshare of IR Stock on the New York Stock Excha@geposite Tape. On each date that SupplementtiBations are credited to a Participant's
Supplemental Contribution Account, the number afauto be credited shall be determined by dividing number of units by the value of a unit on sdate.

Dividends paid on IR Stock shall be reflected iaaticipant's Supplemental Contribution Accounthy crediting of additional units or fractional tsi Such additional units or fractional units skegual
the value of the dividends based upon the closiigg pf one share of IR Stock on the New York StBgkhange-Composite Tape on the date such divideredgsaid.

To the extent a Participant completes an ElectimmRo make a deemed investment in one or morkeoinvestment options under the Investment OptigmaScounts, a Participant's vested Supplemental
Contribution Account shall be credited as follows:

(a) On the day a Participant makes a deemestment election in one of the Investment Option
Subaccounts, the Company shall creditnvestment Option Subaccounts of the Participant
Supplemental Contribution Account wailhamount in accordance with the Participant'stBled-orm;
that is, the portion of the Participar8upplemental Contribution Account that the Rgréint has
elected to be deemed to be investeddertain type of investment option shall be cestlib the
Investment Option Subaccount correspantb that investment option.

(b) Each business day, each Investment Ofidraccount of a Participant's Supplemental Caurttdh
Account shall be adjusted for earninglsses in an amount equal to that determined ilyiptying the
balance credited to such Investmentd@p8ubaccount as of the prior day plus contribtioredited
that day to the Investment Option Subaat by the Return for the corresponding investnogtion.”

6. Section 5.3 is hereby amended to adéollewving paragraph to the end thereof:

"Notwithstanding the above, a Participant may efednvest all or part of his IR Stock Account ineoor more of the available Investment Option Subants under the Participant's Deferral Accourds, a
set forth in Sections 3.2 and 5.1, by completirgahppropriate Election Form."

7. Section 5.4 is hereby amended to readlbsfs:

"5.4 Deferred IR Stock Award Amount . Each Non-employee Director shall receive an ahaward on the date of the first Board meetingradch annual meeting of shareholders in the fdran o
promise by the Companyto deliver 600 shares oftdRI§ or such other amount as may from time to timestablished by resolution of the Board. Anrawedrds of shares of IR Stock shall be credited to
the Deferred IR Stock Award Account of each Non-yee.

A Participant's Deferred IR Stock Award Accountalsbe credited as follow:



(a) On the day an annual award of IR Steakrédited to a Participant's Deferred IR Stock Alva
Account, the Company shall credit trefddred IR Stock Award Account with an amount edqaahe
Participant's annual award of IR Stock.

(b) All awards of IR Stock pursuant to tBisction and amounts credited pursuant to Sect®stall be
credited to a Participant's DeferredStiack Award Account in units or fractional unit§he value of
each unit shall be determined eachriassi day and shall equal the closing price of baeesof IR
Stock on the New York Stock Exchangenosite Tape. On each date that awards of IR Stoek
credited to the Participant's DeferfedStock Award Account, the number of units to bedited shall
be determined by dividing the amounswéh IR Stock awarded by the value of a unit athslate.

Dividends paid on IR Stock shall be reflected iRaaticipant's Deferred IR Stock Award Account by tnediting of additional units or fractional unitSuch additional units or fractional units steajual the
value of the dividends based upon the closing mrfaene share of IR Stock on the New York StockH&amye-Composite Tape on the date such dividendsadde

To the extent a Participant completes an ElectimmmRto make a deemed investment in one or morkeinvestment options under the Investment OptigmaScounts, a Participant's vested Deferred IR
Stock Award Account shall be credited as follows:

(a) On the day a Participant makes a deemedtment election in one of the Investment Option
Subaccounts, the Company shall cradithvestment Option Subaccounts of the Participant
Deferred IR Stock Award Account with@mount in accordance with the Participant's EbecEorm;
that is, the portion of the Participamleferred IR Stock Award Account that the Paptcit has
elected, to be deemed to be investeddertain type of investment option shall be deztito the
Investment Option Subaccount correspantb that investment option.

(b) Each business day, each Investment @ idaccount of a Participant's Deferred IR Stoakal
Account shall be adjusted for earniogksses in an amount equal to that determineahddyiplying the
balance credited to such InvestmentdBubaccount as of the prior day plus contritngioredited
that day to the Investment Option Sebaat by the Return for the corresponding investrogtion."

8. Section 5.6 is hereby amended to reddllasvs:

" 5.6 "Conversion of Deferred Compensation Account Balanes. A Non-employee Director's cash balance in the defecompensation program as of December 31, 198@ramsferred to an
equivalent balance in the Plan as of January 17.1%ch balance was equal to the number of slb&il&Stock, including fractions, which could haveen purchased with such cash account balance on
January 2, 1997 at the mean of the high and loweprof a share of IR Stock on the New York Stoc&Hange - Composite Tape on such date, providedfthatsales of shares of IR Stock were made on
the New York Stock Exchange on that date, the noédime high and low prices reported for the presgdiay on which sales of shares of IR Stock werdenum the New York Stock Exchange.

A Non-employee Director's balance, as such balandescribed in the previous paragraph, shall bdited to the Non-employee Director's ConversioncAmtas of January 1, 2001 in units or fractional
units. The value of each unit shall be determie&ch business day and shall equal the closing pfioee share of IR Stock on the New York Stock amge-Composite Tape.

Dividends paid on IR Stock shall be reflected Man-employee Director's Conversion Account by theliting of additional units or fractional unitSuch additional units or fractional units shall agtine
value of the dividends based upon the closing mfaae share of IR Stock on the New York Stockliamge-Composite Tape on the date such dividendsade

To the extent a Participant completes an ElectimmmRto make a deemed investment in one or morkeinvestment options under the Investment OptigmaScounts, a Participant's vested Conversion
Account shall be credited as follows:

(a) On the day a Participant makes a deemestment election in one of the Investment Option
Subaccounts, the Company shall cradithvestment Option Subaccounts of the Participant
Conversion Account with an amount in@dance with the Participant's Election Form; teathe
portion of the Participant's Conversfgtount that the Participant has elected, to teerd=l to be
invested in a certain type of investiragstion shall be credited to the Investment OpSaibbaccount
corresponding to that investment option

(b) Each business day, each Investment @ idaccount of a Participant's Conversion Accshatl be
adjusted for earnings or losses inrapunt equal to that determined by multiplying tladalnce credited
to such Investment Option Subaccoumfale prior day plus contributions credited tHay to the
Investment Option Subaccount by theuRefor the corresponding investment option.

9. Section 6.3 is hereby amended to reddllasvs:

"6.3 Form of Payments. All amounts in a Participant's Conversion Acdpireferral Account, Supplemental Contribution Asng Deferred IR Stock Award Account and IR Stoaicéunt
payable to a Participant or Beneficiary under ti@Bhall be paid in cash.

All distributions from the Plan that are to be paich specified number of annual installments shalpaid so that the amount of each annual instaliis determined by dividing the total remainingmber
of units in the Participant's Account Balance tgpb@ in annual installments, by the number of gedrannual installments remaining.”

10. Except as specifically set forth heralhpther terms of the Plan shall remain in fullde and effect and are hereby ratified in all respe

IN WITNESS WHEREOF , the Company has caused this amendment to betexidoyits duly authorized representative on tHi§' Bay of February, 2004.

INGERSOLL-RAND COMPANY

By: _/s/ Sharon Elliot
Sharon Elliot
Senior Vice Presiden
Human Resources



Exhibit 10.

DESCRIPTION OF ANNUAL INCENTIVE ARRANGEMENTS
FOR SECTOR PRESIDENTS OF
INGERSOLL-RAND COMPANY LIMITED

There is no formal document settingHdhese arrangements. However, the Compensatomtittee of the Board of Directors will approve berarrangements for the Sector Presidents for 2004
which will be dependent upon the performance of3ketor Presidents' respective business plansamcategories; a set of financial objectives baseglanned Sales, Operating Income, Free Cash Fia
Return on Invested Capital and a set of indivicigéctives, which are based on plans to improvamimational effectiveness, for both their respestector and the enterprise. Discretionary bonosgsbe
paid in the event that goals are not met.



Exhibit 10.8

AMENDED AND RESTATED AGREEMENT

This AGREEMENT, amended aestated as of December 1, 2003 is between INGERSTAND COMPANY, a New Jersey corporation (the "Cpamy"), INGERSOLL-RAND
COMPANY LIMITED, a Bermuda company (IR Limited"hd Herbert L. Henkel (the "Employee"). Unless ot¥ise indicated, terms used herein and definecche8ule A hereto shall have the mean
assigned to them in said Schedule.

The Company and the Empéogee already parties to an agreement that isrtlyrri@ effect, which they desire to hereby amend eestate.
The Company, IR Limited ¢hé Employee agree as follows:

1. OPERATION OF AGRMENT.

This Agreement shall beeefive immediately upon its execution and shallticwre thereafter from year to year prior to a CreafjControl Event unless terminated as of any\arsary of
the date hereof by either party upon written noticthe other party given at least 60 days, bunmate than 90 days, prior to such anniversary dilgtwithstanding the foregoing, this Agreement may
be terminated after the occurrence of a Changeonfr@l Event.

2. AGREEMENT TERM

The term of this Agreement shall begin on the tieteof and, unless terminated pursuant to paradrgytor to a Change of Control Event, shall endtanfifth anniversary of the occurrence of a Creant
Control Event (or, if later, after satisfactionaif obligations hereunder).

3. EMPLOYEES' POEIN AND RESPONSIBILITIES.

(€) The Employee wilintinue to serve the IR Group upon the occurrefieeChange of Control Event, in all material g, in the same capacity
(including position, status, offices, titles an@agting responsibilities) with the same authoritidsties and responsibilities as he or she semewediately prior thereto.

(b) During the teafthis Agreement the Employee shall devote sulisi&nall of his or her business time (excludinacation time and sick leave to
which the Employee is entitled) and attention esiglely to the business and affairs of the IR Grang shall use his or her reasonable best effofisoimote the interests
of the IR Group. The participation of the Employe®utside directorships and civic or charitabté\dties, and the management of the Employee'squel investments i
public companies in which the Employee holdingsidbexceed 5% of the outstanding shares or valseaf companies, in each case, which do not mbyeriterfere
with the performance of Employee's duties for fRe3roup shall not be deemed a violation of thisageaph 3.

4. COMPENSATION ANDTHER BENEFITS UPON CHANGE OF
CONTROL EVENT.

The Company and the Empéoggree that, upon the occurrence of any Chan@ewtrol Event, the Employee shall receive basiaiahsalary, bonus and fringe and other benefifslémvs:

() Basic Annual Sgland Bonus The Employee's basic annual salary shall beaateanot less than the rate of annual salary, whis been paid to
the Employee immediately prior to the Change oft@drEvent, with such annual increases (but notekses) equal to the greater of (i) salary inceasanay be
contemplated by any applicable salary adjustmesgrams of the IR Group (or any member thereofffiece immediately prior to the Change of Controletand
applicable to the Employee and such further in@sas shall be determined from time to time byBibard or (ii) a percentage equal to the percentagease (if any) in
the "Consumer Price Index for All Urban Consumensblished by the United States Department of LalBureau of Labor Statistics for the then mostmégeended 12-
month period. In addition, the Employee shall b#tied to receive an annual bonus in an amountesstthan the highest annual bonus received l3c@ued on behalf
of, the Employee with respect to the lesser ai@)five full Fiscal Years immediately preceding thhange of Control Event, or (ii) the number df Fiscal Years
immediately preceding the Change of Control Evemirg) which the Employee has been employed byRh&ioup (or any member thereof) (whether the basipsid to,
is accrued on behalf of, is a Deferral Amount (@shsterm is defined in the IR Executive Deferredrpensation Plan) or is foregone by the Employesyant to the
Ingersoll-Rand Company Estate Enhancement Program).

(b) __Fringe Benefits;dhuess ExpensesThe Employee shall be entitled to receive beéseficluding but not limited to pension (and sgopéntal
pension), savings plan (and supplemental savirayy pleveraged employee stock ownership plan, siacd, performance share, stock option, deferoetpensation,
and welfare plans (as defined in section 3(1) efEmployee Retirement Income Security Act of 1@&lamended, or otherwise) including, but not lichit life, medical
prescription drugs, dental, disability, accidem@ath and travel accident coverage plans, posenetint welfare benefits, and an estate enhancegnagriam on terms no
less favorable than those in effect under each plachor program immediately prior to the Chang€ohtrol Event, and at no less than the same lideeéls (and no
more than the same employee contribution levets) th effect under each such plan or program ofRh@roup (or any member thereof) and to receilethkr fringe
benefits and perquisites (or their equivalent) ftome to time in effect for the benefit of any extiee, management or administrative group for whithemployment
position then held by the Employee entitles the Byge to participate. The Company shall providetfie payment of, or reimburse the Employee fdtratel and other
out-of-pocket expenses reasonably incurred by hithe performance of his or her duties hereunder.

(c) __Management InceatiJnit Plan. The Company and the Employee further agrednimaediately upon the occurrence of any Change oit©b
Event, all amounts theretofore credited to the Exygé under the Management Incentive Unit Plan géisollRand Company, as amended (the "MIU Plan"), shaibive
fully vested and all such amounts thereafter ceeldsthall become fully vested immediately upon sarelditing.

5. __ PAYMENTS AND BENEFS UPON TERMINATION.

The Employee shall be éadito the following payments and benefits upormieation:

(a) _Salary and BonuFhe Company shall pay to the Employee, in a tasip sum on the Termination Date, an amount eguide sum of (i) the
basic annual salary and any annual bonus in respactompleted fiscal year, which have not yeinbeaid to the Employee through the Termination D@ife
an amount equal to the last annual bonus receiyedrlawarded to, the Employee with respect tdtlié-iscal Year immediately preceding the Termioat
Date multiplied by a fraction the numerator of whihall be the number of full months the Employes employed by the Company during the Fiscal Year
containing the Employee's Termination Date andd@minator of which shall be 12; and (iii) an amioequal to the Employee's basic annual salary
multiplied by a fraction, the numerator of whictatbe the number of unused vacation days to wtiielEmployee is entitled as of the Termination Coate
the denominator of which shall be 365, and anyragh®ounts normally paid to an employee by the IBUpr(or any member thereof) upon termination of
employment. For these purposes, any partial mamting which the Employee is employed shall be d=efull month.

(b) __Severanc&he Company shall pay to the Employee, in a dasip sum not more than 30 days following the Teation Date, an amount equal to
three times the sum of (i) the highest basic angalalry in effect at any time during the periodibemg five full Fiscal Years immediately preceditigg Change of Contr
Event and ending on the Termination Date; andi{@&)Employee's target bonus for the year of tertitnaor, if higher, the highest annual bonus reeeily, or accrued on
behalf of, the Employee during the period beginrfing full Fiscal Years immediately preceding thkeaBge of Control Event and ending on the Terminabate (whethe



the bonus is paid to, is accrued on behalf of, Deferral Amount (as such term is defined in theEbecutive Deferred Compensation Plan) or is foneday the Employee
pursuant to the Ingersoll-Rand Company Estate Ezgraant Program).

(c) __Employee Benefas. For the three-year period following the TermioatDate (or, if sooner, until the Employee is a@eeunder a comparable
plan offered by a subsequent employer), the IR @fooany member thereof) shall continue to colierEmployee under those employee welfare plankifimg, but not
limited to, life, medical, prescription drugs, delnfaccidental death and travel accident and disaboverage, but not including any severance jlay, other than that
provided pursuant to this Agreement or any penglan) applicable to the Employee on the Terminabarte at the same benefit levels then in effecskall provide their
equivalent); provided however, that if the Employee becomes employed by a nepl@rar and participates in a welfare plan of sutipleyer that is at least as favorable
as the comparable plan of the IR Group (or any negrttereof), the Employee's coverage hereunderuhdeapplicable welfare plan of the IR Group (oy anember
thereof) (or the equivalent) shall continue as sdaoy coverage to that provided by the new emplapét the third anniversary of the Termination Bébut shall become
primary coverage on or prior to the third anniveysaf the Termination Date if, for any reason, BEraployee ceases to participate in the new emplopéah or if such ne
employer's plan becomes less favorable than theahle plan of the IR Group (or any member thgjeof

(d) __Deferred CompeimwatSavings and Leveraged Employee Stock
Ownership Plans As soon as practicable following the determirathereof (but in any event no later than 30 dayyswing the Termination Date), the Company shall
pay the Employee an amount (in one lump sum cagmg@at and in lieu of the benefit otherwise providedier the applicable plan) equal to the valudefsum of: (i)
with respect to the IR Executive Deferred Compeasa®lan (the "Executive Deferred Plan"), the nundfdR Stock units credited to the Employee's AguoBalance for
all Plan Years (as such terms are defined in trec@ivve Deferred Plan) at the Termination Date ipligtd by the Company Stock Value (as defined irageaph 5(g)
below) plus the value of all other amounts creditethe Employee's Account Balance for all Planrgemder the Executive Deferred Plan at the Tertiwndate as such
value is determined under the terms of the Exeeubeferred Plan; (ii) the number of Common Stockizajents credited to the Employee's Employee Aotonder the
IngersollRand Company Supplemental Employee Savings Pldme atermination Date multiplied by the Company &tuelue; (iii) the amount credited to the Emplo
Supplemental RAP Account under the Ingersoll-Raath@any Supplemental Employee Savings Plan at thaifation Date; (iv) all contributions to, or amasicredited
to, the Ingersoll-Rand Company Employee Savings,RPRIClark Leveraged Employee Stock Ownership Pdawd Ingersoll-Rand Company Supplemental Employee
Savings Plan, (and earnings and appreciation at#fite thereto) that theretofore were made byRh&toup (or any member thereof) on behalf of thepbyee and are
forfeited as a result of the Employee's Terminatand (v) six percent (or such higher maximum Camypdatching Contribution percentage provided urttieringersoll-
Rand Company Employee Savings Plan as of the TatimmDate, calculated as though no Contributiorc@&gage Limitation or other limits under the Ing@k-Rand
Company Employee Savings Plan were applicablen@etterms are defined in the Ingersoll-Rand Companployee Savings Plan)) of the aggregate amoayslge
pursuant to paragraphs 5(a) and 5(b).

(e) Pension Benefits

(i) Natér than 30 days following the Termination Dalbe, Company shall pay the Employee an amount (inuump sum cash payment and in lieu of the bendfi¢avise
provided under the applicable plan, program or exgient) equal to the present value of the sum opémsion benefits the Employee is entitled to recender (A) the Ingersoll-Rand Company
Supplemental Pension Plan (the "Section 415 Exekss'), (B) the Ingersoll-Rand Company Elected €fs Supplemental Program (the "Elected Officegppmental Program” or the "Program"), and, if
applicable, (C) the Ingersoll-Rand Company ExeauBupplementary Retirement Agreement (the "Ten-Yaeauity"), all as in effect immediately prior the Change of Control Event (collectively, the
"Pension Benefit").

(i) Thasragraph 5(e)(ii) shall apply only in the evédtithe portion of the Pension Benefit under thecteld Officers Supplemental Program, after appinaaf paragraph 5(e)
(iii), is less than zero ($0.00)In calculating the portion of the Pension Benefitler Section 1.1 of the Section 415 Excess Plagtmepany shall credit the Employee with five additil years of credited
service (within the meaning of the Company's giedifiefined benefit plan in which the Employee\adi participates immediately prior to the Chan§€ontrol Event (the "Qualified Pension Plan"),and
including compensation, vesting and age credit)faredadditional years of age for purposes of teet®n 415 Excess Plan but not the Qualified PenBian.

(i) In callating the portion of the Pension Benefit under Biected Officers Supplemental Program, the Comphall: (A) credit the Employee with an additibfiee Years of
Service (as defined in the Program) and an additifive years of age for purposes of computingahmunt of the Pension Benefit; and (B) define "FAwerage Pay" in Section 1.10 of the Program &8s 1/
of the severance amount determined pursuant tgggoh 5(b) of this Agreement. If, after creditiinge years of age, the Employee is less than 55syeld, the portion of his or her Pension Benefitler
the Program shall be reduced for commencement fariage 55 in accordance with the applicable promssof the Program.

(iv) Inlcalating the portion of the Pension Benefit unther Ten-Year Annuity: (A) the phrase "subject &oggraph 5 hereof" shall be deleted, and the pliresenal retirement
age" or "age 65", as applicable depending on thpl&ee's arrangement, shall be replaced with "&jgil each case, in paragraph 1; (B) the Comphai} sredit the Employee with five additional years
of age but to an age no greater than 62; and €¢dampetition restriction under the Ten-Year Anysitall be deleted, and shall be null and voidfae@ Termination Date.

) Theesent value of the Pension Benefit under thet&teOfficers Supplemental Program, the Ten-Yearultgrand, only in the event that paragraph 5(eg(plies, the
Section 415 Excess Plan, shall be calculated ygipgn interest rate equal to the product of (B ffD-year Treasury Note rate as used in the El€afiicers Supplemental Program's definition of Aaial
Equivalent times (II) one minus the federal incamoerate at the highest bracket of income for iidlials in effect for the year containing the ddtpayment, (B) the mortality rate used to deterniimep
sum values in the Elected Officers Supplementagjfaro, and (C) actual age without the five year galdito age, except that the Ten-Year Annuity pnéselue shall be calculated using no mortality
assumption and actual age plus the additionalyféags but to an age no greater than 62.

(f) Retiree Welfare BenefitsFor purposes of determining the Employee'shility for post-retirement benefits under any wedfglan maintained by the IR
Group (or any member thereof) prior to the occureeof a Change of Control Event, the Employee s¥eatiredited with any combination of additionalngeaf service an
age not exceeding 10 years, to the extent necessguoalify for benefits. If, after taking into@unt such additional age and service, the Emplayebgible for any such
post-retirement welfare benefits (or would haverbelggible under the terms of such plans as incefieior to the occurrence of the Change of Corinant), the
Employee shall receive, commencing on the thirdvemeary of the Termination Date, post-retiremeatfare benefits no less favorable than the bengfg€Employee
would have received under the terms and conditidnise applicable plans in effect immediately ptiothe occurrence of the Change of Control Event.

(9) Employee Stock Awardgtions, SARs, Performance Share Awards and MIB® later than 30 days following the TerminatDate, the Company
shall pay the Employee an amount (in one lump sash payment and in lieu of the benefit otherwisioled under the applicable plan) equal to the egmpe Company
Stock Value (defined below) (except in the castheflngersoll-Rand Company Limited Performance Sfapgram (the "PSP") in which case the amount beadqual to
three times the aggregate Company Stock Valuel) shares underlying 100% of the Employee's thestanding and unpaid stock and stock based awexdfufling
stock options) (minus any applicable exercise piitéhe case of stock appreciation rights) unberlbgersoll-Rand Company Limited Incentive StotnB, the PSP, the
MIU Plan and any similar plans of the IR Group 4oy member thereof) or any other related compahigiwshall all be deemed vested and performancectbgs shall
be deemed fully earned (for the PSP, fully earrexfopmance objectives means that 100% of the tangatd amount under the PSP shall have been eamieether or nc
otherwise vested and fully earned in accordanck thi¢ terms of the employee benefit plans and aggats pursuant to which such stock and stock basedds were
granted (upon such payment in full, such stockstodk based awards shall be cancelled and be fofrtieer force or effect). In addition, all optiotspurchase Class A
common shares of IR Limited (or the stock of angnpany for which IR Limited's shares have been switstl or exchanged or in respect of which optibage been
granted to the Employee) ("Company Stock") andtaltk appreciation rights held by the Employee imiaitely prior to Termination shall become exercisas of the
Termination Date, whether or not otherwise exeldesan accordance with the terms of the employemfieplans and agreements pursuant to which sptibre and stoc
appreciation rights were granted. During the 6P puieriod following the Termination Date, the Empdeyshall have the right to elect to exercise argll@tock options
then held by the Employee as if such option westwek appreciation right and, therefore, receicash payment equal to (x) the number of shareofgany Stock
subject to each such option (or portion thereof)ltiplied by (y) the excess of the Company Stockuéaver the exercise price of such option (uparhgquayment in full,
any stock option so exercised as a stock appreniatjht shall be cancelled and be of no furthecdmr effect). For purposes of this Agreementnfany Stock Value
shall be deemed to be the highest of: (i) theimtpsale price of the Company Stock on the New Y&tidck Exchange on the Change of Control Eventth@ closing sale
price of the Company Stock on the New York Stockl&ange on the Termination Date; and (iii) the higleosing sale price of the Company Stock on thes Nork
Stock Exchange during the 30 trading days immelgigteceding the acquisition of more than 50% ef tlutstanding Company Stock by any person or gfioefuding
Affiliates of such person or group). If, as of arafuation date, the Company Stock is not tradetherNew York Stock Exchange, the Company Stocki¥ahall be the
closing sale price of the Company Stock on theggad national securities exchange on which the @amy Stock is traded or, if the Company Stock istrawled on an




national securities exchange, the closing bid prfdle Company Stock in the over-the-counter ntarke

(h) Estate Enhancement Rnwgr If the Employee participates in the IngersolhR&Lompany Estate Enhancement Program, the teeresotftshall apply.

(i) Outplacement Expensd=or the three year period following the TermioatDate, the Company shall reimburse the Empldgeall reasonable expens
(up to 15% of the Employee's basic annual salarynb more than $75,000, per 12 month period) mecliby the Employee for professional outplacementises by
qualified consultants selected by the Employee.

6. _ PARACHUTE EXCISE TAX GFSSUP.

(a) If, as aresult of amyment or benefit provided under this Agreemettihegialone or together with other payments andfitervehich the Employee
receives or is then entitled to receive from the&di®up (or any member thereof), the Employee besmsubject to the excise tax imposed under Sec868 4f the
Internal Revenue Code of 1986, as amended (thee'J,adogether with any income, employment or otfages, interest and penalties thereon, an "Ex@s®), the
Company shall pay the Employee an amount suffid@ptace the Employee in the same after-tax firposition that he or she would have been ireibh she had not
incurred any Excise Tax (together with any taxetgrest and penalties hereon, the "Gross-Up Paynedrar purposes of determining whether the Emeéois subject to
an Excise Tax, (i) any payments or benefits reakbsethe Employee (whether pursuant to the termsdi@r pursuant to any plan, arrangement or cibegement with
the IR Group (or any member of the IR Group) shaldeemed to be contingent on a change descrit®ection 280G(b)(2)(A)(i) of the Code and shaltdleen into
account and (ii) the Employee shall be deemed ydaees at the highest marginal applicable ratesioh taxation for the calendar year in which thess-Up Payment is
to be made, net of the maximum deduction in feda@me taxes which could be obtained from dednatiosuch state and local taxes.

(b) The determination of wimtthe Employee is subject to Excise Tax and theuats of such Excise Tax and Gross-Up Paymenteliss other
calculations hereunder, shall be made at the erpefithe Company by the independent auditors o€Cinapany immediately prior to the Change of Corfeént, which
shall provide the Employee with prompt written get{the "Company Notice") setting forth their daterations and calculations. Within 30 days follogithe receipt by
the Employee of the Company Notice, the Employeg nuiify the Company in writing (the "Employee Nu#f) if the Employee disagrees with such deternonator
calculations, setting forth the reasons for anyhglisagreement. If the Company and the Employesotioesolve such disagreement within 10 businags fbllowing
receipt by the Company of the Employee Notice Gbenpany and the Employee shall agree upon a n#ifioraognized accounting or compensation firm (tResolving
Firm") to make a determination with respect to sdistagreement. If the Employee and the Companyable to agree upon the Resolving Firm withirb@8iness days
following the Employee Notice, the New York offioé Towers, Perrin shall be the Resolving Firm. Wit30 business days following the Employee Noticthe
disagreement is not resolved by such time, ea¢heoEmployee and the Company shall submit its jposto the Resolving Firm, which shall make a deieation as to a
such disagreements within 30 days following thédésuch submissions, which determination shabipeling upon the Employee and the Company. Thag@my shall
pay all reasonable expenses incurred by eithey padonnection with the determinations, calculasiopdisagreements or resolutions pursuant to #risgpaph, including,
but not limited to, reasonable legal, consultingthrer similar fees and expenses.

(c) The Employee shall notifg tBompany in writing of any claim by the Internawnue Service that, if successful, would reqiieegayment by the
Company of a Gross-Up Payment. Such notificatiwll be given as soon as practicable but no lager 1.0 business days after the Employee is infoimedliting of
such claim and shall apprise the Company of theraaif such claim and the date on which such clairequested to be paid. The Employee shall npspeah claim prio
to the expiration of the 30 day period following ttlate on which the Employee gives such noticegdompany (or such shorter period ending on tkettiat any
payment of taxes with respect to such claim is diligthe Company notifies the Employee in writipgor to the expiration of such period that it desito contest such
claim, the Employee shall:

(i) give the Compaanyy information reasonably requested by the Compelaging to
such claim;

(ii) take such actiarconnection with contesting such claim as thenany
shall reasonably requestiiting from time to time, including, without litation, accepting
legal representation witspect to such claim by an attorney reasonablygteeldy the
Company and reasonably fatisry to the Employee;

(iii) cooperate withet Company in good faith in order to effectivelyntast such claim; and

(iv) permit the Compao participate in any proceedings relating tohsciaim;

provided, however, that the Company shall bear and pay directlg@dts and expenses (including, but not limiteattgitional interest and penalties and related Jesgaisulting or other similar fees)
incurred in connection with such contest and shdkmnify and hold the Employee harmless, on aerd#ix basis, for any Excise Tax or other tax (ideig interest and penalties with respect thereto)
imposed as a result of such representation and gatyof costs and expenses.

(d) The Company shall controlpgbceedings taken in connection with such cordesdt at its sole option, may pursue or foregoaryall administrative
appeals, proceedings, hearings and conferencesheitiaxing authority in respect of such claim ara, at its sole option, either direct the Emplotepay the tax
claimed and sue for a refund or contest the claiany permissible manner, and the Employee agoeg®$secute such contest to a determination befoyedministrative
tribunal, in a court of initial jurisdiction and one or more appellate courts, as the Company dedtmine; providedhowever, that if the Company directs the Employee
to pay such claim and sue for a refund, the Comphajl advance the amount of such payment to thel@&me on an interest-free basis, and shall indgnamd hold the
Employee harmless, on an after-tax basis, fromExmyse Tax or other tax (including interest or gées with respect thereto) imposed with respeaitch advance or
with respect to any imputed income with respeatitch advance; and providefirther, that if the Employee is required to extend tlause of limitations to enable the
Company to contest such claim, the Employee may this extension solely to such contested amodiie Company's control of the contest shall betéichto issues wit
respect to which a Gross-Up Payment would be payadleunder and the Employee shall be entitledttteor contest, as the case may be, any other rsssed by the
Internal Revenue Service or any other taxing aitthofn addition, no position may be taken nor dimal resolution be agreed to by the Company wittthe Employee's
consent if such position or resolution could reasbybe expected to adversely affect the Employesuding any other tax position of the Employeedlated to the
matters covered hereby).

(e) As a result of the uncertwin the application of Section 4999 of the Cotltha time of the initial determination by the Caany or the Resolving Firm
hereunder, it is possible that Grddp-Payments which will not have been made by the@my should have been made ("Underpayment”), semsiwith the calculatior
required to be made hereunder. In the eventhieaCbmpany exhausts its remedies and the Emplbgeesifter is required to pay to the Internal ReeeBervice an
additional amount in respect of any Excise Tax,Gbenpany or the Resolving Firm shall determineatmount of the Underpayment that has occurred apduarh
Underpayment shall promptly be paid by the Compargyr for the benefit of the Employee.

® If, after the receipt by Employee of amount advanced by the Company in connection \withcontest of Excise Tax claim, the Employee besoemitled t«
receive any refund with respect to such claim Bhwloyee shall promptly pay to the Company the amoéisuch refund actually received (together vaitly interest paid
or credited thereon after taxes applicable therdfpgfter the receipt by the Employee of an amadvanced by the Company in connection with atigexTax claim, a
determination is made that Employee shall not higleshto any refund with respect to such claim #mel Company does not notify the Employee in wgitirf its intent to
contest the denial of such refund prior to the eatfwn of 30 days after such determination, suctaade shall be forgiven and shall not be requiodokt repaid and the
amount of such advance shall be offset, to thenextbereof, by the amount of the Gr-Up Payment



7. EFFECT ON OTHER ARRANGEMENTS.

No provision of this Agreement shafieat or limit any interests or rights vested in frmployee under any other agreement or arrangewignthe IR Group (or any member thereof) and the
Employee or under any pension, profit-sharing, relddr other insurance or other benefit plans eflid Group (or any member thereof) which may beffact and in which the Employee may be
participating at any time.

8. CONFIDENTIALITY.

The Employee agrees to hold in confidence any #rabafidential information known to him concernitige IR Group (or any member thereof) and its lesses so long as such information is not othel
publicly disclosed; provided that the Employee kbalentitled to divulge confidences and confidantiformation (i) as required by applicable lawi@gal process (e.g., subpoena or investigation by
governmental authority) or (ii) to defend the Emyae in any action, suit or investigation or to enéothe Employee's rights hereunder or otherwise.

9. MISCELLANEOUS.

(@) Legal Expenses; Severabilifthe Company shall pay all costs and expenselsidimg attorneys' fees, of the Company and, &t lgaarterly, the Employe
in connection with any legal proceedings, whetharat instituted by the IR Group (or any memberéloé), relating to the interpretation or enforcemefithis Agreement
In the event that the provisions of this paragrsipdll be determined to be invalid or unenforceabkmny respect, such declaration shall not affeetremaining provisions
of this Agreement, which shall continue in full derand effect.

(b) Mitigation All payments or benefits required by the terrhthis Agreement shall be made or provided withaftget, deduction, or mitigation on account of
income the Employee may receive from other emplaytroeotherwise and the Employee shall not haveddatigation or duty to seek any other employmentberwise
earn any amounts to reduce or mitigate any paynreqtsred hereunder.

(c) Death of the Employeén the event of the Employee's death subsedaéergrmination, all payments called for hereundeisbe paid to the Employee's
designated beneficiary or beneficiaries, or todniser estate if he or she has not designated efibiemy or beneficiaries.

(d) Notices Any notice or other communication provided fothis Agreement or contemplated hereby shall fecmntly given if given in writing and
delivered by hand, by overnight courier (with r@teor by certified mail, return receipt requestadd addressed, in the case of the Company, Gdhgany at:

200 Chestnut Ridge Road
Woodcliff Lake, New Jersey 0767
Attention: President

or such other address if thecaiige offices of the
Company have moved;

with a copy to IR Limited at:

c/o Ingersoll-Rand Company

200 Chestnut Ridge Road

Woodcliff Lake, New Jersey 0767
Attention: Chairman of the Boaf Directors

or such other address if thecekige offices of the
Company have moved;

and, in the case of the Employee, to the Employee a

Either party may designate a different addressitipg notice of change of address in the manneviges above.

(e) Waiver No waiver or modification in whole or in part tbfis Agreement, or any term or condition herebglbe effective against any party unless in
writing and duly signed by the party sought to bard. Any waiver of any breach of any provisiomdoé or any right or power by any party on one stmashall not be
construed as a waiver of, or a bar to, the exedfiseich right or power on any other occasion aa asiver of any subsequent breach.

(U) Binding Effect; Successo This Agreement shall be binding upon and simaite to the benefit of the Company, IR Limited #imel Employee and their
respective heirs, legal representatives, succeasdrassigns. If the Company and/or IR LimitedIdi®merged into or consolidated with anothertgnthe provisions of
this Agreement shall be binding upon and inurénéoltenefit of the entity surviving such mergeresulting from such consolidation. The Company antR Limited, as
applicable, will require any successor (whetheedtior indirect, by purchase, merger, consolidatioatherwise) to all or substantially all of thesiness or assets of the
Company and/or IR Limited, as applicable, by agresnn form and substance satisfactory to the Eygapto expressly assume and agree to performgneement in
the same manner and to the same extent that th@&@ynand/or IR Limited would be required to perfatrifi no such succession had taken place. Theigions of this
paragraph shall continue to apply to each subseégueployer of the Employee hereunder in the evéahyg subsequent merger, consolidation or trardffassets of such
subsequent employer.

Q) Calculations Subject to Section 6, calculation of all bersefind amounts payable hereunder shall be made aekpense of the Company, by the
Wellesley Hills, Massachusetts office of Watson WgaCompany (or the Company's then actuary imntetligorior to the Change of Control Event).

(h) Plan LimitationsIn the event the Company is unable to providetsmefit required to be provided under this Agreetithrough a plan sponsored by
the IR Group (or any member thereof), the Compduajl sat its own cost and expense, take appropaietions to insure that alternative arrangemergsreade so that
equivalent benefits can be provided to the Emplpietuding to the extent appropriate purchasinglie benefit of the Employee (and if applicable BEmployee's
dependents) individual policies of insurance pringdbenefits, which on an after-tax basis, arejant to the benefits required to be provided heder.

0] Payment Obligationdn the event the Company is unable to, or for @ason does not, pay or provide to the Emplojless any portion of the paymer
and benefits required to be paid and provided utiderAgreement (whether such payments and bergétattributable to compensation (including butlimoited to basic
annual salary and bonus), benefits under any plagram or arrangement, a Gross-Up Payment, of, legsiness or outplacement expenses, or any p#ynent or
benefit), IR Limited shall guarantee, to the saxtergt that the Company is or would be liable fozlspayments and benefits, that it will pay such amt® or provide such
benefits to the Employee in accordance with thesesf this Agreement. Any such payments shall bderand any such benefits shall be provided witBidays
following the date such payments or benefits shbalkee been paid or provided by the Company.

0] Controlling Law; Jurisdiah . This Agreement shall be governed by and condtiiaccordance with the laws of the State of Newely applicable to
contracts made and to be performed therein, withegard to conflicts of laws principles. Any suittion or proceeding related to this Agreemengrorjudgment entere
by any court related to this Agreement, may be gindonly in any court of competent jurisdictiontive State of New Jersey, and the parties herebyistid the exclusive
jurisdiction of such courts. The parties (and Afijliates of the Company or beneficiary of the Eloyee, or any successor to the Company or the CoypAffiliate)
irrevocably waive any objections which they may mavhereafter have to the laying of venue of arit; agtion or proceeding brought in any court ofnpetent




jurisdiction in the State of New Jersey, and heliefgyocably waive any claim that any such actguit or proceeding has been brought in an incomveriorum.

10. EFFECT ON PRIOR AGREEMENTS:

Subject to paragraph 7 thgreement contains the entire understanding lestwhee parties hereto and supersedes in all respegtprior employment or severance agreement or
understanding between any member of the IR Grodpta Employee.

IN WITNESS WHEREOF, the Guamy, IR Limited and the Employee have executesl Aigireement as of the day and year first aboveemrit

INGERSOLL-RAND COMPANY

Pdsficia Nachtigal
EMPLOYEE By: Patricia Nachtigal
Title:  Senior Vice Prsnt and
General Counsel

INGERSOLL-RAND COMPANY LIMITED

[s/ Patricia Nachtigal

By: Patricia Nachtigal

Title:  Senior Vice President and
General Counsel

Schedule /

CERTAIN DEFINITIONS

As used in this Agreement, antess the context requires a different meanirgfdaHowing terms have the meanings indicated:

" Affiliate', used to indicate a relationship with a specifiedson, means a person that directly, or indiyehtiough one or more intermediaries, controldsaontrolled by, or is under comm
control with, such a specified person.

" Associatk used to indicate a relationship with a specifiedson, means (i) any corporation, partnershiptler organization of which such specified perisoan officer or partner; (ii) any
trust or other estate in which such specified pefsas a substantial beneficial interest or as tichwvbuch specified person serves as trustee osimiéar fiduciary capacity; (iii) any relative spouse of suc
specified person, or any relative of such spouse s the same home as such specified person,isvehdirector or officer of any member of the®Roup; and (iv) any person who is a director, @ffic
or partner of such specified person or of any caon (other than any member of the IR Group)trpaship or other entity which is an Affiliate afch specified person.

" Beneficial Ownémeans the same as such term is defined by Rale31fder the Securities Exchange Act of 1934 nasnaled (or any successor provision at the timéfac®; provided,
however, that any individual, corporation, partnershimgy, association, or other person or entity whias the right to acquire any of IR Limited's VotiBgcurities at any time in the future, whether such
right is contingent or absolute, pursuant to amgeagent, arrangement, or understanding or uportisgenf conversion rights, warrants or optionsptheerwise, shall be deemed the Beneficial Owner of
such securities.

" Boartl means the Board of Directors of IR Limited (drlR Limited is then a subsidiary of any other camnp, of the ultimate parent company).

" Causemeans (i) any action by the Employee involvindfwi malfeasance or willful gross misconduct hayia demonstrable adverse effect on any memberedRIGroup; (ii) substantial
and continuing refusal by the Employee in willfuebch of this Agreement to perform his or her emplent duties hereunder; or (iii) the Employee baingvicted of a felony under the laws of the United
States or any state.

Termination of the Employee @ause shall be communicated by a Notice of Terwingiven within one year after the Board (i) ka®wledge of conduct or an event allegedly conttigu
Cause; and (ii) has reason to believe that sucHumiror event could be grounds for Cause. Forgmep of this Agreement a "Notice of Terminatiordlsinean delivery to the Employee of a copy of a
resolution duly adopted by the affirmative votenot less than three-quarters of the entire memieddtihe Board at a meeting of the Board called eld for the purpose (after reasonable notideeo
Employee ("Preliminary Notice") and reasonable apputy for the Employee, together with the Emple\gecounsel, to be heard before the Board prisut¢h vote) of finding, in the good faith opinion of
the Board, that the Employee has engaged in théumronstituting Cause and specifying the pardicuthereof in detail. Upon the receipt of theliRrieary Notice, the Employee shall have 30 days in
which to appear with counsel or take such othd@oagts he or she desires on his or her behalfsaok 30-day period is hereby agreed to by theqsasts a reasonable opportunity for the Employée to
heard. The Board shall no later than 45 days #ftereceipt of the Preliminary Notice by the Enygle communicate its findings to Employee. A falby the Board to make its finding of Cause or to
communicate its conclusion within such 45-day psball be deemed to be a finding that the Empldweenot engaged in the conduct described hefeiy.termination of the Employee's employment
(other than by death or Permanent Disability) with days after the date that the Preliminary Nolias been given to the Employee shall be deemieel atermination for Cause; provideldowever, that
if during such period the Employee voluntarily témates other than for Good Reason or the Companyiriates the Employee other than for Cause, ané&rigloyee is found (or is deemed to be found
to have engaged in the conduct described hereth, teumination shall not be deemed to be for Cause.

" Change of Control Evénheans the date (i) any individual, corporatioartpership, group, association or other persombtye together with its Affiliates and Associat@sach a "Person”)
(other than a trustee or other fiduciary holdingusities under an employee benefit plan of the Camypor IR Limited), is or becomes the Beneficial i@wof securities of IR Limited representing 20% or
more of the combined voting power of IR Limited'stwig Securities; (ii) the Continuing Directorsl|fai constitute a majority of the members of theaRp (iii) of consummation of any transaction orsg
of transactions under which IR Limited is mergeaonsolidated with any other company; or (iv) of aale, lease, exchange or other transfer, in mmsaction or a series of related transactionall obr
substantially all, of the assets of IR Limited, etlthan any sale, lease, exchange or other trateségry Person or entity where IR Limited ownsgdily or indirectly, at least 80% of the combineding
power of the Voting Securities of such Person dityeor its parent corporation after any such tfangprovided, however, that in the case of a transaction described)jr{iif) or (iv), above, there shall not
be a Change of Control Event if the shareholdet&dfimited immediately prior to any such transaatiown (or continue to own by remaining outstandindpy being converted into Voting Securities of
surviving entity or parent entity) 70% or more loétcombined voting power of the Voting Securitié$oLimited, the surviving entity or any parenteither immediately following such transaction, in
substantially the same proportion to each otherias to such transaction.

" Continuing Direct§means a director who either was a member of ther@®on the date hereof or who became a membbeedaard subsequent to such date and whose elgation
nomination for election by IR Limited's sharehokleras Duly Approved by the Continuing Directorstiba Board at the time of such nomination or etetteither by a specific vote or by approval of the
proxy statement issued by IR Limited on behalfref Board in which such person is named as nomiredifector, without due objection to such nomiaafibut excluding, for this purpose, any such
individual whose initial assumption of office ocswas a result of an actual or threatened electiatest with respect to the election or removalicdators or other actual or threatened solicitabbproxies
or consents by or on behalf of a person or entitgiothan the Board.

" Duly Approved by tBentinuing Directors means an action approved by the vote of at kasthirds of the Continuing Directors then on Beard.

" Fiscal Yeameans the fiscal year of the Company.

" Good Reasbmeans (i) a material adverse change in the Enaglsyjob responsibilities, title or status fromsthdn effect on the date hereof or as enhanced firoeto time, which
change continues for a period of at least 15 digs aritten notice from the Employee; (ii) a retioa of the Employee's base salary or target batesfailure to pay Employee's salary or bonus wdes,
or the failure to maintain on behalf of the Empleyand his or her dependents) benefits which aemat as favorable in the aggregate to those geovior in paragraph 4(b); (iii) the relocationtoé
principal place of the Employee's employment byertban 35 miles from the Employee's principal plaicemployment immediately prior to the Change oh€ol Event, or the imposition of travel
requirements on the Employee not substantially isterst with such travel requirements existing imragaly prior to the Change of Control Event; (ilagtfailure of the Company and/or IR Limited, as
applicable, to obtain the assumption of, and threemgent to perform, this Agreement by any successapntemplated in paragraph 9(f); (v) any volgntasignation of employment by Employee follow
a Change of Control Event; or (vi) the failure loé tCompany and, to the extent applicable, IR Lichtteperform any of their other material obligasamder this Agreement and the continuation of such
failure for a period of 15 days after written netitom the Employee.

" IR Groupmeans the Company and its Affiliates, includinigheut limitation,
IR Limited.



" Permanent Disabilityas applied to the Employee, means that (i) heherhas been totally incapacitated by bodily inpurdisease so as to be prevented thereby froforpgng his or
her duties hereunder; (ii) such total incapaci@lishave continued for a period of six consecutivenths; and (iii) such total incapacity will, inetlopinion of a qualified physician, be permanemt an
continuous during the remainder of the Employefgs |

" Terminatidrmeans (i) following the occurrence of a Chang€ohtrol Event, (A) the termination of the Emplojgeemployment without Cause or (B) the resignaltipmn Employee f
Good Reason, and (ii) prior to the occurrence 6hange of Control Event, but following the execntaf an agreement or the commencement of a terffi#gr proxy contest or other action that, if
consummated, would reasonably be expected to riesal€hange of Control Event and, in each cases desult in a Change of Control Event, the tertionaof the Employee's employment, or a material
adverse change in the Employee's job responsdsilititle or status, reduction of the Employee&etsalary or target bonus, the relocation of th@lByee's principal place of employment by more tB&n
miles or the imposition of travel requirements ba Employee not substantially consistent with thepbyee's job; providedthat such term shall not include any terminatéemployment for Cause, any
resignation without Good Reason (except as providethuse (i), above), or any termination of eayphent on account of an Employee's death or Pemmarisability.

" Termination Ddteneans the effective date of an Employee's Tertioinaprovided, that with respect to a Termination that occuisrgo a Change of Control Event, the effectiveedai
such Termination shall be deemed to be the dateetifately following the Change of Control Event.

" Voting Securitiesneans the outstanding securities entitled to geteerally in the election of directors.



Exhibit 10.€

AMENDED AND RESTATED AGREEMENT

This AGREEMENT, amendedl restated as of December 1, 2003 is betweeEREDLL-RAND COMPANY, a New Jersey corporation (t@mmpany"), INGERSOLL-RAND
COMPANY LIMITED, a Bermuda company ("IR Limited") (the "Employee"). Unless otherwise iatdid, terms used herein and defined in Schedulerétd shall have the meanings assigned
to them in said Schedule.

The Company and the Eyge are already parties to an agreement thatriemtly in effect, which they desire to hereby ashand restate.
The Company, IR Limitedd the Employee agree as follows:

1. OPERATION OGREEMENT:

This Agreement shalldffective immediately upon its execution and shalitinue thereafter from year to year prior tore@ye of Control Event unless terminated as ofaamjversary
of the date hereof by either party upon writterigeoto the other party given at least 60 daysnletiimore than 90 days, prior to such anniversatg.diotwithstanding the foregoing, this Agreemesaty
not be terminated after the occurrence of a Chah@ontrol Event.

2. _ AGREEMENT TERM:

The term of this Agreamhshall begin on the date hereof and, unlessinated pursuant to paragraph 1 prior to a Chandg@ootrol Event, shall end on the fifth anniversafyhe
occurrence of a Change of Control Event (or, élaafter satisfaction of all obligations hereunder

3. __ EMPLOYEE'S POEIN AND RESPONSIBILITIES:

(@) The Employeelwidntinue to serve the IR Group upon the occueesfa Change of Control Event, in all materiapexgs, in the same capacity
(including position, status, offices, titles angaoging responsibilities) with the same authoritidsties and responsibilities as he or she semesediately prior thereto.

(b) During the terrntiis Agreement the Employee shall devote subistiéngll of his or her business time (excludingaton time and sick leave to
which the Employee is entitled) and attention esidlely to the business and affairs of the IR Grang shall use his or her reasonable best effopsoimote the interests
of the IR Group. The participation of the Employeeutside directorships and civic or charitatdéaties, and the management of the Employee'sguel investments i

public companies in which the Employee holdingsidbexceed 5% afie outstanding shares or value of such compainiesch case, which do not materially interferehwiite performance
of Employee's duties for the IR Group shall notlbemed a violation of this paragraph 3.

4. COMPENSATIGWD OTHER BENEFITS UPON CHANGE OF
CONTROL EVENT.

The Company and the Empéoggree that, upon the occurrence of any Chan@emwtrol Event, the Employee shall receive basiaiahsalary, bonus and fringe and other benefifslémvs:

(@) Basic Ann&llary and Bonus The Employee's basic annual salary shall beaeanot less than the rate of annual salary, lwhis been paid
to the Employee immediately prior to the Chang€ofitrol Event, with such annual increases (butdeatreases) equal to the greater of (i) salary asa® as may be
contemplated by any applicable salary adjustmesgnams of the IR Group (or any member thereofffiece immediately prior to the Change of Controleat and
applicable to the Employee and such further in@sas shall be determined from time to time byBbard or (ii) a percentage equal to the percentagease (if any) in
the "Consumer Price Index for All Urban Consumensblished by the United States Department of Laliureau of Labor Statistics for the then mostmégeended 12-
month period. In addition, the Employee shall betied to receive an annual bonus in an amountesstthan the highest annual bonus received l3c@ued on behalf
of, the Employee with respect to the lesser ai@)five full Fiscal Years immediately preceding thhange of Control Event, or (ii) the number df Fiscal Years
immediately preceding the Change of Control Eveming) which the Employee has been employed byRh&1oup (or any member thereof) (whether the basmpsid to,
is accrued on behalf of, is a Deferral Amount (@shsterm is defined in the IR Executive Deferredrpensation Plan) or is foregone by the Employesyant to the
Ingersoll-Rand Company Estate Enhancement Program).

(b) Fringe Benefits; BhessExpenses The Employee shall be entitled to receive bésgficluding but not limited to pension (and s@péntal
pension), savings plan (and supplemental savirayy pleveraged employee stock ownership plan, siaad, performance share, stock option, deferoetpensation,
and welfare plans (as defined in section 3(1) efEmployee Retirement Income Security Act of 1@&lamended, or otherwise) including, but not lichit life, medical
prescription drugs, dental, disability, accidem@ath and travel accident coverage plans, posenetint welfare benefits, and an estate enhancegnagriam on terms no
less favorable than those in effect under each plachor program immediately prior to the Chang€ohtrol Event, and at no less than the same lideeéls (and no
more than the same employee contribution levets) th effect under each such plan or program ofRh@roup (or any member thereof) and to receilethkr fringe

benefits and perquisites (or their equivalent) ftome to time in effect for the benefit of any exeiee, management or administrative group for whkaemployment positio
then held by the Employee entitles the Employgeatticipate. The Company shall provide for themeangt of, or reimburse the Employee for, all traavedl other out-of-pocket expenses reasonably indurre
by him in the performance of his or her duties bader.

(c) Management Incentive tRian. The Company and the Employee further agredmimatdiately upon the occurrence of any Change ott@bEvent,
all amounts theretofore credited to the Employedeuthe Management Incentive Unit Plan of IngefBalhd Company, as amended (the "MIU Plan"), stedbme fully
vested and all such amounts thereafter creditdtitstmome fully vested immediately upon such ciadit

5. PAYMENTS AND BENEFITS O TERMINATION.

The Employee shall be entitlednte following payments and benefits upon Termination

(a) Salary and BonusThe Company shall pay to the Employee, in a tasip sum on the Termination Date, an amount efguéile sum of (i) the basic
annual salary and any annual bonus in respectofrgleted fiscal year, which have not yet been pattie Employee through the Termination Date;gfi)amount equal
to the last annual bonus received by, or awardetthéoEmployee with respect to the full Fiscal Yiamediately preceding the Termination Date muikiglby a fraction
the numerator of which shall be the number offiudinths the Employee was employed by the Comparipglthie Fiscal Year containing the Employee's Taation Date
and the denominator of which shall be 12; and &iil)amount equal to the Employee's basic annuaiysaiultiplied by a fraction, the numerator of whighall be the
number of unused vacation days to which the Em@ayentitied as of the Termination Date and theod@nator of which shall be 365, and any other am®unormally
paid to an employee by the IR Group (or any merttieneof) upon termination of employment. For theggposes, any partial month during which the Eiygdois
employed shall be deemed a full month.

(b) _SeveranceThe Company shall pay to the Employee, in a éasip sum not more than 30 days following the Teation Date, an amount equal to three
times the sum of (i) the highest basic annual gateeffect at any time during the period beginnfivg full Fiscal Years immediately preceding theadge of Control
Event and ending on the Termination Date; andi@)Employee's target bonus for the year of tertiwnaor, if higher, the highest annual bonus reedifay, or accrued on
behalf of, the Employee during the period beginrfing full Fiscal Years immediately preceding thkeaBge of Control Event and ending on the Terminabate (whethe
the bonus is paid to, is accrued on behalf of,Deterral Amount (as such term is defined in théebcutive Deferred Compensation Plan) or is foneday the Employe



pursuant to the Ingersoll-Rand Company Estate Ezgraant Program).

(c) _Employee Benefit Plan&or the three-year period following the TermioatDate (or, if sooner, until the Employee is a@eeunder a comparable plan
offered by a subsequent employer), the IR Groufgrmember thereof) shall continue to cover thelByee under those employee welfare plans (inclydiat not
limited to, life, medical, prescription drugs, delnfaccidental death and travel accident and disaboverage, but not including any severance jlay, other than that
provided pursuant to this Agreement or any penglan) applicable to the Employee on the TerminaBaite at the same benefit levels then in effecskail provide their
equivalent); provided however, that if the Employee becomes employed by a nepl@rar and participates in a welfare plan of sutipleyer that is at least as favorable
as the comparable plan of the IR Group (or any negritereof), the Employee's coverage hereunderuhdepplicable welfare plan of the IR Group (oy anember
thereof) (or the equivalent) shall continue as sdaoy coverage to that provided by the new emplapét the third anniversary of the Termination Bébut shall become
primary coverage on or prior to the third anniveysaf the Termination Date if, for any reason, BEraployee ceases to participate in the new emplopéah or if such ne
employer's plan becomes less favorable than the@amhle plan of the IR Group (or any member thejeof

(d) Deferred Compensation, Sgsiand Leveraged Employee Stock Ownership Plaks soon as practicable following the determorathereof (but in any
event no later than 30 days following the TermmratDate), the Company shall pay the Employee aruati{@ one lump sum cash payment and in lieu eftténefit
otherwise provided under the applicable plan) etpu#ie value of the sum of: (i)with respect te tR Executive Deferred Compensation Plan (the ¢Htiee Deferred
Plan"), the number of IR Stock units credited te BEmployee's Account Balance for all Plan Years(ah terms are defined in the Executive Defertad)Rat the
Termination Date multiplied by the Company Stockiéa(as defined in paragraph 5(g) below) plus #lees of all other amounts credited to the Emplay@ecount
Balance for all Plan Years under the Executive BetePlan at the Termination Date as such valdetermined under the terms of the Executive Dedie®lan; (i) the
number of Common Stock Equivalents credited tcBhmployee's Employee Account under the IngersolleRaampany Supplemental Employee Savings Plan at the
Termination Date multiplied by the Company Stockéa (iii) the amount credited to the Employee'gf@amental RAP Account under the Ingersoll-Rand Gamny
Supplemental Employee Savings Plan at the Termoim@ate; (iv) all contributions to, or amounts éted to, the Ingersoll-Rand Company Employee Savign,
IR/Clark Leveraged Employee Stock Ownership Plad, lagersoll-Rand Company Supplemental Employeén8awlan, (and earnings and appreciation attrideta
thereto) that theretofore were made by the IR G{ouany member thereof) on behalf of the Emplogee are forfeited as a result of the Employee'siiration; and (v)
six percent (or such higher maximum Company Magl@ontribution percentage provided under the IrgleRand Company Employee Savings Plan as of the
Termination Date, calculated as though no ContidluPercentage Limitation or other limits under thgersollRand Company Employee Savings Plan were appli¢ak
those terms are defined in the Ingersoll-Rand Comfanployee Savings Plan)) of the aggregate amuaydble pursuant to paragraphs 5(a) and 5(b).

(e) Pension Benefits

(i) No later than 88ys following the Termination Date, the Compahglkpay the Employee an amount (in one lump sush gayment and in lieu of the benefit otherwisevjuled
under the applicable plan, program or agreementdleq the present value of the sum of the peniseefits the Employee is entitled to receive uridgrthe IngersollRand Company Supplemental Pen:
Plan (the "Section 415 Excess Plan"), (B) the IagiéiRand Company Elected Officers SupplementagRnm (the "Elected Officers Supplemental Progranthe "Program"), and, if applicable, (C) the
Ingersoll-Rand Company Executive SupplementaryrBeint Agreement (the "Ten-Year Annuity"), all a®ffect immediately prior to the Change of ConEweknt (collectively, the "Pension Benefit").

(ii) This paragrapte)(ii) shall apply only in the event that the timm of the Pension Benefit under the Elected @ficSupplemental Program, after application of graah 5(e)(iii), is
less than zero ($0.00)In calculating the portion of the Pension Benefitler Section 1.1 of the Section 415 Excess Plaf€dmpany shall credit the Employee with five adutiil years of credited service
(within the meaning of the Company's qualified defl benefit plan in which the Employee activelytiggyates immediately prior to the Change of Cohreent (the "Qualified Pension Plan"),and
including compensation, vesting and age credit)faredadditional years of age for purposes of teet®n 415 Excess Plan but not the Qualified PenBian.

(iii) In calculatinge portion of the Pension Benefit under the Ele@éiters Supplemental Program, the Company sha&l): credit the Employee with an additional five afs of Service
(as defined in the Program) and an additional yiwers of age for purposes of computing the amotiiteoPension Benefit; and (B) define "Final Avezday" in Section 1.10 of the Program as 1/3 of the
severance amount determined pursuant to paragaplofthis Agreement. If, after crediting fivears of age, the Employee is less than 55 yearghadyortion of his or her Pension Benefit under th
Program shall be reduced for commencement priagéo55 in accordance with the applicable provisafrthe Program.

(iv) In calculating tpertion of the Pension Benefit under the Ten-Yeandity: (A) the phrase "subject to paragraph ®b#rshall be deleted, and the phrase "normaleretant age" or
"age 65", as applicable depending on the Employeemgement, shall be replaced with "age 62"athecase, in paragraph 1; (B) the Company shalitdiee Employee with five additional years of age
but to an age no greater than 62; and (C) the cttigperestriction under the Ten-Year Annuity shiadl deleted, and shall be null and void as of therilhation Date.

) The present valuahef Pension Benefit under the Elected OfficerspBmental Program, the Ten-Year Annuity and, onlthie event that paragraph 5(e)(ii) applies, th&iGe 415
Excess Plan, shall be calculated using (A) an ésterate equal to the product of (1) the 10-ye&a¥ury Note rate as used in the Elected Officeppl®mental Program's definition of Actuarial Equérs
times (I1) one minus the federal income tax ratthathighest bracket of income for individuals ffeet for the year containing the date of payméB},the mortality rate used to determine lump swatues
in the Elected Officers Supplemental Program, &)daCtual age without the five year addition to,ameept that the Ten-Year Annuity present valusl ke calculated using no mortality assumption and
actual age plus the additional five years but tage no greater than 62.

® Retiree Welfare Benefitd=or purposes of determining the Employee'staligi for post-retirement benefits under any wedflan maintained by the IR
Group (or any member thereof) prior to the occureeof a Change of Control Event, the Employee s¥etiredited with any combination of additionalngeaf service an
age not exceeding 10 years, to the extent necessguoalify for benefits. If, after taking into @unt such additional age and service, the Emplayebgible for any such
post-retirement welfare benefits (or would haverbelggible under the terms of such plans as incefieior to the occurrence of the Change of Corinant), the
Employee shall receive, commencing on the thirdwemsary of the Termination Date, post-retiremeetfare benefits no less favorable than the bengf@é€Employee
would have received under the terms and conditiérise applicable plans in effect immediately ptiothe occurrence of the Change of Control Event.

(9) Employee Stock Awards, OptioBARs, Performance Share Awards and MIUso later than 30 days following the Terminat@ate, the Company shall
pay the Employee an amount (in one lump sum cagim@at and in lieu of the benefit otherwise providedier the applicable plan) equal to the aggre@atapany Stock
Value (defined below) (except in the case of tlgelsoll-Rand Company Limited Performance Sharer@rodthe "PSP") in which case the amount shallda@kto three
times the aggregate Company Stock Value) of alleshanderlying 100% of the Employee's then outstanand unpaid stock and stock based awards (ergstiock
options) (minus any applicable exercise pricehadase of stock appreciation rights) under thers@l-Rand Company Limited Incentive Stock Plahs,PSP, the MIU
Plan and any similar plans of the IR Group (or argmber thereof) or any other related company, whliail all be deemed vested and performance obgscshall be
deemed fully earned (for the PSP, fully earnedguer&nce objectives means that 100% of the targatdaamount under the PSP shall have been earneefher or not
otherwise vested and fully earned in accordancle thié terms of the employee benefit plans and aggaes pursuant to which such stock and stock basedds were
granted (upon such payment in full, such stockstodk based awards shall be cancelled and be fofrtieer force or effect). In addition, all optiotspurchase Class A
common shares of IR Limited (or the stock of angnpany for which IR Limited's shares have been switstl or exchanged or in respect of which optibage been
granted to the Employee) ("Company Stock") andtaitk appreciation rights held by the Employee imdiately prior to Termination shall become exercisas of the
Termination Date, whether or not otherwise exeldesan accordance with the terms of the employemfieplans and agreements pursuant to which sptibrs and stoc
appreciation rights were granted. During the 69 piriod following the Termination Date, the Empeyshall have the right to elect to exercise argll@tock options
then held by the Employee as if such option westwek appreciation right and, therefore, receieash payment equal to (x) the number of shareofgany Stock
subject to each such option (or portion thereof)ltiplied by (y) the excess of the Company Stockuéaver the exercise price of such option (upahgqayment in full,
any stock option so exercised as a stock appreniatjht shall be cancelled and be of no furthecdmr effect). For purposes of this Agreementnfany Stock Value
shall be deemed to be the highest of: (i) theirtpsale price of the Company Stock on the New Ystidck Exchange on the Change of Control Eventth@ closing sale
price of the Company Stock on the New York Stocklz&ange on the Termination Date; and (iii) the hijludosing sale price of the Company Stock on teesNork
Stock Exchange during the 30 trading days immelgigteceding the acquisition of more than 50% ef tlutstanding Company Stock by any person or gfioefuding
Affiliates of such person or group). If, as of arafuation date, the Company Stock is not tradetherNew York Stock Exchange, the Company Stocki¥ahall be the
closing sale price of the Company Stock on theggad national securities exchange on which the gamy Stock is traded or, if the Company Stock istrawled on any
national securities exchange, the closing bid pofcthe Company Stock in the o-the-counter market




(h) Estate Enhancement Prograifithe Employee participates in the IngersolhR&Lompany Estate Enhancement Program, the teeresoftshall apply.

0] Outplacement ExpenseBor the three year period following the TermioatDate, the Company shall reimburse the Empldgeall reasonable expenses |
to 15% of the Employee's basic annual salary, buhare than $75,000, per 12 month period) incubyethe Employee for professional outplacement ses/by qualified
consultants selected by the Employee.

6. PARACHUTE EXCISE TAXR®SSUP.

(@) If, as aresult of grayment or benefit provided under this Agreemaittige alone or together with other payments andberwhich the Employee
receives or is then entitled to receive from thedi®up (or any member thereof), the Employee besmsubject to the excise tax imposed under Sec868 4f the
Internal Revenue Code of 1986, as amended (thee'adiogether with any income, employment or otlages, interest and penalties thereon, an "EX@sé), the
Company shall pay the Employee an amount suffid@ptace the Employee in the same after-tax firposition that he or she would have been ireibh she had not
incurred any Excise Tax (together with any taxeterest and penalties hereon, the "Gross-Up Pay)ndrar purposes of determining whether the Emeéois subject to
an Excise Tax, (i) any payments or benefits reakbsethe Employee (whether pursuant to the termsdi@r pursuant to any plan, arrangement or aciegement with
the IR Group (or any member of the IR Group) shaldeemed to be contingent on a change descritgection 280G(b)(2)(A)(i) of the Code and shalt&ieen into
account and (ii) the Employee shall be deemed ydaees at the highest marginal applicable ratesioh taxation for the calendar year in which thess-Up Payment is
to be made, net of the maximum deduction in feda@me taxes which could be obtained from dednatiosuch state and local taxes.

(b) The determination ofatlier the Employee is subject to Excise Tax an@theunts of such Excise Tax and Gross-Up PaymenteH as other
calculations hereunder, shall be made at the erpefithe Company by the independent auditors o€Cinapany immediately prior to the Change of Corfeént, which
shall provide the Employee with prompt written get{the "Company Notice") setting forth their deterations and calculations. Within 30 days follogithe receipt by
the Employee of the Company Notice, the Employeg nuiify the Company in writing (the "Employee Nl if the Employee disagrees with such deternonator
calculations, setting forth the reasons for anyhglisagreement. If the Company and the Employesotioesolve such disagreement within 10 businags fbllowing
receipt by the Company of the Employee Notice Gbenpany and the Employee shall agree upon a n#ifioraognized accounting or compensation firm (tResolving
Firm") to make a determination with respect to sdidagreement. If the Employee and the Companygable to agree upon the Resolving Firm withirb@8iness days
following the Employee Notice, the New York offioé Towers, Perrin shall be the Resolving Firm. Wit30 business days following the Employee Noticte
disagreement is not resolved by such time, ea¢heoEmployee and the Company shall submit its jpostb the Resolving Firm, which shall make a deieation as to a
such disagreements within 30 days following thédésuch submissions, which determination shabipeling upon the Employee and the Company. Thag@my shall
pay all reasonable expenses incurred by eithey padonnection with the determinations, calculasiopdisagreements or resolutions pursuant to #isgpaph, including,
but not limited to, reasonable legal, consultingthrer similar fees and expenses.

(c) The Employee shall notify the Companwviiiting of any claim by the Internal Revenue Seevibat, if successful, would require the paymenthigy
Company of a Gross-Up Payment. Such notificatiwll be given as soon as practicable but no lager 1.0 business days after the Employee is infoimedliting of
such claim and shall apprise the Company of theraaif such claim and the date on which such clairequested to be paid. The Employee shall npspeah claim prio
to the expiration of the 30 day period following tthate on which the Employee gives such notickeédCompany (or such shorter period ending on theettiat any
payment of taxes with respect to such claim is diligthe Company notifies the Employee in writipgor to the expiration of such period that it desito contest such
claim, the Employee shall:

i give the Company any information reasdyabquested by the Company relating to such claim;

(i)  takach action in connection with contesting suchnelas the Company shall reasonably request in \grftiom time to time, including,
without limitation, accepting legal representatieith respect to such claim by an attorney reasgnsdiected by the Company and reasonably satisfattidghe Employee

(i)  coepate with the Company in good faith in order tieetively contest such claim; and
(iv)  petrtie Company to participate in any proceedinggtirgg to such claim;

provided, however, that the Company shall bear and pay directlg@dts and expenses (including, but not limiteattgitional interest and penalties and related Jesgaisulting or other similar fees)
incurred in connection with such contest and shdkmnify and hold the Employee harmless, on aerd#ix basis, for any Excise Tax or other tax (ideig interest and penalties with respect thereto)
imposed as a result of such representation and guatyofi costs and expenses.

(d) The Company shall control all pradiegs taken in connection with such contest ands &ble option, may pursue or forego any andadhinistrative
appeals, proceedings, hearings and conferencesheitiaxing authority in respect of such claim ara, at its sole option, either direct the Emplotepay the tax
claimed and sue for a refund or contest the claiany permissible manner, and the Employee agoge®$secute such contest to a determination befoyeadministrative
tribunal, in a court of initial jurisdiction and one or more appellate courts, as the Company dedfmine; providedhowever, that if the Company directs the Employee
to pay such claim and sue for a refund, the Companjl advance the amount of such payment to thgl@&me on an interest-free basis, and shall indnamd hold the
Employee harmless, on an after-tax basis, fromExmyse Tax or other tax (including interest or gées with respect thereto) imposed with respeaitch advance or
with respect to any imputed income with respeatitch advance; and providefurther, that if the Employee is required to extend tlause of limitations to enable the
Company to contest such claim, the Employee may this extension solely to such contested amodiie Company's control of the contest shall betéichto issues wit
respect to which a Gross-Up Payment would be payadleunder and the Employee shall be entitledttteor contest, as the case may be, any other rsssed by the
Internal Revenue Service or any other taxing aitthofn addition, no position may be taken nor dimal resolution be agreed to by the Company wittthe Employee's
consent if such position or resolution could reasbybe expected to adversely affect the Employesuding any other tax position of the Employeedlated to the
matters covered hereby).

(e) As a result of the uncertaintyhie fipplication of Section 4999 of the Code at itne ©f the initial determination by the Companytioe Resolving
Firm hereunder, it is possible that Gross-Up Paymethich will not have been made by the Companyikhbave been made ("Underpayment"), consisteft thi
calculations required to be made hereunder. Ieteat that the Company exhausts its remedieshenBrnployee thereafter is required to pay to therhal Revenue
Service an additional amount in respect of any §&diax, the Company or the Resolving Firm shakmieine the amount of the Underpayment that hasrcetand any
such Underpayment shall promptly be paid by the @amg to or for the benefit of the Employee.

® If, after thecedpt by Employee of an amount advanced by the @oym connection with the contest of Excise Tairal the Employee becomes
entitled to receive any refund with respect to stleim, the Employee shall promptly pay to the Campthe amount of such refund actually receivedetioer with any
interest paid or credited thereon after taxes agple thereto). If, after the receipt by the Empl of an amount advanced by the Company in coiemecith an Excise
Tax claim, a determination is made that Employe#! stot be entitled to any refund with respectuotsclaim and the Company does not notify the Egg#an writing of
its intent to contest the denial of such refundprd the expiration of 30 days after such deteatiim, such advance shall be forgiven and shalbeatquired to be repaid
and the amount of such advance shall be offsé¢hetextent thereof, by the amount of the Gross-bjmient.

7. EFFECT ON OTHERRANGEMENTS.

No provision of this Agreement shall affect or ltrany interests or rights vested in the Employedeumny other agreement or arrangement with th@rdip (or any member thereof) and the Employee or
under any pension, profit-sharing, medical or othsurance or other benefit plans of the IR Graupafiy member thereof) which may be in effect andhich the Employee may be participating at any
time.



8. CONFIDENTIALITY.

The Employee agrees to hold in confidence any drabafidential information known to him concernitige IR Group (or any member thereof) and its lesses so long as such information is not othel
publicly disclosed; provided that the Employee kbalentitled to divulge confidences and confidantiformation (i) as required by applicable lawi@gal process (e.g., subpoena or investigation by
governmental authority) or (ii) to defend the Enyge in any action, suit or investigation or to enéthe Employee's rights hereunder or otherwise.

9. MISCELLANEOUS.

(@) Legal Expensesye3ability. The Company shall pay all costs and expenselsidimg attorneys' fees, of the Company and, &t lgaarterly, the
Employee, in connection with any legal proceedingsether or not instituted by the IR Group (or amgmber thereof), relating to the interpretatiomisiorcement of this
Agreement. In the event that the provisions of flaragraph shall be determined to be invalid enforceable in any respect, such declaration slalffect the
remaining provisions of this Agreement, which siealhtinue in full force and effect.

(b) Mitigation All payments or benefits required by the termthis Agreement shall be made or provided withaftget, deduction, or mitigation on
account of income the Employee may receive fronerogimployment or otherwise and the Employee sluwlhave any obligation or duty to seek any otheplegment or
otherwise earn any amounts to reduce or mitigaggpagments required hereunder.

(c) Death of the Emy@e. In the event of the Employee's death subsedaergrmination, all payments called for hereundedisbe paid to the
Employee's designated beneficiary or beneficiaoe$ his or her estate if he or she has not desggl a beneficiary or beneficiaries.

(d) NoticesAny notice or other communication provided fiothis Agreement or contemplated hereby shall ffecgntly given if given in writing and
delivered by hand, by overnight courier (with r@teor by certified mail, return receipt requestadd addressed, in the case of the Company, Gdhgany at:

200 Chestnuddd Road
Woodcliff Lakew Jersey 07677
Attention: Bigent

or such othddeess if the executive offices of the
Company haveveu

with a copy to IR Limited at:

c/o Ingersoldufii Company

200 Chestnuddd Road

Woodcliff Lakew Jersey 07677
Attention: Gimaan of the Board of Directors

or such othddeess if the executive offices of the
Company haveveu

and, in the case of the Employee, to the Employee a

Either party may designate a different addressitipg notice of change of address in the mannevidesl above.

(e) WaiverNo waiver or modification in whole or in partis Agreement, or any term or condition herebglkbe effective against any party unles
writing and duly signed by the party sought to bard. Any waiver of any breach of any provisiomend or any right or power by any party on one sama shall not be
construed as a waiver of, or a bar to, the exedfisech right or power on any other occasion aa asiver of any subsequent breach.

(U] Binding Effect; 8&eessors This Agreement shall be binding upon and simaifé to the benefit of the Company, IR Limited #mel Employee and
their respective heirs, legal representatives,esgmrs and assigns. If the Company and/or IR eghvshall be merged into or consolidated with armoghdty, the
provisions of this Agreement shall be binding upod inure to the benefit of the entity survivinglsunerger or resulting from such consolidation.e TGompany and/or
IR Limited, as applicable, will require any sucaasavhether direct or indirect, by purchase, mergensolidation or otherwise) to all or substahtiall of the business or
assets of the Compaayd/or IR Limited, as applicable, by agreemenbimt and substance satisfactory to the Employeexpoessly assume and agree to perform this Agregiméne same manner
and to the same extent that the Company and/oiirtiRed would be required to perform it if no suaftsession had taken place. The provisions ofpiagraph shall continue to apply to each subseéquen
employer of the Employee hereunder in the eveangfsubsequent merger, consolidation or transfasséts of such subsequent employer.

Calculations Subject to Section 6, calculation of all bersefind amounts payable hereunder shall be mades akpense of the Company, by the
Wellesley Hills, Massachusetts office of Watson fgaCompany (or the Company's then actuary immtetligorior to the Change of Control Event).

(h) Plan Limitationdn the event the Company is unable to providelsmefit required to be provided under this Agreahthrough a plan sponsored
by the IR Group (or any member thereof), the Comgpsrall, at its own cost and expense, take apmtgpéctions to insure that alternative arrangensetsnade so that
equivalent benefits can be provided to the Emplpyeduding to the extent appropriate purchasingtie benefit of the Employee (and if applicable Employee's
dependents) individual policies of insurance pringdbenefits, which on an after-tax basis, arejant to the benefits required to be provided heder.

(i) Payment Obligatsonin the event the Company is unable to, or for@ason does not, pay or provide to the Employlesr any portion of the
payments and benefits required to be paid and gedvinder this Agreement (whether such paymentdanefits are attributable to compensation (inclgdiut not
limited to basic annual salary and bonus), benefiter any plan, program or arrangement, a GrosBayment, or legal, business or outplacement eggens any other
payment or benefit), IR Limited shall guaranteethi same extent that the Company is or wouldai®difor such payments and benefits, that it vélf puch amounts or
provide such benefits to the Employee in accordarittethe terms of this Agreement. Any such paytaehall be made and any such benefits shall beda within 10
days following the date such payments or bendfitsilsl have been paid or provided by the Company.

()] Controlling Lawydsdiction. This Agreement shall be governed by and condtii@ccordance with the laws of the State of Nergely applicable
to contracts made and to be performed thereinowithegard to conflicts of laws principles. Anyitsaction or proceeding related to this Agreementany judgment
entered by any court related to this Agreement, beaprought only in any court of competent jurigdic in the State of New Jersey, and the partiesbhyesubmit to the
exclusive jurisdiction of such courts. The par{iasd any Affiliates of the Company or beneficiafithe Employee, or any successor to the Compaliiyeo€ompany's
Affiliate) irrevocably waive any objections whichey may now or hereafter have to the laying of eeofuany suit, action or proceeding brought in eoyrt of competent
jurisdiction in the State of New Jersey, and helietgvocably waive any claim that any such act&uit or proceeding has been brought in an incomveriorum.

10. EFFECT ON PRIOR AGRHENTS.

Subject to paragraph 7, this Agreenhtontains the entire understanding betweenahép hereto and supersedes in all respects &mygonployment or severance agreement or underisigind
between any member of the IR Group and the Emplc



IN WITNESS WHEREOF, the Company,Liiited and the Employee have executed this Agesgras of the day and year first above written.
INGERSOLL-RAND COMPANY

[s/ Herbert L. Henkel
By: Herbert L. Henkel EMPLOYEE
Title:  President and

Chief Executive Officer

INGERSOLL-RAND COMPANY LIMITED

s/ Herbert L. Henkel

By: Herbert L. Henkel

Title:  Chairman, President and
Chief Executive Officer

Schedule /
CERTAIN DEFINITIONS
As used in this Agreement, and ssihe context requires a different meaning, theviing terms have the meanings indicated:

" Affiliate", used to indicate a relationship with a specifiedson, means a person that directly, or indiyehtiough one or more intermediaries, controldsaontrolled by, or is under common
control with, such a specified person.

" Associat® used to indicate a relationship with a specifietlson, means (i) any corporation, partnershiptleer organization of which such specified periscen officer or partner; (ii) any trust
or other estate in which such specified persorahasbstantial beneficial interest or as to whiathsspecified person serves as trustee or in aaifidluciary capacity; (iii) any relative or spousesuch
specified person, or any relative of such spouse hds the same home as such specified person,misvehdirector or officer of any member of the@®Roup; and (iv) any person who is a director, @ffic
or partner of such specified person or of any cafien (other than any member of the IR Group)trpaship or other entity which is an Affiliate afch specified person.

" Beneficial Ownérmeans the same as such term is defined by Rale31fder the Securities Exchange Act of 1934 nasnaled (or any successor provision at the timéfac®; provided,
however, that any individual, corporation, partnershimgs, association, or other person or entity whiah the right to acquire any of IR Limited's VotiBgcurities at any time in the future, whether such
right is contingent or absolute, pursuant to amgegent, arrangement, or understanding or uportisgenf conversion rights, warrants or optionsptheerwise, shall be deemed the Beneficial Owner of
such securities.

" Board means the Board of Directors of IR Limited (drlR Limited is then a subsidiary of any other canp, of the ultimate parent company).

" Caustmeans (i) any action by the Employee involvindlfwi malfeasance or willful gross misconduct hayia demonstrable adverse effect on any membeedRIGroup; (ii) substantial and
continuing refusal by the Employee in willful bréaaf this Agreement to perform his or her employttasties hereunder; or (i) the Employee beingwicted of a felony under the laws of the United
States or any state.

Termination of the Employee for Gawshall be communicated by a Notice of Terminagigen within one year after the Board (i) has kiemige of conduct or an event allegedly constituting
Cause; and (ii) has reason to believe that suctwedror event could be grounds for Cause. Forqmep of this Agreement a "Notice of Terminatiordlsmean delivery to the Employee of a copy of a
resolution duly adopted by the affirmative votenof less than three-quarters of the entire memieadhthe Board at a meeting of the Board called laeld for the purpose (after reasonable notidado
Employee ("Preliminary Notice") and reasonable apputy for the Employee, together with the Emple\gecounsel, to be heard before the Board prisut¢h vote) of finding, in the good faith opinion of
the Board, that the Employee has engaged in theumbconstituting Cause and specifying the pardicuthereof in detail. Upon the receipt of theliRri@ary Notice, the Employee shall have 30 days in
which to appear with counsel or take such othepbacts he or she desires on his or her behalfsaold 30-day period is hereby agreed to by thegsaas a reasonable opportunity for the Employée to
heard. The Board shall no later than 45 days #ftereceipt of the Preliminary Notice by the Enygle communicate its findings to Employee. A falby the Board to make its finding of Cause or to
communicate its conclusion within such 45-day psball be deemed to be a finding that the Empldyesenot engaged in the conduct described hefaig.termination of the Employee's employment
(other than by death or Permanent Disability) withb days after the date that the Preliminary Molias been given to the Employee shall be deemieel aatermination for Cause; provideldowever, that
if during such period the Employee voluntarily témates other than for Good Reason or the Companyiriates the Employee other than for Cause, ané&rigloyee is found (or is deemed to be found
to have engaged in the conduct described hereth, teumination shall not be deemed to be for Cause.

" Change of Control Eveénmeans the date (i) any individual, corporatioartpership, group, association or other persombtye together with its Affiliates and Associat@ach a "Person")
(other than a trustee or other fiduciary holdingusities under an employee benefit plan of the Camypor IR Limited), is or becomes the Beneficial @wof securities of IR Limited representing 20% or
more of the combined voting power of IR Limited'stvig Securities; (ii) the Continuing Directorslfed constitute a majority of the members of theaRh (iii) of consummation of any transaction orieg
of transactions under which IR Limited is mergeadonsolidated with any other company; or (iv) of aale, lease, exchange or other transfer, inr@amsaction or a series of related transactionall 0br
substantially all, of the assets of IR Limited, @&tlhan any sale, lease, exchange or other tramséery Person or entity where IR Limited ownsedily or indirectly, at least 80% of the combinexding
power of the Voting Securities of such Person aiteor its parent corporation after any such tfansprovided, however, that in the case of a transaction described)jrfiif) or (iv), above, there shall not
be a Change of Control Event if the shareholdet®dfimited immediately prior to any such transaatown (or continue to own by remaining outstandin§py being converted into Voting Securities of
surviving entity or parent entity) 70% or more bé&tcombined voting power of the Voting SecuritiésoLimited, the surviving entity or any parent@ither immediately following such transaction, in
substantially the same proportion to each othgrias to such transaction.

' Continuing Directdrmeans a director who either was a member of ther@on the date hereof or who became a membbeed@aard subsequent to such date and whose eleatioomination
for election by IR Limited's shareholders, was DAfyproved by the Continuing Directors on the Boatdhe time of such nomination or election, eittie specific vote or by approval of the proxy
statement issued by IR Limited on behalf of theaa which such person is named as nominee ferctbr, without due objection to such nominatiort, éxcluding, for this purpose, any such individual
whose initial assumption of office occurs as a ltesfuan actual or threatened election contest weipect to the election or removal of directorstbier actual or threatened solicitation of proxiesonsent
by or on behalf of a person or entity other thamBloard.

" Duly Approved by the Continuingréctors” means an action approved by the vote of at ksasthirds of the Continuing Directors then on Beard.

" Fiscal Yedrmeans the fiscal year of the Company.

" Good Reasdmmeans (i) a material adverse change in the Eneglsyjob responsibilities, title or status fromshan effect on the date hereof or as enhanced tiromto time, which change
continues for a period of at least 15 days aftéttewr notice from the Employee; (ii) a reductiontioé Employee's base salary or target bonus, thee€do pay Employee's salary or bonus when dugh®
failure to maintain on behalf of the Employee (dilor her dependents) benefits which are at Esfavorable in the aggregate to those providethfparagraph 4(b); (iii) the relocation of thermipal
place of the Employee's employment by more thamBés from the Employee's principal place of empieynt immediately prior to the Change of Control Byer the imposition of travel requirements on
the Employee not substantially consistent with swahel requirements existing immediately priothe Change of Control Event; (iv) the failure oé tBompany and/or IR Limited, as applicable, to mbta
the assumption of, and the agreement to perforis) Atireement by any successor as contemplatedagpph 9(f); or (v) the failure of the Company atedthe extent applicable, IR Limited to perfornyi
of their other material obligations under this Agmeent and the continuation of such failure for agueof 15 days after written notice from the Emyse.

" IR Groupmeans the Company and its Affiliates, includinighaut limitation, IR Limited.

" Permanent Disabilftyas applied to the Employee, means that (i) heherhas been totally incapacitated by bodily inpurdisease so as to be prevented thereby froforpgng his or her
duties hereunder; (ii) such total incapacity shalle continued for a period of six consecutive hen&nd (iii) such total incapacity will, in theion of a qualified physician, be permanent andticmious
during the remainder of the Employee's life.

" Terminatidhmeans (i) following the occurrence of a Chang€oftrol Event, (A) the termination of the Emplo\seemployment without Cause or (B) the resignaltipmn Employee for
Good Reason, and (ii) prior to the occurrence 6hange of Control Event, but following the execntaf an agreement or the commencement of a terffd#gr proxy contest or other action that, if
consummated, would reasonably be expected to liesal€hange of Control Event and, in each cases desult in a Change of Control Event, the tertionaof the Employee's employment, or a material
adverse change in the Employee's job responsdsilititle or status, reduction of the Employee&etsalary or target bonus, the relocation of th@lByee's principal place of employment by more tB&



miles or the imposition of travel requirements ba Employee not substantially consistent with thepbyee's job; providedthat such term shall not include any terminatéemployment for Cause, any
resignation without Good Reason (except as providethuse (ii), above), or any termination of eoywhent on account of an Employee's death or PermdDisability.

" Termination Dateneans the effective date of an Employee's Tertiinaprovided, that with respect to a Termination that occuisro a Change of Control Event, the effectiveedait
such Termination shall be deemed to be the dateetifately following the Change of Control Event.

" Voting Securitiésneans the outstanding securities entitled to geteerally in the election of directors.



FIRST AMENDMENT
TO THE

INGERSOLL-RAND COMPANY
SUPPLEMENTAL PENSION PLAN

(AMENDED AND RESTATED EFFECTIVE JANUARY 1, 2003)

Exhibit 10.14

WHEREAS, Ingersoll-Rand Company (the "Company") maintairsréstated Ingersoll-Rand Company Supplementali¢tef$an (the "Supplemental Pension Plan") to mtedertain employees of the

Company with pension benefits that are suppleméatdle qualified pension plans maintained by toen@any; and

WHEREAS, the Company reserved the right to amend the SumpieghPension Plan pursuant to Section 4.1 of thp®mental Pension Plan; and

WHEREAS, the Company desires to amend the SupplementaldteR&n;

NOW THEREFORE, the Supplemental Pension Plan is hereby amendectig# as of May 29, 2003 as follows:

1.

"3.1

Section 3.1 of the Supplementalsien Plan is hereby amended in its entirety td eafollows:

Payment of Benefits.

@

(b)

(©

(d)

Benefits payable uniiés Supplemental Pension Plan shall be made iekat of
termination of emplogmt by reason of death, disability, retirementtheowise. Benefits
shall be payable spialthe form of a lump sum.

With respect to terminas of employment by reason of death, disabifiggirement or
otherwise occurringamafter January 1, 2003 but before May 29, 2808 Jump sum
amount payable to ampioyee, other than a "grandfathered" Employeeeasribed in
Section 3.1(c) heresfall be the lump sum value of the single lifewdtyndetermined under
Section 1.1 hereobbthe Employee's Determination Date. For purpadekis Section
3.1, the lump sum eadihall be determined in the same manner as lumpigtributions
are determined untler Qualified Pension Plan. Such benefit shalldid pn the Payment
Date which shall besasn as administratively practicable following @ployee's
termination of emplogmt with the Company. However, an Employee whe participant
in the Ingersoll-RaBdmpany Elected Officers Supplemental Program einigersoll-
Rand Company Key Mamagat Supplemental Program may file a deferral Elerainder
the Deferral Planeadt one year in advance of such termination ofi@mgent to defer the
payment under the DefiePlan.

With respect to terminas of employment by reason of death, disabifiggirement or
otherwise occurringamafter January 1, 2003 but before May 29, 2@893Jump sum
amount payable to etgifathered" Employee, shall be the Actuarial Eajeint value of the
single life annuitytdemined under Section 1.1 hereof as of the Emgisy@etermination
Date. For purposethif Section 3.1, Actuarial Equivalent means ao@am having equal
value when computedtmnbasis of the 1983 Group Annuity Mortality Talgblended)

and an interest rajead to the average of the monthly rates for tear yenstant maturities
for US Treasury Seties for the twelve-month period immediately praogdhe month
prior to the monthwhich the Employee's Determination Date occurshsate as quoted
by the Federal Reserve

Such "grandfathered"oyee's benefit shall be paid on the Payment Dagesther with
interest accrued therfom the Determination Date, (1) if the asseesteeld in trust, then
at the interest ratehaf trust, or (2) if the assets are not heldustirat the then current
earnings rate of theneyp market investment designated by the Committeleuthe
Ingersoll-Rand Compd&mployee Savings Plan. A "grandfathered" Emplsy/Bayment
Date shall be the laif(1) the first business day of the year follogvthe Determination
Date, or (2) the fibatsiness day of the sixth month following the Detiation Date, unless
such "grandfathered"#oyee has a deferral election under the Deferleal Bn file at least
one year in advancéhef Employee's termination of employment date.

Notwithstanding thedgping, a "grandfathered" Employee who terminategleyment on
or after January 1, 20Qit before May 29, 2003, may elect within thed2@-period
immediately preceding termination of employment date to have his biédetermined as
of such date, however interest rate used to determine the Actuariai\&dent benefit
payable in a lump sumalkbe the interest rate equal to the 10-Year JusaNote rate as
published in the Newrk@imes in the Key Rate Table under the CredithéaSection,
or, if such rate is uadable, as provided by Telerate as of the busitley immediately
preceding the date pegytis made to the Employee. In the event a "deghdred”
Employee elects to hhissbenefit determined under this paragraph, terést will be
payable from the Emp@els termination of employment date until the aétaistribution.

A "grandfathered" Emyde is an Employee who is a participant in the isgiéRand
Company Elected Offe&upplemental Program or the Ingersoll-Rand Compay
Management SupplemeRtagram and who terminates employment with the gaom
prior to May 29, 2003.

With respect to terminas of employment by reason of death, disabitiyirement or
otherwise occurringamafter May 29, 2003, the lump sum amount paytbbkn
Employee, shall be filmap sum value of the single life annuity deteredrunder Section 1.1
hereof as of the Enypl®'s Determination Date. For purposes of thigi@e8.1, the lump
sum value shall beedtined in the same manner as lump sum distribsidoa determined
under the QualifiechBien Plan. Such benefit shall be paid on the RayrDate, together
with interest accrubdreon from the Determination Date, (1) if theegssre held in trust,
then at the interegerof the trust, or (2) if the assets are not hetdust, at an interest rate
as quoted by the FatiBeserve, equal to the average of the monthgsrair ten year
constant maturities {8 Treasury Securities for the twelve month piromediately
preceding the montiopto the month in which the Employee's DeternmoraDate
occurred. An Emplogeleayment Date shall be the later of (1) the Erstiness day of the
year following the Bahination Date, or (2) the first day of the sirtlonth following the
Determination Dateowtver, an Employee who is a participant in theersgll-Rand
Company Elected Offic8upplemental Program or the Inge-Rand Company Ke



Management SupplemegPtagram may file a deferral election under thédbl Plan at
least one year in ateof such termination of employment to deferghgment under the

Deferral Plan.

(e) In the event a validetedl election is made under the Deferral Plan)uhg sum amount
that would have othessvbeen payable under this Supplemental Pensiorshédl be
credited to the DeféRE&n as soon as practicable after the Deterntinddiate."

2. Except as provided herein,3pplemental Pension Plan shall remain in fullécaiad effect.
IN WITNESS WHEREOF , the Company has caused this amendment to betexidoyits duly authorized representative thi&day of June, 2003.

INGERSOLL-RAND COMPANY

By: /s/ Sharon Elliot
Sharon Elliot
Senior Vice President
Human Resources



Exhibit 10.16

FIRST AMENDMENT
TO THE
INGERSOLL-RAND COMPANY
SUPPLEMENTAL EMPLOYEE SAVINGS PLAN

(AMENDED AND RESTATED EFFECTIVE JANUARY 1, 2003)

WHEREAS, Ingersoll-Rand Company (the "Company") maintairsamended and restated Ingersoll-Rand Company &upptal Employee Savings Plan (the "Supplementah§s Plan") to provide
certain employees of the Company and certain sisbid and affiliates of the Company with benetiist are supplemental to benefits payable undeintiersoll-Rand Company Employee Savings Plan;
and

WHEREAS, the Company reserved the right to amend the Sumpie@hSavings Plan in accordance with Section 7theoSupplemental Savings Plan; and
WHEREAS, the Company desires to amend the Supplemental @aAlan;

NOW, THEREFORE, the Supplemental Savings Plan is hereby amendedti®# as of May 29, 2003 as follows:

1. Section 4.1 of the Supplemental SaviPigs is hereby amended in its entirety to reafdlé&sws:

"4.1 Time of Distribution.

(a) With respect to terminatimigmployment by reason of death, disability,restient or
otherwise occurring onafter January 1, 2003 but before May 29, 2003atheunts
payable to an Employeerfiais Employee Account and/or his Supplemental R&Pount
hereunder shall be payabke lump sum on the Employee's Payment Date edsrthe
Employee is a "grandfagdtrEmployee as described below, the Payment Datlélse as
soon as administrativelgigticable following the Employee's terminatioreafiployment with
the Company. HoweverFEanployee who is a participant in the Ingersoll-R&ampany
Elected Officers Supplema¢®rogram or the Ingersoll-Rand Company Key Mamagnt
Supplemental Program nileye deferral election under the Deferral Plateast one year in
advance of such terminatid employment to defer the payment of such lumnp sinder the
Deferral Plan.

(b) With respect to terminatiafemployment by reason of death, disability,regtient or
otherwise occurring orafter January 1, 2003 but before May 29, 2003efEmployee is a
"grandfathered" Employ#e Payment Date shall be the later of (a) the iusiness day of
the calendar year follogvthe date of the Employee's termination of empleyhwith the
Company, or (b) the fipstsiness day of the sixth calendar month followttng date of the
Employee's terminatioreafployment with the Company, unless such "grandfath'
Employee has a deferrat#bn under the Deferral Plan on file at least per in advance of
the Employee's terminatidremployment with the Company. A "grandfatherEdiployee is
an Employee who is a gaptint in the Ingersoll-Rand Company Elected Office
Supplemental Program er ltitgersoll-Rand Company Key Management Supplerhenta
Program and who terminaeployment with the Company prior to May 29, 2003.

(c) With respect to terminati@mfssmployment by reason of death, disability,restient or
otherwise occurring orafter May 29, 2003, the amounts payable to an Eyegldrom his
Employee Account and/ar 8upplemental RAP Account hereunder shall be payata
lump sum on the Employé&yment Date. The Payment Date for any Emplolget lse the
later of (a) the first nesss day of the calendar year following the déth® Employee's
termination of employmevith the Company, or (b) the first business daghefsixth calendar
month following the datietlee Employee's termination of employment with @@mpany,
unless such Employee paicipant in the Ingersoll-Rand Company Electdfic@rs
Supplemental Program er lthigersoll-Rand Company Key Management Supplerhenta
Program and such Empldiled a deferral election under the Deferral Plateast one year
in advance of such terrtioraof employment to defer the payment of suchguwsam under the
Deferral Plan.

(d) In the event a valid deféstction is made under the Deferral Plan, thedwsum amount that
would have otherwise bpagable under this Supplemental Savings Plan beatredited to
the Deferral Plan as sasradministratively practicable following the Emy#e's termination
of employment with the Guany.

(e) Any such payment not defémeder the Deferral Plan shall be made to the Bye@ or to his
beneficiary(ies) under tBispplemental Savings Plan if he is not then livifitne Employee's
beneficiary(ies) under tBispplemental Savings Plan shall be the benefigegyunder the
Qualified Savings Plan wsl¢he Employee designates another beneficianjiias)iting, and
such written designatiors baen received by the Committee. An Employee chayge the
designated beneficiary(i@sdler this Supplemental Savings Plan at any tiyeroviding such
designation in writing teetCommittee (as hereinafter defined).”

2. Section 4.3 of the Supplemental Savin is hereby amended in its entirety to reddlksvs:
"4.3 Form of Benefits.

(a) With respect to terminati@igmployment by reason of death, disability,restient or
otherwise occurring orafter January 1, 2003 but before May 29, 2003, fitsneayable
from an Employee's Empleyecount (other than a "grandfathered” Employée)lde in the
form of a cash lump-sunui&@do (i) the number of Common Stock Units crediite such
Employee's Employee Acdmsof the Payment Date, multiplied by (ii) therMdarket
Value of a Unit on the Regnt Date.

(b) With respect to terminatiafemployment by reason of death, disability regtient or
otherwise occurring onafter January 1, 2003 but before May 29, 2003, fitsneayable
from a "grandfathered" Hayee's Employee Account shall be in the form o&ah lump-sum
equal to (i) the numbeGafmmon Stock Units credited to such "grandfatheEsdployee's
Employee Account as of dlage of such "grandfathered" Employee's terminadio
employment, multiplied By the Fair Market Value of a Unit on the Valuati Date. The
amount payable pursuanhi® Section 4.3(b) shall accrue interest basethemate paid by
the money market investtragtion available under the Qualified Savings Riad that is
designated by the Comraitis the money market investment option that sipglly for



purposes of accruing ies¢runder this Section 4.3(b). Interest shall@Ecmtil the
Employee's Payment Date.

(c) With respect to terminati@mfssmployment by reason of death, disability,restient or
otherwise occurring orafter May 29, 2003, benefits payable from any E
Employee Account shallib¢he form of a cash lump-sum equal to (i) the benof Common
Stock Units credited tesiEmployee's Employee Account as of the date af &imployee's
termination of employmemtyltiplied by (ii) the Fair Market Value of a Uroh the Valuation
Date. The amount payghiesuant to this Section 4.3(c) shall accrue istelbased on the
rate paid by the money keéinvestment option available under the Qualifsavings Plan
and that is designatedisyCommittee as the money market investment optianshall apply
for purposes of accruinterest under this Section 4.3(c). Interest skaitue until the
Employee's Payment Date.

(d) Benefits payable from an Hogpe's Supplemental RAP Account shall be in thenfof a cash
lump-sum equal to the amtsicredited to such Employee's Supplemental RAGbAat as of
the Employee's PaymeneDat

3. Except as provided herein, the Supplgal Savings Plan shall remain in full force affect.
IN WITNESS WHEREOF , the Company has caused this amendment to betexidoyits duly authorized representative thi$day of June, 2003.

INGERSOLL-RAND COMPANY

By: /s/ Sharon Elliot
Sharon Elliot
Senior Vice President
Human Resources




Exhibit 10.24

FOURTH AMENDMENT
TO THE
INGERSOLL-RAND COMPANY
ELECTED OFFICERS SUPPLEMENTAL PROGRAM

WHEREAS, Ingersoll-Rand Company (the "Company") maintairsamended and restated Ingersoll-Rand Companyel€fficers Supplemental Program (the "Programfrtivide certain individuals
employed by the Company in addition to the bengfits/ided from other qualified and non-qualifiedm$ maintained by the Company; and

WHEREAS, the Company reserved the right to amend the Prograocordance with Section 8.1 of the Program; and
WHEREAS, the Company desires to amend the Program;

NOW, THEREFORE, the Program is hereby amended effective as of M&apQ@03 as follows:

1. Section 8.6 of the Program is herebyrated in its entirety to read as follows:

"8.6  Entire Agreement; Successors

The Program, including any subsequesdigpted amendments, shall constitute the enthexeagent or
contract between the Company and anpl&yee regarding the Program. There are no coisnan
promises, agreements, conditions oetstdndings, either oral or written, between thenffany and
any Employee regarding the provisiohthe Program, other than those set forth herein.
Notwithstanding the previous senteteéhe extent any written agreement between thefaomand
an Employee modifies the provisionshef Program with respect to the Employee, sucheageat shall
be deemed to modify the provisionshef Program but only to the extent such agreemegpsoved
by the Committee. The Program andamgndment hereof shall be binding on the Compadytten
Employees and their respective heitmiaistrators, trustees, successors and assigrsding but not
limited to, any successors of the Comypay merger, consolidation or otherwise by operatf law,
and on all designated beneficiariethefEmployee."

2. Except as provided herein, the Program shailkie in full force and effect.
IN WITNESS WHEREOF , the Company has caused this amendment to betexidoyits duly authorized representative thi&day of June, 2003.

INGERSOLL-RAND COMPANY

By: /s/ Sharon Elliot
Sharon Elliot
Senior Vice President
Human Resources



SECOND AMENDMENT

TO THE

IR EXECUTIVE DEFERRED COMPENSATION PLAN

Exhibit 10.27

WHEREAS, Ingersoll-Rand Company, a New Jersey corporatidapted the IR Executive Deferred Compensation Rlan"Plan") which was originally effective on Jamy 1, 1997; and

WHEREAS, Ingersoll-Rand Company reserved the right at amg tand from time to time to amend the Plan in ataoce with Section 9.1 of the Plan; and

WHEREAS, the Plan has been amended and restated most yee#attive January 1, 2001; and

WHEREAS, Ingersoll-Rand Company desires to amend the Plamale certain changes regarding investment and @atgnn IR Stock and to permit certain deferralgisfributions from other non-
qualified plans;

NOW, THEREFORE, the Plan is hereby amended as set forth below:

1.

6.

Effective January 1, 2004, Section 2 Adeeby amended to read as follows:

"2.1 "Account Balance'means, for each Plan Year, a credit on the reaafrttee Company
equal to the sum of the value of a Bgmint's Deferral Account, Supplemental Contributhccount,
Discretionary Company Contribution Acoband IR Stock Account for such Plan Year. ThedAmt
Balance shall be a bookkeeping entry anid shall be utilized solely as a device forrtreEasurement
and determination of the amounts to did p cash to a Participant, or to the Particifsatiésignated
Beneficiary, pursuant to the Plan.”

Effective May 29, 2003, Section 2.11 isetiy amended to read as follows:

"2.11 "Deferral Amount”means the amount of a Participant's Cash Incefrapensation
Award, Base Salary and Dividends on S@8cints actually deferred under the Plan by theidhaant
pursuant to Section 4 for any one PlanrY &fective May 29, 2003, Deferral Amount shdamean,
with respect to a Participant who partétgs in the Ingersoll-Rand Company Elected Officers
Supplemental Program or the Ingersoll-R@nchpany Supplemental Key Management Plan, the amou
that would be payable to the Participardar the Ingersoll-Rand Company Supplemental Engaoy
Savings Plan and/or the Ingersoll-Rand gamy Supplemental Pension Plan but for the Paaiitip
deferral under Section 4 of the Plan dredapplicable provisions of the Ingersoll-Rand Camp
Supplemental Employee Savings Plan arti®ingersoll-Rand Company SupplementalPension'Plan

Effective January 1, 2004, Section 22tidreby amended to read as follows:

"2.21 "Investment Option Subaccounts" means the separate subaccounts, each of which
corresponds to an investment option etkbly the Participant or, as provided in Secti@régarding
Discretionary Company Contributions, Administrative Committee, with respect to a Papiigit's
Deferral Accounts, Supplemental ContiitautAccounts, and/or Discretionary Company Contiiiu
Accounts, as applicable.”

Effective January 1, 2004, Section 22Bdreby amended to read as follows:

"2.29 "Supplemental Contribution" means an additional amount to be credited to a
Participant's Supplemental Contributkmtount equal to twenty percent (20%) of the Pggdiot's
Cash Incentive Compensation Award anseB2alary that is deferred under Section 6.1 oPtha for
a Plan Year by the Participant andtishe time of making the deferral election, deerntebe invested
in the Participant's IR Stock AccouBupplemental Contributions shall be available aedited only
to Participants whose job category iatks specified ownership guidelines as determiyetid
Compensation Committee in its sole admgbhute discretion."”

Effective January 1, 2004, Section 4 Reseby amended to add the following paragraphecehd
thereof:

"Subject to Section 6.2, in making thsigeations pursuant to this Section, the Partidipaay specify
that all or any vested portion of thetRgrant's Supplemental Contribution Account berded to be
invested, in whole percentage incrementsne or more of the types of investment optiprevided
under the Plan as communicated from tiortéme by the Administrative Committee. A Pamiant may
change the designation made under thad®ewith respect to amounts credited to the \@kptartion of
the Participant's Supplemental Contritruthccount by filing an Election Form no later thtae time
specified by the Administrative Committeeits sole and absolute discretion, to be eifecas of the
first business day of the following matith

Effective May 29, 2003, Section 5.3 isdiy amended to read as follows:

"5.3 Discretionary Contributions . A Participant shall vest in his or her Discratioy
Company Contribution Account on the ieatlof: (i) the date determined by the Administrait
Committee; (ii) the date of the Partamps Disability; (iii) the date of the Participandleath; (iv) a
Change in Control or (v) a terminatidrthe Plan pursuant to Section 9.2. Effective N8y 2003,
notwithstanding the above, to the extenagreement between the Company and the Panticipa
contains provisions governing vestinghwegards to a Discretionary Company Contributitade on
behalf of the Participant, the termswa¢h agreement shall apply.”

Effective January 1, 2004, Section 6.Rdseby amended to read as follows:

"6.2 Supplemental Contribution Accounts. The Administrative Committee shall establish and

maintain a separate Supplemental Cartidh Account for each Plan Year for each Partictpeho
receives a Supplemental Contributionsfach Plan Year. All Supplemental Contributionalsbe
credited to the Participant's Supplemle@bntribution Account on the same date that thi¢ipant's
Deferral Amount applicable to Base Satara Cash Incentive Compensation Award for whiah
Supplemental Contribution is being mederedited to the Participant's Deferral Accountspiant to
Section 6.1. All of a Participant's lgmental Contributions shall be deemed to be ileebm, and
shall remain deemed to be investedRriStock in the Participant's Supplemental ContiilsuAccount
until the Participant completes an H@tform to the effect that all or a portion of fharticipant's
vested Supplemental Contribution Accowititbe deemed to be invested in one or more ef th
investment options under the Investn@piion Subaccounts or until such amounts are Higed in



cash from the Plan.

All Supplemental Contributions shall ially be credited to a Participant's Supplementaht@bution
Account in units or fractional units & Btock. The value of each unit shall be deterthizwch business
day and shall equal the closing priceroé share of IR Stock on the New York Stock Excleang
Composite Tape. On each date that Soppiéal Contributions are credited to a Particigant’
Supplemental Contribution Account, thenier of units to be credited shall be determinedibiging

the number of units by the value of & onisuch date.

Dividends paid on IR Stock shall be retibekin a Participant's Supplemental Contributiom@mnt by the
crediting of additional units or fractidnenits. Such additional units or fractional urstsall equal the value
of the dividends based upon the closirigepof one share of IR Stock on the New York Stock
Exchange-Composite Tape on the date sivatedds are paid.

To the extent a Participant completes attitin Form to make a deemed investment in oneooe rof
the investment options under the Investn@gtton Subaccounts, a Participant's vested Supgitah
Contribution Account shall be credited aléofws:

(a) On the day a Participant makdeemed investment election in one of the Investr@gtion
Subaccounts, the AdministratB@nmittee shall credit the Investment Option Sgbaats of the
Participant's Supplemental @bntion Account with an amount in accordance wiite
Participant's Election Formattks, the portion of the Participant's Supplemle@tntribution
Account that the Participans letected to be deemed to be invested in a cdyaénof
investment option shall be @edito the Investment Option Subaccount correspanib that
investment option.

(b) Each business day, each Invest®@etion Subaccount of a Participant's Supplemental
Contribution Account shall bgueded for earnings or losses in an amount equiilaibdetermined
by multiplying the balance cttedito such Investment Option Subaccount as oftiee day plus
contributions credited that dayhe Investment Option Subaccount by the Retorithfe
corresponding investment option.

8. Effective May, 29, 2003, Section &dereby amended to add the following paragrapiea¢nd
thereof:

"Effective May 29, 2003, to the extantagreement between the Company and the Participa
contains provisions governing the deénmvestment of Discretionary Company Contributioade on
behalf of the Participant, the deenme@stment provisions of such agreement shall apply

9. Effective January 1, 2004, Sectioni§ Hereby amended to add the following paragragheeend
thereof.

"Notwithstanding the above, a Particip@ay elect to invest all or part of his IR Stdatcount in one
or more of the available Investmenti@pSubaccounts under the Participant's Defercaiofints, as
set forth in Sections 4.2 and 6.1,/anBiscretionary Company Contribution Accountsas forth in
Sections 4.2 and 6.3, as applicabledgpleting the appropriate Election Form as desigghby the
Administrator.”

10. Section 7.6 is hereby amended to reddllasvs:

"7.6 Form of Payments. All amounts in a Participant's Deferral Accousipplemental
Contribution Account, Discretionary Cpamy Contribution Account and IR Stock Account and
payable to a Participant or Beneficiangler the Plan shall be paid in cash.

All distributions from the Plan thaeao be paid in a specified number of annual ifmtits shall be
paid so that the amount of each animsghliment is determined by dividing the total @@ning number
of units in the Participant's Accoural&nce to be paid in annual installments, by thalmer of years of

annual installments remaining."
11. Effective May 29, 2003, Section 7 is lgramended to add a new Section 7.8 as follows:

"7.8 Distribution Provisions Effective May 29, 2003, to the extent an agredrbetween

the Company and a Participant contpinsisions governing the form and/or timing of atdbution of
a Discretionary Company Contributiond@a@n behalf of the Participant, the distributiosoyisions of
such agreement shall apply. Exceprrasgided in an agreement between the Company and th
Participant, the form and/or timingaoDiscretionary Company Contribution shall be deieed by the
Administrative Committee in its sole aatgsolute discretion.”

12. Except as specifically set forth heralhpther terms of the Plan shall remain in fullde and effect and
are hereby ratified in all respects.

IN WITNESS WHEREOF , the Company has caused this amendment to beteeayits duly authorized representative on tHi§'Bay of February, 2004.

INGERSOLL-RAND COMPANY

By: /s/ Sharon Elliot
Sharon Elliot
Senior Vice President
Human Resources



INGERSOLL -RAND COMPANY LIMITED
COMPUTATIONS OF RATIOS OF EARNINGS TO FIXED CHARGES

(Dollar Amounts in Millions)

Exhibit 12

Years Ended December 31

Fixed charges:
Interest expens
Amortization of debt discount and expel
Rentals (on-third of rentals’
Capitalized interes
Equity-linked security charge

Total fixed charges

Earnings from continuing operations before cumulatve
effect of change in accounting principle
Add: Minority income of majorit-
owned subsidiarie
Taxes on income from continuing operatit
Fixed charge
Less: Capitalized interes
Undistributed earnings (losses) frc
less than 50% owned affiliat

Earnings available for fixed charges

Ratio of earnings to fixed charge:

Undistributed earnings (losses) from les
than 50% owned affiliates:
Equity in earnings (losse
Less Amounts Distributec

Undistributed earnings (losses) fr(
less than 50% owned affiliat

All amounts have been restated to reflect a reifieestion of discontinued operatio

2003 2002 2001 2000 1999
$176.5 $230.3 $249.7 $251.7 $182.5
2.9 7.3 7.4 6.1 6.7
26.0 27.3 33.6 25.6 22.8
3.1 2.8 3.2 3.6 3.0
0.0 0.0 8.3 25.6 25.6
$208.5 $267.7 $302.2 $312.6 $240.6
$593.5 $365.6 $180.0 $433.7 $456.6
15.0 14.5 20.7 39.8 29.1
94.2 17.5 (50.0; 223.8 236.5
208.5 267.7 302.2 312.6 240.6
3.1 2.8 3.2 3.6 3.0
2.1 0.1) 0.2 0.1 0.5
$910.2 $662.6 $449.5 $1,006.2 $960.3
437 2.48 1.49 3.22 3.99
($1.8 $0.6 $0.9 $1.0 $0.2
0.3 0.7 0.7 0.9 0.7
$2.1 ($0.1 $0.2 $0.1 ($0.5,



Consolidated Statement of Incomt
In millions, except per share amounts

For the years ended December 31, 2003 2002 2001
Net revenue $9,876.2 $8,891.C $8,542.C
Cost of goods sold 7,471.C 6,786.€ 6,694.5
Selling and administrative expenses 1,538.2 1,423.¢ 1,354.4
Restructuring (reversals) charges 3.2 41.¢ 73.7
Operating income 870.1 638.€ 419.4
Interest expense (176.5 (230.3 (249.3
Other income (expense), net 9.2 (10.8 (19.4
Minority interests (15.1 (14.4 (20.7
Earnings before income taxes 687.7 383.1 130.C
Provision (benefit) for income taxes 94.2 17.t (50.0
Earnings from continuing operations 593.t 365.€ 180.C
Discontinued operations, net of tax 51.C 95.¢ 66.2
Earnings before cumulative effect of
change in accounting principle 644.5 461.C 246.2
Cumulative effect of change in
accounting principle, net of tax (634.5 -
Net earnings (loss $ 644.L $ (1735 $ 246.2
Basic earnings (loss) per common sh
Earnings from continuing operations $ 3.47 $ 2.16 $1.09
Discontinued operations, net of tax 0.30 0.57 0.40
Earnings before cumulative effect
of change in accounting principle 3.77 2.73 1.49
Cumulative effect of change in
accounting principle, net of tax - (3.76 -
Net earnings (loss $ 3.77 $(1.03 $1.49
Diluted earnings (loss) per common share:
Earnings from continuing operations $ 3.44 $ 2.15 $1.08
Discontinued operations, net of tax 0.30 0.56 0.40
Earnings before cumulative effect
of change in accounting principle 3.74 2.71 1.48
Cumulative effect of change in
accounting principle, net of tax - (3.73 -
Net earnings (loss $ 3.74 $(1.02 $1.48
See accompanying Notes to Consolidated Financial Statements.
Consolidated Balance Shee
In millions, except share amounts
December 31, 2003 2002
ASSETS
Current assets:
Cash and cash equivalents 457.7 $ 342:
Marketable securities 1.¢ 1.¢
Accounts and notes receivable, less allowance of
$72.8 in 2003 and $69.2 in 2002 1,712.¢ 1,392.¢
Inventories 1,009.1 1,181.2
Prepaid expenses and deferred income taxes 357.1 379.2
Assets held for sale - 820.¢
Total current assets 3,538.€ 4,118.1



Property, plant and equipment, net 1,213.1 1,276.<
Goodwill 4,188.( 4,004.(
Intangible assets, net 882.¢ 890.¢
Other assets 842.: 520.:
Total assets $10,664.¢ $ 10,809.¢
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable $ 738¢ $ T724:¢
Accrued expenses and other current liabilities 1,513. 1,614.¢
Loans payable 800.7 1,155.5
Liabilities held for sale - 303.¢
Total current liabilities 3,053.( 3,798.1
Long-term debt 1,518.¢ 2,092.1
Postemployment and other benefit liabilities 1,127.¢ 1,123.t
Minority interests 120.¢ 115.1
Other noncurrent liabilities 351.2 202.¢
Total liabilities 6,171.€ 7,331.¢
Shareholders' equity:
Class A common shares (174,453,838 and 169,228,73
shares issued in 2003 and 2002, respectively) 174t 169.2
Capital in excess of par value 610.€ 364.7
Retained earnings 3,978.% 3,457.¢
Accumulated other comprehensive loss (270.5 (513.1
Total shareholders' equity 4,493.c 3,478.2
Total liabilities and shareholders' equity $ 10,664.¢ $ 10,809.€

See accompanying Notes to Consolidated Financial Satements.

Consolidated Statement of Shareholders' Equit

In millions
Accumulated
Total Common stock Cap'}‘:: other
shareholder excess ¢ Retainer Unallocater Treasur comprehensiv. Comprehensiy
equity Amount Share parvalur earning LESOP stock loss income
Balance at December 31, 2000 $3,481.%343.1 1715 $258.8 $3,612.7 $ (1.8) $@471.0 $ (260.6)
Net earning: 246.2 246.2 $ 246.2
Foreign currency translation (45.9) (45.9) (45.9)
Change in fair value of derivatives qualifying
as cash flow hedges, net of tax of $(0.8) 1.5 15 15
Reclassification to realized on marketable
securities, net of tax of $8.8 (16.4) (16.4) (16.4)
Total comprehensive income $ 185.4
Acquisition of business 15.3 15.2
Shares issued under stock and incentive plans 15.3 0.6 0.4 14.7
Allocation of LESOP shares 25 0.7 18
Purchase of treasury shares (72.5) (72,5
Stock issued related to equity-linked securities 402.5 16.7 8.3 385.8
Treasury shares cancellation - (244 (122 (503.8 528.2
Common shares conversion - (168.0 168.0
Cash dividends (113.1) (113.1
Balance at December 31, 2001 3,916.6 168.0 168.0 324.2 3,745. - - (321.4)
Net loss (173.5) (173.5 $(173.5)
Foreign currency translation 124.3 124.3 124.3
Change in fair value of derivatives qualifying
as cash flow hedges, net of tax of $0.2 1.2 1.2 1.2



Minimum pension liability adjustment, net of tax of

$175.3 (317.2) (317.2) (317.2)
Total comprehensive loss $(365.2)
Shares issued under incentive stock plans 41.7 12 1.2 40.5
Cash dividends (114.9) (114.9
Balance at December 31, 2002 3,478.2 169.2 169.2 364.7 3,457.4 - - (513.1)
Net earning: 644.5 644.5 $ 644.5
Foreign currency translation 302.9 302.9 302.9
Change in fair value of derivatives qualifying
as cash flow hedges, net of tax of $3.2 8.1 (18.1) (18.1)
Minimum pension liability adjustment, net of tax of (42.2) (42.2) (42.2)
$24.4
Total comprehensive income $ 887.1
Shares issued under incentive stock plans 1.225 5.3 5.3 245.9
Cash dividends (123.2) (123.2
Balance at December 31, 2003 $4,493.33174.5 1745 $610.6 $3,978.7 $ - $ - $(270.5)
See accompanying Notes to Consolidated Financial Statements .
Consolidated Statement of Cash Flow
Inmillions
For the years ended December 31, 2003 2002 2001
Cash flows from operating activities:
Earnings from continuing operations before curtingaeffect
of change in accounting principle $593.5 $ 365.6 $ 180.C
Adjustments to arrive at net cash provided byrajieg activities:
Restructure of operations 3.2 41.9 73.7
Depreciation and amortization 194.0 205.3 316.1
(Gain) loss on sale of property, plant and pongnt (6.6 (0.6 1.2
Minority interests, net of dividends 4.7 5.3 (2.8
Equity losses (earnings), net of dividends 0.2 (0.6 (0.6
Deferred income taxes (20.8 69.4 (28.9
Other items (25.7 0.6 8.2
Changes in other assets and liabilities
(Increase) decrease in:
Accounts and notes receivable (294.4 27.1 236.¢
Inventories 199.2 3.9 (31.9
Other current and noncurrent assets (82.4 (84.5 (143.1
Increase (decrease) in:
Accounts payable and accruals (30.9 (9.6 27.3
Other current and noncurrent liabilities (286.4 (30.5 (1111
Net cash provided by operating activities 241.2 593.3 525.C
Cash flows from investing activities:
Capital expenditures (207.9 (122.5 (157.2
Proceeds from sale of property, plant and equippme 46.7 44.2 37.8
Investments and acquisitions, net of cash (21.3 (112.7 (158.3
Proceeds from business dispositions 751.4 - 17.&
Proceeds from sales and maturities of marketdarities 147.6 5.5 97.2
Cash (invested in) provided by or advances (whfequity companies 1.3 (2.1 11.7
Net cash provided by (used in) investuogvities 815.2 (187.6 (151.3
Cash flows from financing activities:
Decrease in short-term borrowings (146.2 (151.1 (1,026.1
Proceeds from long-term debt - 27.4 1,493.¢
Payments of long-term debt (793.6 (94.2 (681.8
Net change in debt (939.8 (217.9 (214.1
Proceeds from exercise of stock options 211.1 36.8 9.7
Dividends paid (123.2 (114.9 (113.1
Purchase of treasury shares - - (72,5
Net cash used in financing activities (851.9 (296.0 (390.0
Net cash (used in) provided by discontinued operatns (93.1 115.6 38.8



Effect of exchange rate changes on cash and castuemlents 4.1 2.9 (5.5

Net increase in cash and cash equival 115.5 228.2 17.C
Cash and cash equivalents - beginning of period 342.2 114.0 97.C
Cash and cash equivalents - end of period $457.7 $342.2 $ 114.C

Cash paid during the year for:
Interest, net of amounts capitalized $197.2 $231.3 $ 288.2
Income taxes, net of refunds 77.4 0.9 153.2

See accompanying Notes to Consolidated Financial Satements.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A summary of significant accounting policies usedhe preparation of the accompanying financigkstents follows:

Basis of Presentation: The consolidated financial statements of IngerRalird Company Limited, a Bermuda company (IR-Limitethe Company), have been prepared in accordaitcgenerally
accepted accounting principles in the United Stdied imited is the successor to Ingersoll-Rand @amy, a New Jersey corporation (IR-New Jerseylpiohg a corporate reorganization (the
reorganization) that became effective on DecembeRB01. The reorganization was accomplished tifr@umerger of a newly-formed merger subsidiary IR-New Jersey. IR-New Jersey, the surviving
company, continues to exist as an indirect, whollyned subsidiary of IR-Limited. IR-Limited and &absidiaries continue to conduct the businessasqursly conducted by IR-New Jersey and its
subsidiaries. The reorganization has been accddioteas a reorganization of entities under commmmtrol and accordingly it did not result in anyaclges to the consolidated amounts of assets,jtiedil
and shareholders' equity.

Use of Estimates:In conformity with generally accepted accountinmgiples, management has used estimates and assomiitat affect the reported amounts of assetsilities, revenues and expenses,
and the disclosure of contingent assets and liagsli Significant estimates include accountingdoubtful accounts, depreciation and amortizatioventory reserves, valuation of assets includiogdyvill
and other intangible assets, product warrantidss sdlowances, taxes, environmental, asbestoduptdiability and other contingencies. Actualults could differ from those estimates.

Principles of Consolidation: The consolidated financial statements includevablly owned and majority-owned subsidiaries.efobmpany transactions and balances have beematedi Partially
owned equity affiliates are accounted for underaeity method.

Reclassifications: Reclassifications were made to prigar amounts to conform with the 2003 presentatifime accompanying consolidated financial statemegstate the previously presented amour
report the Company's Waterjet business unit andlaai business unit as discontinued operations &ee 3).

Cash Equivalents: The Company considers all highly liquid investnseebnsisting primarily of time deposits and comei@mpaper with maturities of three months or le$®n purchased, to be cash
equivalents. Cash equivalents were $240.2 miliod $141.4 million at December 31, 2003 and 20&shectively.

Inventories: Inventories are stated at cost, which is noticess of market. Most U.S. manufactured invenspescluding the Climate Control and Dresser-Raegh&nts, are valued using the last-in,
first-out (LIFO) method. All other inventories aralued using the first-in, first-out (FIFO) method

Property, Plant and Equipment: Property, plant and equipment are stated at lesst,accumulated depreciation. The Company jatigi uses accelerated depreciation methods fatagtaced in
service prior to December 31, 1994. Assets acduiubsequent to that date are depreciated usirgjréight-line method over their estimated usefidd. At December 31, 2003 and 2002, gross ladd an
buildings totaled $626.6 million and $620.4 milliaespectively, while gross machinery and equipnietaied $1,499.8 million and $1,482.4 million, pestively. Accumulated depreciation at December
31, 2003 and 2002 was $913.3 million and $826.%anil respectively.

Intangible Assets: Effective January 1, 2002, the Company adoptedStant of Financial Accounting Standard (SFAS) Ni2,27’Goodwill and Other Intangible Assets." Untleg provisions of this
standard, goodwill and intangible assets deeméaye indefinite lives are no longer subject to aimation, but rather are tested for impairmenteast annually. All other intangible assets aregto
amortized over their estimated useful lives.

The carrying value of goodwill and other intanggbis reviewed if the facts and circumstances, susch significant decline in sales, earnings or dasvs or material adverse changes in the busioksste,
suggest that it may be impaired. If this revieditates that goodwill will not be recoverable atedmined based on the estimated discounted casfs 4 the reporting unit, impairment is measured by
comparing the carrying value of goodwill to failwe. Fair value is determined based on quoted etaues, discounted cash flows or appraisals.

Income Taxes: Deferred taxes are provided on temporary diffeesrbetween assets and liabilities for financipbréng and tax purposes as measured by enactedttsxexpected to apply when
temporary differences are settled or realized.auation allowance is established for deferredassets for which realization is not likely.

Product Warranties: Warranty accruals are recorded at the time of adeare estimated based upon product warranty tmch$istorical experience. Warranty accrualsadiasted for known or
anticipated warranty claims as new information Inees available.

Environmental Costs: Environmental expenditures relating to currergragions are expensed or capitalized as appropriatpenditures relating to existing conditionssediby past operations, which do
not contribute to current or future revenues, apeased. Costs to prepare environmental site atiahs and feasibility studies are accrued wherCibvpany commits to perform them. Liabilities for
remediation costs are recorded when they are plelaailol reasonably estimable, generally no later tha completion of feasibility studies or the C@np's commitment to a plan of action. The assessmen
of this liability, which is calculated based onstikig technology, does not reflect any offset fosgible recoveries from insurance companies, andtigiscounted.

Revenue RecognitionRevenue is generally recognized and earned whet ik following criteria are satisfied: (a) pesisive evidence of a sales arrangement existsri@® is fixed or determinable; and
(c) collectiblity is reasonably assured and delMeais occurred or service has been rendered. sRgstient deliverables (such as customer acceptaa@gng or installation) are recognized in revernly
when the buyer becomes obligated to pay.

Research and Development Costs:Research and development expenditures, inclugliadifying engineering costs, are expensed whemriad and amounted to $203.9 million in 2003, $398illion in
2002, and $188.4 million in 2001.

Comprehensive IncomeComprehensive income (loss) includes net incomes)|doreign currency translation adjustments, arn®relating to cash flow hedges, additional mimmpension liability
adjustments, and unrealized holding gains and $ossemarketable securities. In 2003, accumulatedratomprehensive loss decreased by $242.6 millldris decrease was attributable to foreign cugrenc
translation adjustments of $302.9 million, offsgtebminimum pension liability adjustment, net of,taf $42.2 million, and amounts relating to calsiwvfhedges, net of tax, of $18.1 million.

Foreign Currency: Assets and liabilities of non-U.S. entities, wh#re local currency is the functional currencyehbeen translated at year-end exchange ratesnesme and expenses have been
translated using average-for-the-year exchange.ratdjustments resulting from translation haverbexorded in accumulated other comprehensive iecamd are included in net earnings only upon sale
or liquidation of the underlying foreign investment

For nonY.S. entities where the U.S. dollar is the funagiocurrency, inventory and property balances afated income statement accounts have been tratislateg historical exchange rates, and resu
gains and losses have been credited or chargest amings.

Net foreign currency transaction losses recordé®iher income (expense), net" were, $10.7 millhl.7 million and $3.2 million in 2003, 2002 ar@D2, respectively



Earnings Per Share:Basic earnings per share is based on the weighted@e number of Class A common shares outstanddilgted earnings per share is based on the weigaverage number of Class
A common shares outstanding as well as potentililllifive common shares, which in the Company's aadede shares issuable under stock benefit pldihe weighted-average number of Class A
common shares outstanding for basic earnings @ee sfalculations were 171.1 million, 168.9 milliamd 165.1 million for 2003, 2002 and 2001, respetfi For diluted earnings per share purposesgthes
balances increased by 1.3 million, 1.3 million dn2 million shares for 2003, 2002 and 2001, respelgt At December 31, 2003, 2002 and 2001, 1.8ionj 5.7 million and 5.6 million shares,
respectively, were excluded because the effectavbelanti-dilutive.

Stock-based Compensation:Under the Company's Incentive Stock Plans, apprav&890, 1995, and 1998, key employees have besriagl options to purchase Class A common shares.Company
continues to account for these plans under thegreétton and measurement principles of APB No. Z&cbunting for Stock Issued to Employees.” Accoglly, no compensation expense is recognized for
employee stock options since options granted gpeics not less than fair market value at the daggant. The plans also authorize stock apptieciaights (SARs) and stock awards, which result i
compensation expense. Additionally, the Companintags a shareholder-approved Management IncebtnieAward Plan, which results in compensationenge. All plans are described more fully in
Note 11.

The following table is presented in accordance \B#AS No. 148, "Accounting for Stock-Based Compéasa Transition and Disclosure" and illustratke effect on net income and earnings per share if
the Company had applied the fair value recognigimvisions of SFAS No. 123, "Accounting for Stocks®d Compensation," to stock-based employee comtiams

For the years ended December 31,

In millions, except per share amounts 200z 2002 2001
Net earnings (loss), as repor $ 644.! $(173.5 $246.2
Add: Stock-based employee compensation expense

included in reported net income, net of tax 34.4 4.8 5.5

Deduct: Total stock-based employee compensation
expense determined under fair value based mMetho
for all awards, net of tax 60.5 32.7 36.0

Pro forma net earnings (loss) $ 618.4 $(201.4 $215.7

Basic earnings (loss) per share:
As reported $ 3.77 $ (1.03 $ 149
Pro forma 3.61 (1.19 1.31

Diluted earnings (loss) per share:
As reported $ 3.74 $ (1.02 $ 1.48
Pro forma 3.5¢ (1.19 1.29

New Accounting Standards:In January 2003, FASB Interpretation No.46 (FIN,4€onsolidation of Variable Interest Entities" wiasued. FIN 46 provides guidance on consolidatengable interest
entities and applies immediately to variable indesereated after January 31, 2003. In Decemt@8,28e Financial Accounting Standards Board detkthe effective date of FIN 46 for all variabléeirest
entities to the first reporting period ending aftgrch 15, 2004. The interpretation requires \eidnterest entities to be consolidated if theigguvestment at risk is not sufficient to perrait entity to
finance its activities without support from otharpes or the equity investors lack certain spediftharacteristics. The Company is reviewing FéNaldetermine its impact, if any, on future repat
periods, and does not anticipate any material atgoyior disclosure requirements under the prouisiof the interpretation.

In May 2003, the Financial Accounting Standardsf8q&ASB) issued SFAS No. 150, "Accounting for @értFinancial Instruments with Characteristics oftbLiabilities and Equity.” SFAS No. 150
provides guidance for companies that issue findints&ruments that have characteristics of bothiliées and equity to determine if the instrumshbuld be classified as a liability or equity forancial
instruments entered into or modified after May 3003. The adoption of SFAS No. 150 did not hawveagerial effect on the Company's consolidated firerposition or results of operations.

In December 2003, the Securities and Exchange Cssioni issued Staff Accounting Bulletin No. 104 (SA®4), Revenue Recognition. SAB 104 supercedes BB Revenue Recognition in Financial
Statements to include the guidance from Emergisgds Task Force EITF 00-21, "Accounting for ReveArrangements with Multiple Deliverables.” The atop of SAB 104 did not have a material
effect on the Company's consolidated financial gomsior results of operations.

In December 2003, the FASB issued SFAS No. 1324eeM2003), "Employers' Disclosures about PensamalsOther Postretirement Benefits." The standegdires that companies provide more details
about their plan assets, benefit obligations, ¢sts, benefit costs and other relevant informatidine guidance is effective for fiscal years egdifter December 15, 2003, and for quarters beggnafter
December 15, 2003. The Company has fully adogtiscstandard for the year ended December 31, 2003.

In January 2004, the FASB released FASB Staff Posio. 106-1 entitled, Accounting and DisclosuregBirements Related to the Medicare PrescriptiargPimprovement and Modernization Act of
2003. The current accounting rules require a compauconsider current changes in applicable lawsmwieasuring its postretirement benefit costs andraulated postretirement benefit obligations. The
Company has begun to analyze its possible consegsemd to determine the impact of this legislatiorits postretirement benefit plans. The Commamgasurement date for the postretirement benefit
plans is November 30 and therefore the net peripdatretirement benefit costs for the period thalides the Act's effective date would be the fitsarter of 2004.

NOTE 2 - RESTRUCTURING PROGRAM

During the third quarter of 2000, the Company comeeel a $325 million restructuring program, whictlimied plant rationalizations, organizational rgaihents consistent with the Company's new
market-based structure and the consolidation df-ofice processes. During the fourth quarter @2, the Company commenced a second restructuragggm for an additional $150 million to further
reduce the general and administrative expensessatite Company. These programs include certais tust are identified in SAB 100 and EITF 94-3estructuring, as well as other related costsdbat
not meet the criteria to be classified as restmirgu Nonrecurring costs associated with thesiities not qualifying as restructuring are refefte as "productivity investments" and were chargetCost
of sales" and "Selling and administrative expenssshcurred. Minimal remaining restructuring lidies are expected to be paid by the second quaft2004. The Company has realized lower casts a
improved customer service in all segments as dtrekthese actions. The Company manages the 200@@01 programs as a single restructuring progoaating $475 million. Therefore, all comments
regarding restructure activity refer to both pregsacombined.

The total employee terminations related to theruestring program were approximately 5,000. Thesminations impacted both the salaried and hoemiployee groups. The Company closed 20
manufacturing facilities in connection with thetresturing programs.

Management teams that were directly involved withriequired actions developed the estimated costsath project within each segment and the Cotp@anter. The costs relating to restructure @sarg
include employee termination costs such as severaxtended medical costs, pension liabilities, @anglacement costs; and facility exit costs suglease exit costs and equipment write-offs. Seves
costs are generally paid on a monthly basis oveséverance period granted to each employee dummsum. Severance costs are based mainly as géaervice and current salary. Employee
termination costs also include outplacement cedgtich are paid in accordance with normal paymembse Facility exit costs consist primarily of leagrmination costs and are generally recorded upon
exiting the facility.

A reconciliation of the restructuring reserve floe Phase | and Phase Il programs is as follows:

Employee
termination Facility
In millions costs exit costs Total



Balance at December 31, 2002 $20.1 $6.2 $26.3

Cash payments 14.3 (2.6 (16.9
Change in estimate 1.8 1.4 3.2
Nonr-cash write-offs - (0.6, (0.6
Balance at December 31, 2003 $ 4.0 $1.6 $ 5.6

Climate Control

This Segment has undergone significant restrugudire to the acquisition of Hussmann Internatioimal, (Hussmann) in 2000. During 2000, Thermo Kaxgerienced a reduction in volume due to a
severe recession in the North America truck aritetrenarkets. In order to improve production dffitcies and decrease operating costs, certain metouing facilities were closed. In conjunctiortiwihe
Hussmann acquisition, it was necessary to addnese issues to achieve the synergies identifida identified actions were as follows:

- Close five manufacturing locations: U&), Europe (2) and Latin America (1).
- Outsource the manufacturing of certaimponents used in products.
- Terminate 1,419 employees.

As of December 31, 2002, all five specified mantifeing locations were closed. As of December 3D, all identified employees were terminated.

A reconciliation of the restructuring reserve floe Phase Il program is as follows:

Employet
terminatior Facility
costt exit cost: Total
In millions Phase | Phase | Phase |
Balance at December 31, 2002 $ 22 $ 27 $4.9
Cash payments 1.4 a1 2.5
Change in estimate (0.6 (0.2 0.8
Balance at December 31, 2003 $ 0.2 $ 14 $1.6

A reversal of a portion of the provision for empéeytermination costs was made in 2003, due toiimgutower than anticipated costs. Actual costsenlewer due to certain employees' decisions tedea
prior to their scheduled termination date.

The provision remaining at December 31, 2003, esl& a project involving the outsourcing of certedmponents used in the manufacturing of oneefBStgment's products. As the transition to the
outsourcing company began, various quality issua® wlentified, which resulted in a delay in trensition. The Segment has resolved these issulearditipates that the transition will be compleltgd
the end of the second quarter of 2004.

Air and Productivity Solutions

This Segment's operations were examined and idegsmined that the consolidation of manufactulimgtions and the reduction of selling and admiatste (S&A) expenses were essential to meet
strategic objectives. To achieve a lower costcsting, an Eastern European manufacturing plantopased enabling the Segment to compete on a géoshl. The severe recession in the worldwide
industrial markets necessitated employee terminatio align the cost structure with the volume lev€he identified actions were as follows:

- Close eight manufacturing locations: U4, Asia Pacific (3) and Europe (1).
- Terminate 1,408 employees.

As of December 31, 2002, all the specified manui#ty locations were closed. The minimal numbeemployees remaining as of December 31, 2003 beilerminated in the first quarter of 2004.
A reconciliation of the restructuring reserve floe Phase | and Phase Il programs is as follows:

Employee
termination costs

In millions Phase Phase |
Balance at December 31, 2002 $0.6 $2.6
Cash payments (0.6 2.5
Change in estimate - 0.2
Balance at December 31, 2003 $ - $0.3

The provision remaining at December 31, 2003, eslé&t final severance payments, which are expeotbd paid in the first quarter of 2004.

Dresser-Rand
This Segment's operations and S&A expense struatere examined, and it was determined that theatemuof S&A expenses, as well as the consolidatibits sales regions was essential to meet sit
objectives. The identified actions were as follows

- Organizational realignment - five regsgaeduced to three.
- Terminate 388 employees.
- Close or consolidate several non-martufag locations.

As of December 31, 2002, the organizational reatignt and the closure of certain non-manufacturegtions were complete. As of June 30, 2003deltiified employees were terminated.

A reconciliation of the restructuring reserve floe Phase Il program is as follows:

Employet



terminatior Facility

costt exit cost: Total
In millions Phase | Phase | Phase |
Balance at December 31, 2002 $ 3.2 $ 05 $3.7
Cash payments 3.1 (0.2 3.3
Change in estimate - (0.1 0.1
Balance at December 31, 2003 $0.1 $ 0.2 $0.3

The provision remaining at December 31, 2003, esl&t final severance payments and facility exstgowhich are expected to be paid in the firstiguaf 2004.

Infrastructure

Manufacturing facilities were examined to identifgportunities to improve production efficiencieslatecrease operating costs. The consolidationeofrthnufacturing locations has enabled the Segroent t
leverage its capacity as volumes return. Additiignaignificant management realignments were essleto the success of the market strategy andwerhge the distribution channels. The identiiedons
were as follows:

- Close two manufacturing locations in ths.
- Terminate 781 employees.

As of December 31, 2002, all identified manufactgriocations were closed. As of September 303280 identified employees were terminated.

A reconciliation of the restructuring reserve floe Phase | and Phase Il programs is as follows:

Employee Facility
termination costs exit costs Total
In millions Phase Phase | Phase | Phase Phase |
Balance at December 31, 2002 $ 15 $ 01 $ O0€ $ 15 $ 07
Cash payments 2.2 0.1 0.4 2.2 (0.5
Change in estimate (0.3 (0.2 (0.3 (0.2
Balance at December 31, 2003 $ - % - $ - $ - $ -

A reversal of a portion of the provision for empéeytermination costs was made in 2003, due toiimgutower than anticipated costs. Actual costsenlewer due to certain employees' decisions tedea
prior to their scheduled termination date. Addiitly, a reversal of a portion of the provision facility exit costs was made in 2003, due to imicwy lower than anticipated costs associated vhichsale of
building.

Security and Safety
This Segment's manufacturing facilities were exadito find opportunities to improve production eiffincies and decrease operating costs. The SegrB&#& expense structure was also examined and it
was determined that significant actions were reglio align the cost structure with the then curefume levels. The identified actions were dbofes:

- Close five manufacturing locations: U3).and Europe (2).
- Terminate 540 employees.

As of December 31, 2002, all identified manufactgriocations were closed. As of September 30, 280&lentified employees were terminated.

A reconciliation of the restructuring reserve foe Phase | program is as follows:

Employe
terminatior Facility
costt exit cost: Total
In millions Phase Phase Phase
Balance at December 31, 2002 $ 0.7 $ 24 $3.1
Cash payments 0.7 (0.9 1.6
Change in estimate - 0.9 (0.9
Nonr-cash write-offs - (0.6 (0.6
Balance at December 31, 2003 $ - $ - $ -

The original estimate for facility exit costs indied ongoing lease commitments for a vacated ficillturing the year, the remaining lease obligati@s terminated early for an amount less than tiggnal
estimate, resulting in a reversal to the provisidaditionally, the Segment recorded a non-casleastf in order to write-down the value of a vachbriilding to its estimated selling price.

Corporate Center

An examination of previously decentralized backegfffunctions, such as accounts payable, accoao&vable, benefits administration and payrolCatporate Center and across all business segments
identified opportunities to improve the costs dfthivolume transactions. The creation of GlobaliBess Services (a shared service center) enalde@dmpany to consolidate high volume transactions

resulting in lower costs. As of December 31, 2B employees were terminated, with an additi®@ah staff reductions related to outsourcing afkbaffice functions and organizational realignments

remaining. The savings associated with the cotpamstructuring activities are realized in thersegts due to the reduction of employees in businegs' back-office operations.

A reconciliation of the restructuring reserve foe Phase | and Phase Il programs is as follows:



Employee
termination costs

In millions Phase Phase |
Balance at December 31, 2002 $28 $6.4
Cash payments 2.3 2.4
Change in estimate (0.5 (0.6
Balance at December 31, 2003 $ - $3.4

A reversal of $1.1 million of the provision for efopee termination costs was made in 2003, duedoriing lower than anticipated costs. Actual cestse lower due to certain employees' decisioravé
prior to their scheduled termination date, andréddeployment of certain employees throughout the gany.

Of the provision remaining at December 31, 20039 $dillion relates to employee termination costsoagated with the outsourcing of back office fuan8. During the transition of these functionshte t
outsourcing firm, certain issues arose resultintnendelay of the transition schedule. As of Delsen81, 2003, these issues have been resolvedamdajority of these costs are expected to beipahe
first and second quarters of 2004. The remainirtign of this transition will result in the terndtion of 83 employees. Additionally, $1.5 milliofithe remaining provision relates to employee teation
costs associated with other Corporate Center iiviéis. These costs will be paid in the first gaadf 2004, and will result in the termination ofrénimal number of employees.

NOTE 3 - DISCONTINUED OPERATIONS

During 2003, the Company continued its businestfgar realignment by selling three businessesfe&ive February 16, 2003, the Company sold itsife®red Solutions Business (Engineered Solutions),
previously included as part of the Company's IndisSolutions Sector, to The Timken Company (TimkeThe consideration received consisted of agprately $700 million in cash and approximately
9.4 million shares of Timken common stock value@®1t0 million at the date of sale. The Companygeized an after-tax gain of $58.2 million on thigpdsition, which is included in "Discontinued
operations, net of tax." The gain is subject tokirgy capital and other final purchase price adpesits. Net purchase price adjustments of apprdgisn&5 million have been recorded since the date o
sale. These adjustments relate primarily to cepension and other employee benefits. The Comjzacyrrently involved in a dispute resolution prdaee relating to the final purchase price adjustmen
based on the working capital of Engineered Sahstithat was sold in February 2003. The Compangesg resolution by the end of the second quaft2®@04. Any adjustment recorded is not expead

be material and would be reflected as an increagseaease to "Discontinued operations, net of i@2004. The Company recorded additional costsliabilities primarily relating to employee bertsfin

the calculation of the after-tax gain. Enginee®edlitions consisted of the Company's worldwide apens related to precision bearings and motiortrobnomponents and assemblies, and included the
Torrington, Fafnir, Kilian, Nadella and IRB brandEngineered Solutions employed approximately 1@ ®ople and operated 27 plants throughout thedworl

During 2003, the Company sold its Laidlaw busingsi (Laidlaw), previously included as part of tBempany's Security and Safety Segment. The Compoyded an aftetax loss of $7.6 million on tt
disposition, which is included in "Discontinued og#ons, net of tax." Also in 2003, the Companidsts Waterjet business unit (Waterjet), previgusicluded as part of the Company's Industrial 8ohs
Sector, for approximately $46.5 million. The Compaecognized an after-tax gain of $18.2 millionlect to a working capital adjustment) on the disfon, which is included in "Discontinued
operations, net of tax." This transaction inclutieel Company's 49 percent interest in ABB IR WateBystems AB.

Discontinued operations also includes costs relatédgersoll-Dresser Pump Company (IDP), which sealsl in 2000. These include retained employeefitsrand product liability costs, primarily reldte
to asbestos claims.

Net revenues and pretax (loss) earnings for digwoed operations are as follows:

In millions 2003 2002 2001
Net revenue $195.3 $1,266.£ $1,140.C
Pretax (loss) earnings (49.5 160.5 113.¢

Total results from discontinued operations for 200®2, and 2001, were $51.0 million (net of $38illion of tax expense), $95.4 million (net of $&5nillion of tax expense), and $66.2 million (nét o
$47.6 million of tax expense), respectively.

The assets and liabilities of discontinued operatincluded in "Assets held for sale” and "Liatgbtheld for sale" represent the assets and li@silof Engineered Solutions, Laidlaw, and Wateagebf
December 31, 2002, and are as follows:

In millions

Assets

Current assets $343.4

Investments in and advances with partially ownedtggompanies 104.2

Property, plant and equipment, net 354.2

Goodwill and other intangible assets, net 10.1

Other assets and deferred income taxes 8.9
Assets held for sale $820.8

Liabilities

Current liabilities $227.2

Other liabilities 76.2
Liabilities held for sale $303.4

In accordance with the Engineered Solutions' pueetegreement, certain assets and liabilities, as@nvironmental, product liability, tax, and enyelerelated costs of the Company's Engineered Solu
Segment, were retained by the Company and havee@tuided from the above presentation.

NOTE 4 - INVENTORIES
At December 31, inventories were as follows:

In millions 2003 2002




Raw materials and supplies $ 2874 $ 306.¢

Work-in-process 209.€ 361.1
Finished goods 609.¢ 620.7
1,106.¢ 1,288.7

Less - LIFO reserve 97.¢ 107.4
Total $1,009.1 $1,181.c

Work-in-process inventories are stated after dedgaiustomer progress payments of $110.8 millio(83 and $233.8 million in 2002. At December 3102 and 2002, LIFO inventories were
approximately 31% and 32%, respectively, of inveieg During 2003, inventory quantities were regtljovhich resulted in a liquidation of LIFO inventdayers carried at lower costs than in prior gear
The effect of the liquidation was to decrease obgipods sold by $7.2 million and to increase rehimgs by $4.4 million. There were no materiquldations of LIFO layers in 2002 or 2001.

NOTE 5 - GOODWILL AND OTHER INTANGIBLE ASSETS
Effective January 1, 2002, the Company adopted SNA.SL42, "Goodwill and Other Intangible Assetslhder the provisions of this standard, goodwill amdngible assets deemed to have indefinite lives
are no longer subject to amortization, but ratliertested for impairment at least annually. Aliestintangible assets are to be amortized over éstimated useful lives.

Step one of the impairment testing required und@&SNo. 142 was completed by June 30, 2002. Urtéerane of the impairment test, all reporting umiese identified in accordance with the guidance of
SFAS No. 142 and SFAS No. 131, "Disclosures AbagrSents of an Enterprise and Related Informatidme January 1, 2002 carrying value of the repgrtinits was compared to the fair value of the
reporting units. Fair value was computed by dtitiga discounted cash flow model. Upon completibthe comparison of the values of the reportinigsyit was determined that the carrying valuehef t
Thermo King reporting unit of the Climate Contra@d®nent was in excess of its fair value.

Step two of the impairment test, which comparedtifgied fair value of the reporting unit goodwilith the carrying amount of that goodwill, was trempleted. The implied fair value of goodwill was
determined by allocating the fair value of the mtipg unit to all the assets and liabilities (inding unrecognized intangible assets) as if thentemgpunit had been acquired in a business comioina@nd the
fair value of the reporting unit was the price pidacquire the reporting unit. This resulted igoadwill impairment charge of $864.4 million beiregorded. As required by SFAS No. 142, this charg
$634.5 million, net of tax, was recognized as aaiative effect of a change in accounting princi&oactive to January 1, 2002.

The following is a reconciliation of previously i@ped financial information to adjusted amountsleaing amortization expense relating to goodwilllarther intangible assets deemed to have indefinite
lives, which are no longer being amortized:

2001
Earnings

from Basic Diluted
continuing earnings earnings
In millions, except per share amounts operations per share per share
As reported $180.0 $1.09 $1.08
Goodwill amortization expense, net of tax 115.1 0.70 0.70
Other intangible asset amortization expense, nebof 1.8 0.01 0.01
Adjusted $296.9 $1.80 $1.79

The changes in the carrying amount of goodwillZ603 are as follows:

Air and
Climate Productivity Dresser- Security
In millions Contro Solution: Ranc Infrastructurr  and Safet Total
Balance at December 31, 2002 $ 2,476.Z $108.7 $24.4 $895.1 $499.5 $4,004.C
Additions and adjustments

to goodwill* 4.1 14 - (0.5 32.6 29.4
Dispositions - (3.6 - - (4.8 (8.4
Translation adjustments 105.4 5.9 0.1 7.7 43.9 163.C
Balance at December 31, 2003 $ 2,577.€ $112.4 $245 $902.3 $571.2 $4,188.C

* Represents goodwill related to current year agitjons or adjustments as a result of final allmee of purchase price.

The following table sets forth the gross amount anclmulated amortization of the Company's intadegilssets at December 31:

2003 2002

Gross Accumulatec Gross Accumulatec

In millions amouni amortizatior amount amortizatior
Customer relationships $ 384.c¢ $ 344 $383.7 $245
Installed service base 235.¢ 22.7 235.8 16.8
Software 121.1 35.1 101.4 16.6
Trademarks 7.1 6.2 7.1 5.9
Other 71.4 34.3 62.1 28.9
Total amortizable intangible assets 820.: 132.7 790.1 92.7

Total indefinite-lived intangible assets - tradeksar 195.: - 193.5 -




Total $1,015.€ $132.7 $983.6 $92.7

During 2003, the Company recorded software additiarthe amount of $17.6 million, with an amortieatperiod of five years. During the second quanfe2003, the Company abandoned certain software
it was in the process of implementing. The Compamwprded in "Cost of goods sold" a non-cash chaf@®.5 million associated with this decision. diibnally, in the second quarter of 2003, the
Company reclassified $10.7 million of software, aathted accumulated amortization of $1.1 millienich was previously recorded as property, pladtequipment. Also during 2003, the Company
recorded customer relationships in the amount dof #iillion with an amortization period of 20 yeansd an indefinite-lived trademark in the amoun$df8 million.

Amortization related to goodwill was $130.9 millian2001. Other intangible asset amortization espefor 2003, 2002, and 2001 was $42.1 million, $34illion, and $24.3 million, respectively.

Estimated intangible asset amortization expensedoh of the next five fiscal years is expectebe®40.9 million in 2004, $41.7 million in 2005,1$4 million in 2006, $27.8 million in 2007, and $23
million in 2008.

NOTE 6 - FINANCIAL INSTRUMENTS

The Company, as a large multinational company, taais significant operations in countries othemntttze United States. As a result of these glob@ities, the Company is exposed to changes ieifor
currency exchange rates, which affect the reséiligerations and financial condition. The Compamgnages exposure to changes in foreign currendyaexe rates through its normal operating and
financing activities, as well as through the usérdncial instruments. Generally, the only finaiéhstruments the Company utilizes are forwarchexge contracts and options.

The purpose of the Company's currency hedgingitiegvs to mitigate the impact of changes in fgrecurrency exchange rates. The Company attempisdge transaction exposures through natural
offsets. To the extent that this is not practicabiajor exposure areas considered for hedgingdeciareign currency denominated receivables andlgag, intercompany loans, firm committed
transactions, and forecasted sales and purchases.

SFAS 133, "Accounting for Derivative Instrumentslatedging Activities," and its amendments, becaffextve for the Company on January 1, 2001. Théeshent requires all derivatives to be
recognized as assets or liabilities on the balaheet and measured at fair value. The estimateddiae of foreign currency forward contracts ¢atsling at December 31, 2003, was a loss of $1@li@m

The Company purchases, on a limited basis, commdeéitivatives to hedge the variable portion in digpgontracts of the costs of metals used iniitglpcts. Gains and losses on the derivatives are
included in cost of sales in the same period afi#uiged transaction. During 2003, fixed-pricedpdiep agreements replaced maturing commodity fodaamtracts, which decreased the number of
outstanding contracts at December 31, 2003. Tihediue of outstanding commaodity contracts at Deber 31, 2003 was less than $0.1 million.

Included in accumulated other comprehensive incanizecember 31, 2003, is $15.5 million relatech®fair value of derivatives qualifying as castwflbedges, of which $16.1 million of expense is
expected to be reclassified to earnings over tiedvenmonth period ending December 31, 2004. Adlditily, $0.6 million, related to an interest rateap used as a cash flow hedge of the forecastedrise
of debt, will be reclassified to earnings betweanuary 1, 2005 and May 15, 2006. The actual anscthiat will be reclassified to earnings over thetiteelve months may vary from this amount as altes
of changes in market conditions. No amounts weckssified to earnings during 2003 in connectidth forecasted transactions that were no longesidened probable of occurring. Fair values of fam
contracts are based on dealer quotes at the respegporting dates. At December 31, 2003, the mari term of derivative instruments that hedge faséed transactions, for foreign currency hedges, wa
26 months. At December 31, 2003, the maximum tfrderivative instruments that hedge forecasteasaations, for commodity hedges, was 3 months.

The counterparties to the Company's forward cotgre@nsist of a number of major international ficiahinstitutions. The Company could be exposelbss in the event of nonperformance by the
counterparties. However, credit ratings and cotraéon of risk of these financial institutions am®nitored on a continuous basis and present mifisignt credit risk to the Company.

The carrying value of cash and cash equivalentsketeble securities, accounts receivable, shont-tssrrowings and accounts payable are a reasonatifeate of their fair value due to the short-term
nature of these instruments.

NOTE 7 - DEBT AND CREDIT FACILITIES
At December 31, loans payable consisted of theviatig:

Inmillions 2003 2002
Commercial paper $ - $ 177.:
Current portion of long-term debt 722.7 939.¢
Other short-term borrowings 78.C 38.2
Total $ 800.7 $1,155.5

Excluding current maturities of long-term debt, theighted-average interest rate for short-term deBtecember 31, 2003 and 2002 was 13.7% and 3ekygectively. The average interest rate is higher
2003 due to a decrease in U.S. debt borrowingsaaridcrease in debt borrowings outside the U.S.

At December 31, long-term debt consisted of:

In millions 2003 2002
5.80% Notes Due 2004 $ - $ 249.¢
6.25% Notes Due 2006 574.¢ 574.%
9% Debentures Due 2021 125.C 125.C
7.20% Debentures Due 2006-2025 150.C 150.C
6.48% Debentures Due 2025 150.C 150.C
6.391% Debentures Due 2027 - 200.C
6.443% Debentures Due 2027 200.C 200.C
Medium-term Notes Due 2005-2007, at an averageofaes8% 87.C 200.t
6.75% Senior Notes Due 2008 124.€ 124.5
Medium-term Notes Due 2023, at an average rate229%8 50.2 50.2
Other loans and notes, at end-of-year averageestteates of 2.40%

in 2003 and 2.78% in 2002, maturing in variou®ans to 2015 57.2 67.5
Total $1,518.¢ $2,092.1

The fair value of long-term debt at December 328and 2002, was $1,701.1 million and $2,286.lionijlrespectively. Fair value of long-term debsvaztermined by reference to the December 31, 2003
and 2002, market values of comparably rated dedtuiments.

Long-term debt retirements for the next five yemes as follows: $722.7 million in 2004, $207.9 ioifl in 2005, $587.7 million in 2006, $277.9 millian2007 and $134.4 million in 2008. Long-term teb
retirements for 2005 and 2007 include $150 milkord $200 million, respectively, that may requireagment at the option of the holder. If these@piare not exercised, the final maturity datethese



instruments would be 2025 and 2027.

At December 31, 2003, the Company's committed xéwglcredit lines consisted of a 364-day line toigl$750 million and a five-year line totaling $%.Billion. These lines were unused and provide
support for commercial paper and indirectly provedgport for other financing instruments, suchedigits of credit and comfort letters, as requirethe normal course of business. The Company
compensates banks for these lines with fees equalheighted average of 0.08% per annum. Availfdskeign lines of credit were $1,043.0 million,which $808.0 million were unused at December 31,
2003.

Capitalized interest on construction and otherteaprojects amounted to $3.1 million, $2.8 milliand $3.2 million in 2003, 2002 and 2001, respetyiv Interest income, included in other income
(expense), net, was $3.6 million, $5.3 million &i®.0 million in 2003, 2002 and 2001, respectively.

NOTE 8- COMMITMENTS AND CONTINGENCIES

The Company is involved in various litigations,imla and administrative proceedings, including emvinental and product liability matters. Amountsareled for identified contingent liabilities are
estimates, which are reviewed periodically and stéijti to reflect additional information when it bewes available. Subject to the uncertainties inftareestimating future costs for contingent liéttsb,
management believes that the liability which magutefrom these legal matters would not have a rsdtadverse effect on the financial condition,ules of operations, liquidity or cash flows of the
Company.

In assessing its potential environmental liabilttye Company bases its estimates on current lad/segjulations and current remediation technologies. Company does not discount its liability onese
any insurance recoveries.

Ingersoll-Rand Company (IR-New Jersey), a Compaihgisliary, is a defendant in numerous asbestogetelawsuits in state and federal courts. In wilffuall of the suits a large number of other
companies have also been named as defendantscldlims against IR-New Jersey generally allege jnfiaused by exposure to asbestos contained irircefttR-New Jersey's products. Although IR-New
Jersey was neither a producer nor a manufactureshgstos, some of its formerly manufactured prisdutilized asbestos-containing components sugfaskets purchased from third-party suppliers.

In assessing its potential asbestos liability, Gloepany bases its estimates on current laws, @sssent of the nature of current claims, the jisisxhs in which claims are filed, its claims settient
experience and insurance coverage. All claimslveddo date have been dismissed or settled, arfdelR Jersey's average settlement amount per clagbéen nominal. For the year ended December 31,
2003, total costs for settlement and defense adsaeb claims after insurance recoveries and nteixofiere approximately $16.6 million. The Compéejieves that its reserves and insurance are atety
cover its asbestos liabilities and the costs oédéihg against them.

The Company sells products on a continuous basisrurarious arrangements through institutions phavide leasing and product financing alternatiesetail and wholesale customers. Under these
arrangements, the Company is contingently liablddan guarantees and residual values of equipofeaiproximately $16.2 million, including considgoa of ultimate net loss provisions. The risk o§$
to the Company is minimal, and historically, ontfymaterial losses have been incurred relating teetleerangements since the fair value of the uniderigquipment that serves as collateral is geneiall
excess of the contingent liability. Managementéxads these guarantees will not adversely affeatdhsolidated financial statements.

Beginning in 2005, the Company could be requiredeld on the attainment of certain operating resolgsurchase a majority interest in a joint veatu€urrently, the Company estimates the targethast
price for the remaining 70% interest to be appratety $230 million. However, this price is contérg upon the future operating performance of tir jeenture.

The Company has remained contingently liable f@raximately $46.2 million relating to performanceniols associated with prior sale of products of IBRich the Company divested in 2000. The
acquirer of IDP is the primary obligor under theseformance bonds, however, should the acquireruttedinder these arrangements the Company woulddgred to satisfy these financial obligationse
Company estimates that $29.4 million of the oblatvill expire during 2004. The remainder extetii®ugh 2008.

The Company is contingently liable for customs elsiin certain notJ.S. countries which totaled $3.8 million at DecemB1, 2003. These amounts are not accrued @atmpany intends on exporting 1
product to another country for final sale. In tte@mal course of business, the Company has isswla third party guarantees, on behalf of suppli@istributors and a joint venture partner, whigre
less than $10 million at December 31, 2003.

The following table represents the changes in thelyrct warranty liability for 2003:

Inmillions

Balance at December 31, 2002 $151.0*
Reductions for payments (81.6
Changes for accruals issued during the currenogeri 97.3
Changes for accruals related to preexisting wagant (4.2
Translation 7.6
Balance at December 31, 2003 $170.1

*Includes $15.0 million of reclassifications to pexly state the opening balance for all productramy liabilities.

Certain office and warehouse facilities, transp@tavehicles and data processing equipment aseted otal rental expense was $78.1 million in 28@&3..8 million in 2002 and $100.8 million in 2001.
Minimum lease payments required under noncancellapérating leases with terms in excess of onefgedine next five years and thereafter, are deviad: $77.5 million in 2004, $57.1 million in 2005,
$46.0 million in 2006, $30.4 million in 2007, $2316llion in 2008 and $22.8 million thereafter.

NOTE 9 - SALES OF RECEIVABLES

Prior to October 2003, the Company had agreemertsruvhich several of its operating subsidiaridd acdefined pool of trade accounts receivablevimwholly owned special-purpose subsidiaries of the
Company. The subsidiaries were separate legdlemnthat held these receivables and sold undiviigedests in such accounts receivable to finasaigdro, in turn, purchased and received ownership in
those receivables. As collections reduced accaegtsvable included in the pool, the operatingsédibries sold new receivables to the special pemubsidiaries. Any sales of receivables fronspezia
purpose subsidiaries to the third-party financweese without recourse and were treated as salexeivables and not included in the Company's Qafeted Balance Sheet. The special-purpose
subsidiaries had some risk of credit loss on tkeiv@bles and, accordingly, the appropriate allavesior doubtful accounts was retained in the Cadat#d Balance Sheet. Increases under the program
were reflected as operating activities in the Ctidated Statement of Cash Flows for 2002 and 200Qctober 2003, the Company discontinued the sfaleceivables program and repurchased $240
million in receivables, which decreased cash flfnom operating activities in the Consolidated Statat of Cash Flows for 2003.

The maximum utilized at any time under the prograas $300 million and $275 million at December 3102 and 2001, respectively. During 2003, 20022001, such sales of receivables amounted to
$1,169.5 million, $1,975.5 million and $1,439.0 lioih, respectively. The proceeds of sale were leas the face amount of accounts receivable splhbtamount to issue commercial paper backed Ise
accounts receivable. The discount from the faceuarhwas accounted for as a loss on the sale eivages, which was included in other income (esp¢nnet, in the Consolidated Statement of Income,
and amounted to $2.6 million, $6.0 million and $lMillion in 2003, 2002 and 2001, respectively.eTeighted-average discount rate was 1.1%, 2.2%}afd during the years 2003, 2002 and 2001,
respectively.

Receivables, excluding the designated pool of attsoand notes receivable, sold during 2003 and 280Precourse amounted to $87.8 million and $144ilion, respectively. At December 31, 2003 and
2002, $14.4 million and $64.5 million, respectiviedy such receivables sold remained uncollectedoanthe Consolidated Balance Sheet.

NOTE 10 - COMMON SHARES

Effective December 31, 2001, IR-Limited becameshecessor to IR-New Jersey, following a corporatgganization. The reorganization was accomplishemligh a merger of a newly formed merger
subsidiary into IR-New Jersey. Upon consummatiothefmerger the shares of IR-New Jersey commolk siismmatically became IR-Limited Class A commoarsB. As part of the reorganization, IR-
New Jersey and certain of its subsidiaries, immebigrior to the merger transferred shares ofatefR-New Jersey subsidiaries and issued cerelit id exchange for which IR-Limited issued
135,250,003 Class B common shares. The Class Bhoonshares are non-voting and will pay comparabfielehds to the Class A common shares. The awbdshare capital of IR-Limited is
$1,175,010,000, consisting of (1) 1,175,000,000rmam shares, par value $1.00 per share, which consimares consist of (a) 600,000,000 Class A comrhares and (b) 575,000,000 Class B common
shares, and (2) 10,000,000 preference sharesapar $0.001 per share, which preference sharesst@fi$00,000 Series A preference shares and st series of preference shares as may be déssif
from time to time with the respective rights anstrietions determined by the board of directoréas€ A common shares (and associated preference in@hase rights) were issued to holders -New



Jersey common stock in the merger. None of thieece shares were outstanding at December 33, @02002.

Class A common shares issued were 168,003,884@@ par value at December 31, 2001 compared tat68127 common shares at $2.00 par value at Deae3ab@000. The decrease in the par valt
common shares from, $2.00 to $1.00 was recordeah &screase to capital in excess of par value aeteease in common stock on the ConsolidatedrBeatieof Shareholders' Equity.

At December 31, 2001, treasury shares outstanditig.@ million were retired due to the reorganiaatby reducing capital in excess of par by $503I8am and common stock by $24.4 million.

The Company has adopted a shareholder rights plarotect shareholders from attempts to acquirérabaf the Company at an inadequate price. The plill expire on December 22, 2008, unless earlier
redeemed or exchanged by the Company, as providibe irights plan.

Annual dividends per common share were $0.72, $@68 $0.68, for 2003, 2002, and 2001, respectively

NOTE 11 - INCENTIVE STOCK PLANS

Under the Company's Incentive Stock Plans, key eyegls have been granted options to purchase ClasmAion shares at prices not less than the faikehaalue at the date of the grant. Options issued
before December 31, 1998, became exercisable @reafter the date of the grant and expire at tlieofri0 years. Options issued after January 19188nerally become exercisable ratably over &thre
year period from their date of grant and expirthatend of 10 years. Some options granted toinesi@cutives had additional vesting provisiong there contingent upon a future closing stock p
maintained for a 90-day period. These vesting gions have been met at December 31, 2003. Ths,@aproved by shareholders in 1990, 1995 and 98 authorize stock appreciation rights (SARS)
and stock awards, which result in compensation esge

The average fair values of the options grantechdgu2i003, 2002 and 2001 were estimated at $13.B51%1and $14.60, respectively, on the date oftgesing the Black-Scholes option-pricing model,
which included the following assumptions:

2003 2002 2001
Dividend yield 1.75% 1.61% 1.65%
Volatility 39.83% 38.85% 37.59%
Risk-free interest rate 3.12% 4.69% 5.01%
Expected life 5 years 5 years 5 years
Changes in options outstanding under the plans aefellows:
Share Weighted-
subjec Option price averag
to optior range per share exercise pric
December 31, 2000 9,331,51¢ $15.13 - $69.75 $42.75
Granted 4,245 46t 40.42 - 49.14 41.31
Exercised (346,26¢€ 15.13 - 42.31 27.52
Cancelled (159,73¢ 33.67 - 53.03 49.40
December 31, 2001 13,070,97¢ $20.67 - $69.75 $42.77
Granted 2,045,68t 36.84 - 50.35 42.28
Exercised (1,111,264 20.67 - 53.03 33.03
Cancelled (582,34¢ 20.67 - 65.41 45.53
December 31, 2002 13,423,05: $21.63 - $69.75 $43.39
Granted 3,103,32: 39.05 - 63.12 39.21
Exercised (5,165,83¢ 21.63 - 53.03 40.56
Cancelled (712,03¢ 39.05 - 65.41 43.65
December 31, 2003 10,648,49' $24.08 - $69.75 $43.54

At December 31, 2003, there were 875,946 SARsanditg with no stock options attached. The Compwg/reserved 4,126,888 shares for future incestavgk awards at December 31, 2003.

The following table summarizes information concegnéurrently outstanding and exercisable options:

Options outstanding Options exercisable
Numbe Weighted- Weighted- Numbe Weighted-
Range of outstandin averag averag exercisabl averag
exercise price at 12/31/0.  remaining life exercise pric at 12/31/0. exercise pric
$21.63 - $38.91 374,50: 25 $32.00 363,83: $31.86
39.05 - 39.05 2,775,67: 8.8 39.05 15,01C 39.05
40.42 - 40.53 1,798,83( 6.2 40.53 971,43¢ 40.53
40.62 - 41.28 194,79: 5.7 40.79 115,98t 40.82
4181 - 41.81 1,422,90¢ 7.6 41.81 366,64( 41.81
42.03 - 42.99 588,98¢ 35 42.39 539,06¢€ 42.35
43.79 - 48.98 636,21 6.7 45.89 528,91z 45.77
49.09 - 52.51 1,288,19¢ 4.7 49.62 1,018,15¢ 49.30
53.03 - 53.03 1,386,157 5.0 53.03 1,386,157 53.03
53.63 - 69.75 182,25( 4.9 62.06 179,25( 62.04

$21.63 - $69.75 10,648,497 6.4 $43.54 5,484,44( $ 46.22



The weighted-average number of shares exercisabl¢ha weighted-average exercise prices were §90%hares at a price of $43.28 for December 312,24nd 7,066,243 shares at a price of $40.83 for
December 31, 2001.

The Company also maintains a shareholder-approwvatalyement Incentive Unit Award Plan. Under the ppanmticipating executives are awarded incentivissunWhen dividends are paid on Class A
common shares, dividends are awarded to unit heldee-half of which is paid in cash, the remairtiaff of which is credited to the participant's @awt in the form of so-called Class A common share
equivalents. The fair value of accumulated comni@ares equivalents is paid in cash upon the partitipaetirement. The number of common share egemiglcredited to participants' accounts at December
31, 2003 and 2002, are 243,917 and 296,388, regelyct

NOTE 12 - INCOME TAXES
Earnings before income taxes for the years endeeiber 31, were taxed within the following jurigibas:

In millions 2003 2002 2001
United States $ (174 $(159.0 $(26.6
Non-U.S. 705.1 542.1 156.6
Total $ 687.7 $ 383.1 $130.0

The provision for income taxes was as follows:

In millions 2003 2002 2001

Current tax expense (benefit):

United States $51.0 $(90.9 $ (60.0
Non-U.S. 64.0 39.0 38.9
Total current 115.0 (51.9 (21.1

Deferred tax expense (benefit):

United States (18.9 65.6 $(23.3
Non-U.S. (1.9 3.8 (5.6
Total deferred (20.8 69.4 (28.9
Total provision (benefit) for income taxes $94.2 $ 175 $(50.0

The provision for income taxes differs from the amiof income taxes determined by applying theiapple U.S. statutory income tax rate to pretanine, as a result of the following differences:

Percent of pretax income

2003 2002 2001
Statutory U.S. rate 35.0% 35.(% 35.0%
Increase (decrease) in rates resulting from:
Amortization of goodwill - - 19.7
Non-U.S. operations (21.1 (22.9 (62.0
Extraterritorial income / foreign sales corpana (2.8 (3.6 17.6
State and local income taxes, net of U.S. tax 0.4 0.1 9.2
Puerto Rico - Sec 936 Credit a.7 (3.3 (11.3
Other 3.9 (0.7 6.9
Effective tax rate 13.7% 4.€% (385 %

At December 31, 2003, a summary of the deferregtawunts, (including reclassifications in 2003frourrent taxes payable), follows:

In millions 2003 2002 2001

Current deferred assets and (liabilities)
Difference between book and tax bases

of inventories and receivables $ 335 $ 30.9 $ 271
Difference between book and tax expense for

other employee related benefits and all@mean 122.6 58.8 66.2
Other reserves and valuation allowances

in excess of tax deductions 122.4 34.5 69.5
Other differences between tax and

financial statement values (18.5 51.C 10.7

Gross current deferred net tax assets 260.0 175.2 173.5



Noncurrent deferred assets and (liabiliti
Postretirement and postemployment benefits

other than pensions in excess of tax deshst 295.8 258.9 276.6
Tax benefit of operating losses and credit

carryforwards 309.7 101.1 118.5
Other reserves in excess of tax expense 49.9 25.6 33.1
Tax depreciation / amortization in excess of

book depreciation / amortization (353.3 (308.0 (492.3
Pension contributions in excess of book expense 125.6 134.1 (48.0
Taxes provided by undistributed accumulated

subsidiary earnings (5.8 (5.8 (5.8

Gross noncurrent deferred net tax

assets and (liabilities) 421.9 205.9 (117.9
Less: deferred tax valuation allowances (56.7 (50.4 (60.8
Total net deferred tax assets $625.2 $330.7 $ (5.2

Included in "Accrued expenses and other currehtlif@s"” on the Consolidated Balance Sheet at s 31, 2003, is $206.1 million of income tax .

As of December 31, 2003, net operating loss camydods of approximately $1.03 billion are availatieoffset taxable income in future years. A portof these carryforwards will begin to expire D22,
while the remainder generally have unlimited cayryfard periods. The net operating loss carryfornsavere incurred in various jurisdictions, predonhathe United States, the United Kingdom and
Switzerland. A valuation allowance of $56.7 mitlibas been recorded for certain ndi%. carryforwards, which will likely not be readi@a. Approximately $11 million of the net operatiogs carryforward
were acquired in business combinations transactiadsany tax benefit, when realized, will reducedyaill rather than the income tax provision.

At December 31, 2003, a total of $5.8 million arvdSmillion of noncurrent deferred taxes and curdeferred taxes, respectively, has been provided portion of the undistributed earnings of the
Company's subsidiaries. Deferred taxes have nat pewvided on the remainder of the undistributethiegs of $3.612 billion since these earnings Hasen, and under current plans, will continue to be
permanently reinvested in these subsidiaries aischibt practicable to estimate the amount of éafutl taxes which may be payable upon distributiéh December 31, 2002, the Company had provided
$5.8 million of tax for the undistributed earningfsits subsidiaries. During 2001, the Company deteed that it no longer required deferred taxe$16.7 million, which had been recorded with respec
such earnings in prior years and accordingly reddie deferred tax liability and recorded a curtemtbenefit for such amount.

In 2001, the Company's U.S. affiliates sold asteton-U.S. affiliates, which generated Foreigni8euncome for U.S. tax purposes. The Foreign Solmcome enabled the Company to utilize the Foreign
Tax Credits of $44.8 million generated in 2001 anidr periods, which would not have been realizghlesuant to SFAS 109 under the Company's struptioe to the reincorporation. Pursuant to SFAS
109, the tax expense attributable to the incomm fitee intercompany sale of the assets is treatadda$erred tax charge which is being amortize@dxaexpense over the life of the assets acquirettidy
nonU.S. affiliates. In addition, the tax benefit betU.K. net operating loss, generated in prior yeaas not realizable under the Company's pre\stusture because any U.K. tax benefit would haer
offset by a corresponding U.S. tax. In 2001, thi€..dompany was reorganized in a manner which altdve Company to realize the $15 million of taxdfés without such U.S. tax offset.

NOTE 13 - POSTRETIREMENT BENEFITS OTHER THAN PENSIO NS
The Company sponsors several postretirement pasover certain eligible employees. These ptaasgide for health care benefits, and in some iresta, life insurance benefits. Postretirementtheal

plans generally are contributory and contributiars adjusted annually. Life insurance plans farees are primarily noncontributory. The Compéunyds the postretirement benefit costs principatiya
pay-as-you-go basis. Approximately $60 millioragtrued costs in the balance sheet for 2002 ahedied in “Liabilities held for sale.”

Summary information on the Company's plans at Déegr@l, was as follows:

In millions 2003 2002

Change in benefit obligations:

Benefit obligation at beginning of year $ 977.¢ $ 913.€
Service cost 10.1 9.¢
Interest cost 60.4 62.8
Plan participants' contributions 7. 6.C
Amendments (9.3 (47.5
Actuarial losses 123.1 1131
Benefits paid (78.0 (71.6
Curtailment and special termination benefits (74.5 (8.5
Other 2. (0.9
Benefit obligation at end of year $ 1,019.7 $ 977.8

Funded status:

Plan assets less than benefit obligations $(1,019.7 $(977.8
Unrecognized:
Prior service gains (58.6 (84.6
Plan net losses (gains) 344.1 234.1
Accrued costs in the balance sheet $ (734.2 $(828.3

The components of net periodic postretirement benebst for the years ended December 31, werellasvs:

In millions 2003 2002 2001




Service cos $10.1 $ 9.9 $ 9.9

Interest cost 60.4 62.8 56.1
Net amortization and deferral losses (ga 6.6 (0.3 4.5
Net periodic postretirement benefit co 77.1 72.4 61.5
Curtailment gains (6.9 3.0 -
Net postretirement benefit cc $70.2 $69.4 $61.5

The Company uses an annual measurement date ofribeve30 for substantially all of its postretirembenefit plans for all years presented. The shEEngineered Solutions in February 2003 was deemed
to be a significant event and required a remeasemeof the postretirement benefit plan. The weidkdverage assumptions used in the February 2@@8asirement due to the sale were a discount rate of
6.50% and increases in per capita cost of coveeattthcare benefits of 11.00% for the year, grdguatiucing to 5.25% by 2009. In the fourth quade2002, the Company amended its postretirement
benefit plans for U.S. non-bargaining employeesraticees, effective January 1, 2003. The amentbraiminated subsidized life insurance for allfgtretirees. The amendments also eliminated
subsidized postretirement health care benefitalfarew hires, as well as all active employees @igonot meet certain eligibility requirements aslahuary 1, 2003. When eligible employees retomfthe
Company between ages 55 and 65, they receivesatdo the retiree, certain health care benefitiia to those available to active employees. eAfittaining age 65, an eligible retiree's headtte denefit
coverage becomes coordinated with Medicare. Thegaay also amended the amount it will subsidizepfistretirement health care benefits to a flatadtatbp with cost escalation equally shared between
the Company and the retiree. When the cap is egacthe retiree becomes responsible for all additioost escalation. The weighted-average assangptised in the fourth quarter of 2002 remeasuremen
due to plan amendments were a discount rate of&attd increases in per capita cost of coveredtheate benefits of 11.00% for the year, graduatjucing to 5.25% by 2009.

Assumptions: 200z 200z 2001

Weighted-average discount rate assumption useetéordine:

Benefit obligations at December 31 6.00% 6.75% 7.25%
Net periodic benefit cost for the periods ehde

February 15, 2003* and October 2002* 6.75% 7.25% -
Net periodic benefit cost for the remaining

period ended December 31 6.50% 6.75% 7.75%

Assumed health care cost trend rates at December 31

Current year medical inflation 11.00% 11.00% 11.00%
Ultimate inflation rate 5.25% 5.25% 5.25%
Year that the rate reaches the ultimate tratel 201cC 200¢ 200¢

* Interim measurement dates

A 1% change in the medical trend rate assumeddsirgtirement benefits would have the followingeeft at December 31, 2003:

Inmillions 1% Increas! 1% Decreas
Effect on total of service and interest cost congmis $4.0 $34
Effect on postretirement benefit obligation 57.6 47.8

Benefit payments for postretirement benefits, whigffect future service, as appropriate, are exgetd be paid as follows: $73.7 million in 20046%/million in 2005, $78.2 million in 2006, $79.4llon
in 2007, $78.9 million in 2008 and $387.4 millicr the years 2009 to 2013.

In December 2003, the Medicare Prescription Dragorbvement and Modernization Act was signed inte [é&n early January 2004, the FASB released FA&Hf Bosition No. 106-1 entitled, Accounting
and Disclosure Requirements Related to the Mediegscription Drug, Improvement and Modernizatiat 8f 2003. The Company's measurement date fgpaktretirement benefit plans is November 30
and therefore the net periodic postretirement beoes$ts for the period that includes the Act'®efiive date would be the first quarter of 2004.e Tompany is analyzing its possible consequences to
determine the impact of this legislation on itstpetrement benefit plans.

NOTE 14 - PENSION PLANS

The Company has noncontributory pension plans @oyeubstantially all U.S. employees. In additioertain non-U.S. employees in other countriescarered by pension plans. In the fourth quarter of
2002, the Company amended its U.S. pension plaralfoon-collectively bargained employees effeetdanuary 1, 2003. Prior to January 1, 2003, tragany's U.S. salaried plans principally provided
benefits based on a career-average earnings foandlghe Company's hourly pension plans provideettits under flat benefit formulas. Effective Janul, 2003, the Company's pension plans for U.S.
non-collectively bargained employees provided bigheh a more modest final average pay formulae Tompany's U.S. collectively bargained pensionsiaill continue to principally provide benefits
based on a flat benefit formula. Non-U.S. plarsvjote benefits based on earnings and years ofcgentin addition, the Company maintains other seipgintal benefit plans for officers and other key
employees.

Information regarding the Company's pension plam3egember 31, was as follows:

In millions 2003 2002

Change in benefit obligations:

Benefit obligation at beginning of year $2,766.€ $2,495.5
Service cost 454 49.1
Interest cost 174.¢ 172.€
Employee contributions 3.7 4.€
Amendments 19.1 38.¢
Acquisitions - 11.€
Expenses paid (1.6 3.5
Actuarial losses 229.4 145.5
Benefits paid (189.1 (209.9
Foreign exchange impact 78.C 61.¢
Curtailments and other (46.4 0.1

Benefit obligation at end of year $3,080.1 $2,766.€



Change in plan assets:

Fair value at beginning of year $2,229.7 $2,509.¢
Actual return on assets 309.5 (179.5
Company contributions 232.¢ 51.7
Employee contributions 3.6 4.€
Acquisitions - 8.2
Expenses paid (1.6 35
Benefits paid (186.0 (206.4
Foreign exchange impact 56.€ 44.¢
Other (6.5 -
Fair value of assets end of year $2,637.€ $2,229.7
Inmillions 2003 2002

Funded status:

Plan assets in excess of benefit obligations $(442.2 $(537.1
Unrecognized:
Net transition asset 4.¢ 5.€
Prior service costs 711 86.8
Plan net losses (gains) 686.€ 607.5
Net amount recognize $ 3204 $ 162.8

Costs included in the balance sheet:

Prepaid expenses $ 6L $ 6.8
Accrued current and non-current liabilities (296.9 (381.8
Other assets (pension intangible) 51.7 71.¢
Accumulated other comprehensive income 559.1 492.5
Assets held for sale - 0.8
Liabilities held for sale - (27.4
Net amount recognize $ 3204 $ 162.8

Weighted-average assumptions used:

Benefit obligations at December 31 2003 2002

Discount rate:

U.S. plans 6.00% 6.75%

Non-U.S. plans 5.75% 5.75%
Rate of compensation increase:

U.S. plans 4.00% 4.00%

Non-U.S. plans 3.75% 3.00%

The accumulated benefit obligation for all defirtehefit pension plans was $2,936.8 million and 4@.6 million at December 31, 2003 and 2002, resyelgt

The projected benefit obligation, accumulated biénéligation, and fair value of plan assets fongien plans with accumulated benefit obligationsertban plan assets were $2,995.6 million, $2,867.6
million and $2,562.9 million, respectively, as of@&mber 31, 2003, and $2,726.1 million, $2,609 Mlaniand $2,194.4 million, respectively, as of Bewer 31, 2002.

The components of the Company's pension related émsthe years ended December 31, include thewoig:

In millions 2003 2002 2001
Service cost $ 454 $ 49.1 $ 47.0
Interest cost 174.8 172.8 170.6
Expected return on plan assets (179.0 (209.5 (226.7
Net amortization of unrecognize

Prior service costs 8.9 6.8 6.0

Transition amount 0.9 0.4 0.2

Plan net losses (gains) 32.0 7.8 (4.6
Net pension cost (income 83.0 27.4 (7.5

Curtailment (gains) losses (10.1 9.3 11.2



Net pension cost after curtailments/settlem $ 729 $ 36.7 $ 37

The curtailment and settlement gains in 2003 asea@ated primarily with the sale of Engineered 8ohs. The curtailment and settlement losses B22ihd 2001 related to plant closures or reduciions
the workforce associated with the Company's resiring program.

The Company uses an annual measurement date ofribeve30 for substantially all of its pension plémsthe years presented. The sale of Engineerédi®us in February 2003 was a significant event.
The Engineered Solutions employees participateddrargest most significant U.S. pension plan amemeasurement of that pension plan was required the date of sale. In the fourth quarter of200
the Company amended its U.S. pension plans foroaltcollectively bargained employees, which alsasea a remeasurement of certain significant perams.

Weighted-average assumption used:

Net periodic pension cost for the year ended Deeerab, 200: 200z 2001

Discount rate:

U.S. plans* 6.50% 7.25% 7.75%

Non-U.S. plans 5.75% 6.00% 6.00%
Rate of compensation increase:

U.S. plans 4.00% 5.00% 5.50%

Non-U.S. plans 3.00% 3.50% 3.50%
Expected return on plan assets:

U.S. plans 8.75% 9.00% 9.00%

Non-U.S. plans 7.50% 7.75% 7.75%

*Prior to the remeasurement date of February 1832the discount rate used was 6.75%. The ratthéosmaller U.S. plans not requiring remeasurermering the year was 6.75% for all of 2003. Theres
no change to the rate of compensation increas¢hanepected return on plan assets upon remeasuateineaddition, a remeasurement due to U.S. pengian amendments during the fourth quarter of
2002 used updated assumptions of a 6.75% discateytand a 4.00% rate of compensation increase.

The expected long-term rates of return on plantasse determined as of the measurement date exifected londerm rates of return are projected to be the raftesturn to be earned over the period u
the benefits are paid. Accordingly, the long-teates of return should reflect the rates of reammpresent investments, expected contribution® teebeived during the current year and on reinvests
over the period. The rates of return utilizedeeflithe expected rates of return during the pefiodehich the payment of benefits is deferred.e Bxpected long-term rate of return on plan assed is
based on what is realistically achievable basetherypes of assets held by the plans and the'plaestment policy. Historical asset return trefat the larger plans are reviewed over fifteen,and five
years. The actual rate of return for plan assets the last te-and fifteen-year periods have exceeded the exgpeate of return used. The Company reviews eaah ahd its historical returns and asset
allocations to determine the appropriate expeciad-term rate of return on plan assets to be Usetthe end of 2002, the Company believed that édgel to revise its long-term expectations based tip®
market performance experienced in 2001 and 2002.

The Company's pension plans weighted-average aléseations at December 31, 2002 and 2003, by assegory are as follows:

Asset category 200: 200z
Equity securities 61.6% 57.7%
Debt securities 27.3% 33.6%
Real estate 0.3% 0.3%
Other (including cash) 10.8% 8.4%
Total 100.0% 100.0%

The Company's investment objectives in managindefsed benefit plan assets are to ensure thaeptend future benefit obligations to all partcips and beneficiaries are met as they becometalue;
provide a total return that, over the long termximazes the ratio of the plan assets to liabilitiehile minimizing the present value of requiredng@ny contributions, at the appropriate levelssi;rand
meet any statutory requirements, laws and localle¢gry agencies requirements. Key investmentsitmes reviewed regularly are asset allocationgstment manager structure, investment managers,
investment advisors and trustees or custodiansasaat/liability modeling (ALM) study is used as thasis for global asset allocation decisions guthted approximately every five years or as require
The Company's current strategic global asset dlwtéor its pension plans is 60% in equity sedesiand 40% in debt securities and cash. The Coyngets upper limits and lower limits of plus omms
5%. The asset allocations are reviewed quarterdlythe rebalancing strategy is triggered quartédgsh flows are not sufficient to rebalance thenp and appropriate action is taken to bring thagp
within the strategic allocation ranges.

The Company contributed an additional discretiorg290 million to its pension plans in 2003. Then@any currently projects that it will contributepapximately $65 million to its plans worldwide in
2004. The Company's policy is to fund an amouhictvcould be in excess of the pension cost exgerssiject to the limitations imposed by curremtriegulations. While the Company anticipates
funding the plans in 2004 in accordance with cbutibns required by funding regulations or the lamsst of the non-U.S. plans require employee dmutions based on the employees' earnings.

Pension benefit payments, which reflect future isenas appropriate, are expected to be paid k&l $193.8 million in 2004, $181.2 million in 2§0$181.4 million in 2006, $183.9 million in 2007,
$187.3 million in 2008 and $967.0 million for thears 2009 to 2013.

Most of the Company's U.S. employees are covereshbings and other defined contribution plans. Bygy contributions and costs are determined basettiteria specific to the individual plans and
amounted to approximately $51.8 million, $47.7 ioilland $44.0 million in 2003, 2002 and 2001, resipely. The Company's costs relating to non-W&ined contribution plans, insured plans and other
non-U.S. benefit plans were $9.3 million, $5.3 iilland $6.5 million in 2003, 2002 and 2001, retipely.

NOTE 15 - BUSINESS SEGMENT INFORMATION

The accounting policies of the operating segmergstee same as those described in the summargmfisant accounting policies except that the opegasegments' results are prepared on a management
basis that is consistent with the manner in whith@ompany disaggregates financial informatiorirfiernal review and decision making. The Comparsjeates performance based on operating income
and operating income contribution rates. Intercanypsales between segments are considered imnhat&rdiescription of the Company's reportable segisés as follows:

Climate Control is engaged in the design, manufacisale and service of transport temperature ebaits, HVAC systems, refrigerated display meratiaers, beverage coolers, and walk-in storage
coolers and freezers. The Segment includes Thiimpand Hussmann.

Industrial Solutions is composed of a group of besses focused on providing solutions for custoteeemhance industrial efficiency. Industrial Swlos previously included Waterjet, which due ®stle
(see Note 3) is presented as a discontinued operalndustrial Solutions currently consists of thikowing:

- Air and Productivity Solutions is engagn the design, manufacture, sale and serviegr of
compressors, fluid products, microtods, and industrial tools. It is comprised of 8alutions and
Productivity Solutions, and has beegragated based primarily on the nature of prodaictt



services, and the nature of their potida processes.

Dresser-Rand is engaged in the desigmufacture, sale and service of gas compressassargl
steam turbines, and generators.

Infrastructure is engaged in the design, manufactale and service of skid-steer loaders, minaeators, electric and gasoline powered golf anltyutiehicles, portable compressors and light tayeoad
construction and repair equipment, and a broaddirdzills and drill accessories. It is comprisg#fBobcat, Club Car, Portable Power, Road Develapinend Specialty Equipment.

Security and Safety is engaged in the design, naatwrfe, sale and service of locks, door closeilisdexices, door control hardware, doors and frardesorative hardware, and electronic and biometric
access control systems. Security and Safety pushioncluded Laidlaw, which due to its sale (seme\3) is presented as a discontinued operation.

A summary of operations by reportable segmentt®years ended December 31, were as follows:

Dollar amountsin millions 2003 2002 2001

Climate Control

Revenues $2,648.¢ $2,466.4 $2,438.2
Operating income 219.1 137.C 21.7
Operating income as a percentage of sales 8.3% 5.6% 0.9%
Depreciation and amortization 57.C 60.¢ 148.F

Industrial Solutions
Air and Productivity Solutions

Revenues 1,363.€ 1,279.C 1,275.¢
Operating income 104.1 67.¢ 46.¢
Operating income as a percentage of sales 7.6% 5.3% 3.7%
Depreciation and amortization 23.4 22.3 27.8
Dresser-Rand

Revenues 1,333.¢ 1,024.4 881.2
Operating income 43.4 33.2 21.4
Operating income as a percentage of sales 3.3% 3.2% 2.4%
Depreciation and amortization 21.2 37.0 33.6

Total Industrial Solutions

Revenues 2,697.5 2,303.4 2,157.2
Operating income 147.F 101.1 68.2
Operating income as a percentage of sales 5.5% 4.4% 3.2%
Depreciation and amortization 44.€ 59.2 61.4
Infrastructure

Revenues 2,924.¢ 2,651.1 2,570.2
Operating income 317.c 238.7 219.7
Operating income as a percentage of sales 10.8% 9.0% 8.5%
Depreciation and amortization 45.2 43.2 66.1

Security and Safety

Revenues 1,605.C 1,470.1 1,376.2
Operating income 316.€ 275.¢ 232.€
Operating income as a percentage of sales 19.7% 18.8% 16.9%
Depreciation and amortization 22.¢ 22.4 27.t
Total revenues $9,876.2 $8,891.C $8,542.C
Operating income from reportable segments 1,000.5 752.€ 542.2
Unallocated corporate expense (130.4 (114.0 (122.8
Total operating income $ 870.1 $ 638.€ $ 4194
Total operating income as a percentage of sales 8.8% 7.2% 4.9%
Depreciation and amortization from reportable segme 169.¢ 185.¢ 303.t
Unallocated depreciation and amortization 24.2 19.4 12.€
Total depreciation and amortization $ 194.C $ 205.: $ 316.1

Revenues by destination and long-lived assets bgraphic area for the years ended December 31 agsi@lows:

In millions 2003 2002 2001




Revenues

United States $ 5,698.5 $5,344.5 $5,277.¢
Non-U.S. 4,177.7 3,546.F 3,264.1
Total $9,876.2 $8,891.C $8,542.C
In millions 2003 2002

Long-lived assets

United States $1,199.2 $1,282.F
Non-U.S. 383.2 268.&
Total $1,582.¢ $1,551.c

NOTE 16 - IR-NEW JERSEY

As part of the reorganization IR-Limited guarantediabf the issued public debt securities of IR-N&wvsey. The subsidiary issuer, IR-New JerselQ@% owned by the parent, IR-Limited, the guarasitee
are full and unconditional, and no other subsidrthe Company guarantees the securities. Thevfallg condensed consolidated financial informafmmiR-Limited, IR-New Jersey, and all their other
subsidiaries is included so that separate finastéiéments of IR-New Jersey are not required tidldsbwith the U.S. Securities and Exchange Consiois

As part of the reorganization of December 31, 20R4L.imited issued Class B common shares to IR-Nevsey in exchange for a $3.6 billion note andeshaf certain IR-New Jersey subsidiaries. The
note, which is due in 2011, has a fixed rate dadriest of 11 percent per annum payable semi-annaatlimposes certain restrictive covenants upoNéR-Jersey. The Class B common shares are non-
voting and pay dividends comparable to the Claseimon shares. In 2002, IR-Limited contributedrbge to a wholly owned subsidiary, which subsetjyeransferred portions of the note to several
other subsidiaries all of which are included in @ther Subsidiaries below. Accordingly, the sulzsids of IR-Limited remain creditors of IR-New 3ey.

The condensed consolidating financial statemergsemt IR-Limited and IR-New Jersey investmentheir subsidiaries using the equity method of antiog. Intercompany investments in the non-voting
Class B common shares are accounted for on themthibd and are reduced by intercompany dividehnisaccordance with generally accepted accountimgiples the amounts related to the issuance of
the Class B shares have been presented as cootuanég in Shareholders' Equity since the ClassBaisce on December 31, 2001. Balance sheet anfmenisusly presented as of December 31, 2001
have been reclassified to conform with this preson. The notes payable continue to be refleated liability on the balance sheet of IR-New Jeesel are enforceable in accordance with theirserm

Condensed Consolidating Income Statemel
For the year ended December 31, 2003

IR- IR- Othel Consolidatini  IR-Limited
In millions Limited New Jerse Subsidiarie  Adjustment Consolidate
Net revenue $ - $1,266.¢ $ 8,609.5 $ - $9,876.2
Cost of goods sol - 999.2 6,471.€ - 7,471.C
Selling and administrative expens - 304.1 1,234.Z - 1,538.2
Restructuring reversa - - 3.2 - 3.2
Operating (loss) incom - (36.4 906.5 - 870.1
Equity earnings in affiliates (net of ta 653.1 1,058.5 (122.3 (1,589.1 -
Interest expens - (141.6 (34.9 - (176.5
Intercompany interest and fe (5.9 (442.1 448.C - -
Other income (expense), r 2.7 (759.8 756.€ - (5.9
Earnings (loss) before income ta 644.5 (321.6 1,953.¢ (1,589.1 687.7
(Benefit) provision for income tax - (219.2 313.4 - 94.2
Earnings (loss) from continuing operati 644.5 (102.4 1,640.5 (1,589.1 593.t
Discontinued operations, net of t - (19.8 70.¢ - 51.C
Net earnings (loss $ 644.5 $ (122.2 $1,711.2 $(1,589.1 $ 644.E
Condensed Consolidating Income Statemel
For the year ended December 31, 2002

IR- IR- Othel Consolidatint  IR-Limited
In millions Limited New Jerse Subsidiarie  Adjustment Consolidate
Net revenue $ - $1,248.2  $7,642.7 $ - $8,891.C
Cost of goods sol (0.3 962.5 5,824.4 - 6,786.€
Selling and administrative expens - 275.2 1,148.¢ - 1,423.¢
Restructuring charge - 16.¢ 25.C - 41.¢€
Operating income (loss 0.2 (6.4 644.7 - 638.€
Equity earnings in affiliates (net of ta

before the cumulative effect of change
accounting principl 363.2 347.7 (39.2 (671.7 -

Interest expens - (186.6 (43.7 - (230.3
Intercompany interest and fe 97.2 (365.6 268.2 - -
Other income (expense), r 0.2 (38.2 12.¢ - (25.2
Earnings (loss) before income tas 461.C (249.1 842.¢ (671.7 383.1
(Benefit) provision for income tax¢ - (224.7 242.2 - 17.5
Earnings (loss) from continuing operatit 461.C (24.4 600.7 (671.7 365.€

Discontinued operations, net of t - (14.8 110.2 - 95.4




Earnings (loss) before cumulative eff

of change in accounting princig 461.C (39.2 710.¢ (671.7 461.C
Cumulative effect of change in account
principle, net of ta: (634.5 (634.5 (634.5 1,269.C (634.5
Net (loss) earning $(173.5 $ (673.7 $ 764 $ 597 $ (1735
Condensed Consolidating Income Statemel
For the year ended December 31, 2001
IR- IR- Othel Consolidatini  IR-Limited
In millions Limited New Jerse Subsidiarie Adjustment Consolidate
Net revenue $ - $1,200.C $7,342.C $ - $8,542.(
Cost of goods sol - 892.t 5,802.C - 6,694.5
Selling and administrative expens - 248.¢ 1,105.5 - 1,354.4
Restructuring charge - 25.5 48.2 - 73.7
Operating incom: - 33.1 386.2 - 419.4
Equity earnings in affiliates (net of ta - 342.¢ - (342.8 -
Interest expens - (203.0 (46.3 - (249.3
Intercompany interest and fe - (17.6 17.€ - -
Other income (expense), r - (81.4 41.2 - (40.1
Earnings (loss) before income ta - 73.¢ 398.¢ (342.8 130.C
(Benefit) provision for income tax - (178.2 128.2 - (50.0
Earnings (loss) from continuing operatic - 252.1 270.7 (342.8 180.C
Discontinued operations, net of t - (5.9 72.1 - 66.2
Net earnings (loss $ - $ 2462 $ 342¢ $(342.8 $ 2462
Condensed Consolidating Balance She
December 31, 2003
Othel Consolidatin¢ IR-Limited
- - IR- - . .
Inmillions IR-Limited New Jerse Subsidiarie Adjustment: Consolidate
Current asset:
Cash and cash equivalel $ 160.E $ 1041 $ 1931 $ - $ 4573
Marketable securitie - - 1.¢ - 1.¢
Accounts and notes receivable, 3.2 245.( 1,464. - 1,712.¢
Inventories, ne - 122.2 886.¢ - 1,009.1
Prepaid expenses and deferred income t 0.2 132.2 224.¢ - 357.1
Assets held for sal - - - - -
Accounts and notes receivable affilia (0.4 - 9,062.% (9,062.1 -
Total current asse 163.7 603.7 11,833.2 (9,062.1 3,538.€
Investment in affiliate 4,777.2 9,917.% 15,651.2 (30,345.7 -
Property, plant and equipment, | - 259.: 953.¢ - 1,213.1
Intangible assets, n - 160.€ 4,910.2 - 5,070.¢
Other asset - 105.Z 737.1 - 842.%
Total asset $4,940.¢ $11,046.1 $34,085.7 $(39,407.¢ $10,664.¢
Current liabilities:
Accounts payable and accru $ 4.z $ (111 $ 22591 $ - $ 2,252.%
Loans payable - 713.2 87.t - 800.7
Liabilities held for sale - - - - -
Accounts and note payable affiliai 443.% 774.5 7,844.1 (9,062.1 -
Total current liabilitie: 447.€ 1,476.¢ 10,190.7 (9,062.1 3,053.(
Long-term deb - 1,290.: 228.: - 1,518.¢
Note payable affiliats - 3,647.¢ - (3,647.4
Other noncurrent liabilitie - 207.¢ 1,392.] - 1,600.(
Total liabilities 447.€ 6,622. 11,811.1 (12,709.5 6,171.€
Shareholders' equit
Class A common shart 174.5 - - - 174.%
Class B common shar 135.: - - (135.c -
Common share - - 2,362.¢ (2,362.¢ -
Other shareholders' equ 9,221.¢ 5,304.¢ 24.,454.¢ (34,392.C 4,589.¢

Accumulated other comprehensive incc



(loss) 50.¢ (410.2 75. 13. (270.5
9,682.t 4,894.7 26,892.6  (36,876.7 4,493.7
Less: Contra accou (5,089.2 (471.0 (4,618.2 10,178.2 -
Total shareholders' equ 4,493.: 4,423.7 22,274.¢ (26,698.3 4,493.¢
Total liabilities and equit $4,940.¢ $11,046.1 $34,085.7 $(39,407.€¢ $10,664.¢
Condensed Consolidating Balance She
December 31, 2002
Othel Consolidating  IR-Limited
In millions IR-Limited IR-New Jerse Subsidiarie Adjustment: Consolidate
Current asset:
Cash and cash equivalel $ - $ 209.C $ 1337 $ - $ 342:
Marketable securitie - - 1.¢ - 1.¢
Accounts and notes receivable, - 113.¢ 1,279.2 - 1,392.¢
Inventories, ne - 136.] 1,045.2 - 1,181.C
Prepaid expenses and deferred income t - 55.2 324.( - 379.2
Assets held for sal - 1.« 819.¢ - 820.¢
Accounts and notes receivable affilie 1.: - 10,554.¢ (10,555.6 -
Total current asse 1.z 515.% 14,157.1 (10,555.6 4,118.1
Investment in affiliate 3,768.€ 12,239.1 3,313.¢ (19,321.3 -
Property, plant and equipment, | - 265.( 1,011.2 - 1,276.%
Intangible assets, n - 173.3 4,721.€ - 4,894.¢
Other asset 0.1 (37.8 558.( - 520.:
Total asset $3,770.C $13,154.¢ $23,761.¢ $(29,876.9 $10,809.¢
Current liabilities:
Accounts payable and accru $ - $ 104: $ 2,234¢ $ - $ 2,339.
Loans payable - 1,073.2 82.2 - 1,155.¢
Liabilities held for sale - - 303.¢ - 303.¢
Accounts and note payable affiliaf 291.¢ 3,236.7 7,027.1 (10,555.6 -
Total current liabilitie: 291.¢ 4,414.; 9,647.7 (10,555.6 3,798.1
Long-term debt - 1,854.¢ 237.% - 2,092.1
Note payable affiliat: - 3,647.¢ - (3,647.4 -
Other noncurrent liabilitie - 95.¢ 1,345.¢ - 1,441.%
Total liabilities 291.¢ 10,012.( 11,230.¢ (14,203.0 7,331.¢
Shareholders' equit
Class A common shart 169.Z - - - 169.-
Class B common shar 135.5 - - (135.3 -
Common share - - 2,362.¢ (2,362.8 -
Other shareholders' equ 8,551.7 4,040.¢ 15,034.2 (23,804.6 3,822.1
Accumulated other comprehensive (loss) (191.6 (418.9 (158.6 256.C (513.1
income
8,664.€ 3,621.¢ 17,238.¢ (26,046.7 3,478.2
Less: Contra accou (5,186.4 (479.C (4,707.4 10,372.8 -
Total shareholders' equ 3,478.2 3,142.¢ 12,531.( (15,673.9 3,478.2
Total liabilities and equit $3,770.C $13,154.¢ $23,761.€ $(29,876.9 $10,809.¢
Condensed Consolidating Statement of Cash Flov
For the year ended December 31, 2003
IR- IR- Othel IR-Limited
In millions Limited New Jerse Subsidiarie Consolidate
Net cash provided by (used in) operating activi ~ $146.4 $ 311.2 $(216.4 $ 241.2
Cash flows from investing activitie
Capital expenditure - (20.5 (87.4 (107.9
Proceeds from sale of property, plant and equip - 11.€ 35.1 46.7



Investments and acquisitions, net of ¢ (19.6 (1.5 (0.2 (21.3
Proceeds from business dispositit 43.0 395.5 312.¢ 751.4
Proceeds from sales and maturities

marketable securitie - 147.€ - 147.€
Cash (invested in) provided by or advances

from equity companie - - 1.3 1.3
Net cash provided by investing activiti 23.4 532.7 259.1 815.2
Cash flows from financing activitie
Net change in det - (924.2 (15.6 (939.8
Proceeds from the exercise of stock opti 2111 - - 2111
Dividends (paid) receive (220.4 8.C 89.2 (123.2
Net cash (used in) provided by financing activi (9.3 (916.2 73.€ (851.9
Net cash used in discontinued operati - (32.6 (60.5 (93.1
Effect of exchange rate changes on cash

cash equivalent - - 4.1 4.1
Net increase (decrease) in cash and cash equis 160.5 (104.9 59.¢ 115.E
Cash and cash equivale- beginning of periot - 209.C 133.2 342.2
Cash and cash equivale- end of perioc $160.5 $ 104.1 $ 193.1 $ 457.7
Condensed Consolidating Statement of Cash Flov
For the year ended December 31, 2002

IR- IR- Othel IR-Limited

Inmillions Limited New Jerse Subsidiarie Consolidate
Net cash provided by operating activit $170.0 $381.6 $ 417 $ 593.2
Cash flows from investing activitie
Capital expenditure - (29.7 (102.8 (122.5
Proceeds from sale of property, plant and equip - 6.8 37.4 44.2
Investments and acquisitions, net of ¢ - (2.8 (209.9 (112.7
Proceeds from sales and maturities

marketable securitie - - 5. 5.5
Cash (invested in) provided by or advances

from equity companie - - (21 (2.1
Net cash used in investing activiti - (5.7 (a71.9 (187.6
Cash flows from financing activitie
Net change in det - (172.5 (45.4 (217.9
Proceeds from the exercise of stock opti 36.8 - - 36.8
Dividends (paid) receive (206.8 7.6 84.2 (114.9
Net cash (used in) provided by financing activi (170.0 (164.9 38.¢ (296.0
Net cash (used in) provided by discontinued opemne - (15.4 131.C 115.€
Effect of exchange rate changes on cash

cash equivalent - - 2.¢ 2.¢
Net increase in cash and cash equival - 185.6 42.€ 228.2
Cash and cash equivalei- beginning of periot - 234 90.€ 114.C
Cash and cash equivale- end of perioc $ - $209.0 $ 133.2 $ 342.2
Condensed Consolidating Statement of Cash Flov
For the year ended December 31, 2001

IR- IR- Othel IR-Limited

Inmillions Limited New Jerse Subsidiarie Consolidatec




Net cash provided by operating activit $ - $222.6 $ 3024 $ 525.0

Cash flows from investing activitie

Capital expenditure - (215 (135.7 (157.2
Proceeds from sale of property, plant and equipt - - 37.8 37.8
Investments and acquisitions, net of ¢ - (9.2 (149.1 (158.3
Proceeds from business dispositit - - 17. 17.5
Proceeds from sales and maturities

marketable securitie - 103.9 (6.7 97.2
Cash (invested in) provided by or advances

from equity companie - - 11.7 11.7
Net cash provided by (used in) investing activi - 73.2 (224.5 (151.3

Cash flows from financing activitie

Net change in det - (86.9 (127.2 (2141
Proceeds from the exercise of stock opti - 9.7 - 9.7
Dividends paic - (1131 - (1131
Purchase of treasury sha - (72.5 - (72.5
Net cash used in financing activiti - (262.8 (127.2 (390.0
Net cash (used in) provided by discontinued opena - (9.6 48.4 38.8

Effect of exchange rate changes on cash

cash equivalent - - (5.5 (5.5)
Net increase (decrease) in cash and cash equis - 234 (6.4 17.0
Cash and cash equivale- beginning of periol - - 97.C 97.0
Cash and cash equivale- end of perioc $ - $ 234 $ 90.€ $ 114.0

NOTE 17 - SUBSEQUENT EVENT

On February 19, 2004, the Company announced thasiagreed to sell its Drilling Solutions businesi to Atlas Copco AB, for approximately $225 loih. The transaction, which is expected to be
completed in the second quarter of 2004, is sulbgedgulatory approvals. The Drilling Solutionssiness, which is currently included in the Compsuhyfrastructure Segment, manufactures drilling
equipment and accessories for the worldwide coastmy, mining, quarrying, and water-well drillingdustries. The business had 2003 revenues of aippately $300 million and employs approximately
950 people.

Report of Management

The accompanying consolidated financial statemies® been prepared by the Company. They confotmgeinerally accepted accounting principles anécefudgments and estimates as to the expected
effects of incomplete transactions and events bagegunted for currently. The Company believestti@accounting systems and related controlsitihaintains are sufficient to provide reasonable
assurance that assets are safeguarded, transatoagpropriately authorized and recorded, andinhecial records are reliable for preparing sfiohncial statements. The concept of reasonalslerasce

is based on the recognition that the cost of eesysf internal accounting controls must be relatetthe benefits derived. The Company maintainggarnal audit function that is responsible for leraéing

the adequacy and application of financial and dpegaontrols, and for testing compliance with Ca@mp policies and procedures.

The Audit Committee of the Board of Directors ismprised entirely of individuals who are not empley®f the Company. This committee meets periodieeith the independent auditors, the internal
auditors and management to consider audit resadtsadiscuss significant internal accounting colstrauditing and financial reporting matters. Fhalit Committee recommends the selection of the
independent auditors, who are then appointed bghlaecholders.

The independent auditors are engaged to perforaudit of the consolidated financial statementscicoadance with generally accepted auditing staredaftheir report follows.

[SI Herbert L. Henkel /SI Timothy R. McLevish
Herbert L. Henkel Timothy R. McLevish
Chairman, President and Senior Vice Presidand
Chief Executive Officer Chief Financial @fr

Report of Independent Auditors

To the Board of Directors of Ingersoll-Rand Compaiyited:

In our opinion, the accompanying consolidated bzdasheets, and the related statements of incorastsbiders' equity and cash flows present fainyali material respects, the financial position of
Ingersoll-Rand Company Limited and its subsidigrihe successor company to Ingersoll-Rand Compariyecember 31, 2003 and 2002, and the resultsipfiperations and their cash flows for each of
the three years in the period ended December 31,20 conformity with accounting principles gernigraccepted in the United States of America. Ehfissancial statements are the responsibility ef th
Company's management; our responsibility is to@sgpan opinion on these financial statements basedr audits. We conducted our audits of thesstents in accordance with auditing standards
generally accepted in the United States of Amenxidach require that we plan and perform the awithtain reasonable assurance about whether thecfal statements are free of material misstatement
An audit includes examining, on a test basis, exigesupporting the amounts and disclosures initla@dial statements, assessing the accountingipiéscused and significant estimates made by
management, and evaluating the overall financabstent presentation. We believe that our auditgige a reasonable basis for our opinion.

As discussed in Note 5 to the consolidated findrst&ements, on January 1, 2002, the Company ed&fAS No. 142, "Goodwill and Other Intangible éiss'

PricewaterhouseCoopers LLP
Florham Park, New Jersey
February 4, 2004, except for Note 17 for whichdhee is February 19, 2004



Exhibit 21

Name of Subsidiary % owned by IR
ARGENTINA:

Ingersoll-Rand Argentina S.A.I.C. 100.00%
AUSTRALIA:

100.00%

Ingersoll-Rand (Australia) Superannuation Pty. Ltd. 100.00%
Ingersoll-Rand Architectural Hardware (Australiay.R.imited 100.00%
McAlpine Australia Pty Limited 100.00Y
McAlpine Hussmann (Australia) Pty Limited 100.00Y
McAlpine Hussmann Pty Limited 100.00%
Triangle Refrigeration Pty. Ltd. 100.00%
AUSTRIA :

Interflex Datensysteme Gesmbh 100.00%
BARBADOS:

Hussmann International Sales Corporation 100.00%
Ingersoll-Rand (Barbados) Corporation 100.00%
Ingersoll-Rand (Barbados) Holding Incorporated 100.00Y
NT USA FSC INC. 100.00%
BELGIUM:

Dresser-Rand Machinery Repair Belgie N.V. 100.00Y
Ingersoll-Rand Benelux, N.V. 100.00%
100.00%

Koxka Belgium 100.00Y
100.00%

Thermo King Belgium N.V. 100.00Y
BERMUDA:

Ingersoll-Rand Global Holding Company Limited 100.00Y
Ingersoll-Rand World Trade Ltd. (Bermuda) 100.00%
IR Techno Holding Company Limited 100.00%
St. Michael's Insurance Limited 100.00y
Woodcliff Insurance Ltd. 100.00y
BRAZIL:

Dresser-Rand Comercio e Industria Ltda. 100.00%
Dresser-Rand do Brazil, Ltda. 75.00%
Fastecnica Instalacoes e Assistencia Tecnica Ltda 100.00¥
Hussmann do Brasil Ltda. 100.00y
Industria e Comercio Aro do Brasil Ltda. 100.00y
Ingersoll-Rand do Brasil Ltda. 100.00%
Thermo King do Brasil, Ltda. 99.99¥
CANADA:

Bobcat Equipment Ltd. 100.00%
Dresser-Rand Canada, Inc. 100.00y
ETC Electronic Technologies Incorporated 100.00Y
Hussmann Canada Holdings Limited 100.00%
Hussmann Canada Inc. 100.00¥
Ingersoll-Rand Canada, Inc. 100.00Y
NT Dor-O-Matic of Toronto Inc. 100.00y
CHILE:

Comercial Ingersoll-Rand (Chile) Limitada 100.00Y
Hussmann Chile S.A. 100.00%
Ingersoll-Rand Company (Chile) y Cia Ltda. 100.00%
IR- Bobcat Chile S.A. 50.00%
CHINA:

Changzhou Superay Tools Co., Ltd. 100.00%
Dresser-Rand Compressor Co., Ltd. Shanghai 60.00%

Dresser-Rand Compressor (Suzhou) Ltd. 100.00Y



Guangzhou Hussmann Refrigeration Company,

Ingersoll-Rand (China) Investment Company Limited
Ingersoll-Rand (Guilin) Tools Company Limited

Ingersoll-Rand (Wuxi) Road Machinery Company Lirdite
Ingersoll-Rand Drilling Machinery (Zhangjiakou) Cpany Limited
Ingersoll-Rand Machinery (Shanghai) Company Limited
Luoyang Hussmann Refrigeration Company

Nanjing Ingerso-Rand Compressor Co., Ltd.

Shanghai Air-Tec Compressor Solutions Co., Ltd.

Shanghai Ingersoll-Rand Compressor Limited

Thermo King Container Temperature Control (Suzh@ayporation Ltd.

Thermo King Dalian Transport Refrigeration Compaunited
Triangle Refrigeration International Trading (Shhaiy Co. Limited
Xuanhua Ingersoll-Rand Mining & Construction Matkd.

CZECH REPUBLIC:

Bobcat Equipment CR s.r.0.
Dresser-Rand Czech S.R.O.
Emerson Electric, s.r.o.
Ingersoll-Rand Czech Republic s.r.o.
IRCR Manufacturing s.r.o.

Thermo King Czech Republic, s.r.o.

DENMARK:
NT Randi A/S
Thermo King Container-Denmark A/S

FRANCE:

ABS Distribution S.A.

ABG France S.A.R.L.

Bricard S.A.

Bobcat France S.A.

Cacir, S.A.

100.00%

Dresser-Rand S.A.-France

Guerville Riquier Serrurerie Sarl.
Ingersoll-Rand Equipements de Construction
Ingersoll-Rand Equipements de Production S.A.
IR Services S.A.R.L.

Koxka France SARL

Montabert

Mustad S.A.

Normbau France S./

Sambron GmbH

S.A. Etablissements Charles Maire

SA CAP France

Security System France Sarl.

GERMANY:

ABG Allgemeine Baumaschinen Gesellschaft mbH
Best Matic Vermogensverwaltungs GmbH

Bobcat Parts Service GmbH

Dresser-Rand GmbH

GHH-Rand Schraubenkompressoren GmbH
100.00%

Ingersoll-Rand Beteiligungs und GrundstucksverwajsiGmbH
Ingersoll-Rand GmbH

IR Security and Safety GmbH

Ingersoll-Rand Service GmbH

Ingersoll-Rand Wasserstrahl-Schneidtechnik GmbH
Interflex Datensysteme GmbH & Co. KG

IR Deutsche Holding GmbH

Koxka Deutschland GmbH

Normbau Beschlage und Ausstattungs Gn

Thermo King Deutschland GmbH

HONG KONG:
Hussmann Tempcool (Hong Kong) Limited
Ingersoll-Rand (Hong Kong) Limited

100.00¥
100.00%
90.00%
92.00%
100.00%
100.00%
55.00%
80.00%
100.00%
80.00%
90.00%
75.00%
100.00%
100.00¥

100.00%
100.00¥

10.00%
100.00%
100.00¥
100.00¥

100.00¥
100.00¥

26.63%
100.00%
30.00%
100.00¥
100.00¥

100.00%

30.00%
100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00¥

29.99Y%

100.00%
100.00¥
100.00¥
100.00%
100.00¥

100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00%
100.00%

100.00%
100.00%



Ingersol-Rand Superay Holdings Limite
Koolzone Asia Limited
Superay International Limited

HUNGARY:
Hussmann Refrigeration (Hungary) KFT.

Ingersoll-Rand Hungary Central Europe Group Finag¢iLC

ICELAND:
Ingersoll-Rand Finance Islandi slf.

INDIA:

Dresser-Rand India Private Limited
Ingersoll-Rand (India) Limited
Ingersoll-Rand Wadco Tools Private Limited
Thermo King India Private Limited

INDONESIA:
PT Dresser-Rand Services Indonesia
PT Ingersoll-Rand Indonesia

IRELAND:

Ingersoll-Rand Company (Ireland) Limited
Ingersoll-Rand International Limited
Ingersoll-Rand Irish Holdings

Ingersoll-Rand Technical and Services Limited

Spanashview

Thermo King European Manufacturing Limited

Thermo King Ireland Limited
Thermo King Services Limited
Thermo King Total Kare Limited

ITALY:

Cisa S.p.A.

Dresser-Rand ltalia S.r.l.
Hussmann Koxka lItalia S.r.I.
Ingersoll-Rand Italia S.r.l.
Ingersoll-Rand Italiana S.p.A.

JAPAN:

Bobcat Corporation
Dresser-Rand Japan, Ltd.
100.00%

Thermo King Japan, Ltd.

KOREA:
Ingersoll-Rand Korea Limited

LUXEMBOURG:

Ingersoll-Rand Lux International S.a.r.l.
Ingersoll-Rand Lux Roza S.a.r.l.
Ingersoll-Rand Luxembourg United S.a.r.l.
Ingersoll-Rand Worldwide Capital S.a.r.l.

MALAYSIA:

Dresser-Rand & Enserv Services Sdn. Bhd.
Dresser-Rand Asia Pacific Sdn. Bhd.
Hussmann Tempcool (Malaysia) Limited
Ingersoll-Jati Malaysia Sdn. Bhd.
Ingersoll-Jati Manufacturing Sdn. Bhd.

MEXICO:

Dresser-Rand de Mexico S.A.
Dresser-Rand Services srl

Hussmann American, S. de R.L. de C.V.
Hussmann-Mexico, S. de R.L. de C.V.
Hussmann-Servicios, S. de R.L. de C.V.
Industrias Frigorificas, S.A. de C.V.
Ingersoll-Rand S.A. de C.V.

75.00%
100.00%
100.00¥

60.00%
100.00¥

100.00%

100.00%
74.00%
74.00%

100.00%

100.00%
100.00%

100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00%
100.00%

30.00%
100.00¥
100.00¥
100.00%
100.00%

100.00%
100.00%

100.00¥

100.00¥

100.00%
100.00¥
100.00¥
100.00%

49.00%
100.00%
100.00¥

49.00%
100.00%

100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥



Schlage de Mexico S.A. de C.

NETHERLANDS:

Cielle B.V.

Dresser-Rand B.V.

Dresser-Rand International B.V.
Dresser-Rand Services B.V.

Hussmann Netherlands B.V.
Ingersoll-Rand European Holding Company B.V.
Ingersoll-Rand Holdings (Netherlands) B.V.
Ingersoll-Rand Service B.V.

Interflex Datasystems B.V.

Sonna Il B.V.

Thermo King Netherlands B.V.

Thermo King Transportkoeling B.V.

NEW ZEALAND:

Club Car Limited

Contract Refrigeration Ltd.

Ingersoll-Rand Architectural Hardware Limited
Koxka New Zealand Ltd.

McAlpine Hussmann Ltd.

McAlpine Industries Ltd.

McAlpine Investments Limited

NIGERIA:
Dresser-Rand (Nigeria) Ltd.

NORWAY:
Dresser-Rand A/S

PERU:
Hussmann Del Peru, SA
Ingersoll-Rand Company of Peru S.A.

PHILIPPINES:
Ingersoll-Rand Philippines, Inc.

POLAND:
Hussmann Koxka Poland, Spzoo

PORTUGAL:

Comingersoll-Comercio e Industria de Equipamerfo4,R.L.

PUERTO RICO:
Ingersoll-Rand de Puerto Rico, Inc.

RUSSIA:
Instrum-Rand
OO0 ABG Service Center

SINGAPORE:

Cisatron Pte. Ltd. Singapore
Dresser-Rand (SEA) Pte. Ltd.

Hussmann Tempcool Holdings PTE. Ltd.
Hussmann Tempcool Singapore Pte. Ltd.
Ingersoll-Rand South East Asia (Pte.) Ltd.
NT Asia (Singapore) Pte. Limite

SOUTH AFRICA:
Ingersoll-Rand Company South Africa (Pty.) Limited

SPAIN:

Cisa Cerraduras S.A.

Hussmann Koxka, S.L.

Ingersoll-Rand Iberica, S.L.
Ingersoll-Rand Rodamientos Holding, S.L.
Ingersoll-Rand Servicios, S.A.

Koxka Levante S.A.

100.00¥

30.00%
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥
100.00%
100.00%
100.00¥
100.00¥

100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00%

50.00%

100.00%

100.00¥
100.00%

100.00%

100.00¥

20.65Y%

100.00¥

59.80%
100.00¥

30.00%
100.00¥
50.00%
100.00%
100.00¥
100.00¥

100.00¥

27.60%
100.00¥
100.00%
100.00¥
100.00¥

60.00%



Koxka Valladolid, S.A
Palladio S.A.
Reftrans, S.A.

SWEDEN:
Ingersoll-Rand AB
Ingersoll-Rand Best-Matic AB

SWITZERLAND:

Dresser-Rand Sales Company S.A.
Dresser-Rand Services, S.a.r.l.

Ingersoll-Rand Acceptance Company S.A.
Ingersoll-Rand Equipment & Consulting S.A.R.L.
Ingersoll-Rand International Sales S.A.
Ingersoll-Rand Investment Company S.A.
100.00%

Ingersoll-Rand S.A.

Ingersoll-Rand Services & Engineering Company
Ingersoll-Rand Technical & Services S.A.R.L.
Interflex Datensysteme AG

I-R Trading S.A.

Klemm Bohrtechnik AG

THAILAND:
Hussmann Thailand Co. Ltd.

TURKEY:
IR Emniyet ve Guvenlik Sistemleri Sanayi A.S. (IBcBrity
& Security Industrial Company)

UNITED KINGDOM:

AJS Parts Limited

Best-Matic International Limited

Blackrod Europe Limited

Blaw-Knox Company

Bondpaint Limited

Briton Door Controls Limited

C.A.P. Sales Limited

Capital Metalworks Limited

CISA (UK) Plc.

Compressed Air Parts Limited

D.A. Thomas (Northern) Limited
Dresser-Rand (UK) Ltd.

Dresser-Rand Company Ltd.-UK

GBS Europe Limited

Hussmann Europe Limited

Hussmann Holdings, Ltd.

Hussmann (Europe) Pension Trustee Company Limited
Ingersoll-Rand Dor-O-Matic Limited
Ingersoll-Rand (New Zealand) Limited
Ingersoll-Rand Company Limited
Ingersoll-Rand European Financial Services plc.
Ingersoll-Rand European Sales Limited
Ingersoll-Rand Financial Services Limited
Ingersoll-Rand Holdings Limited
Ingersoll-Rand Irish Treasury Services Limited
Interflex Data Systems Ltd.

Interflex Time & Access Ltd.

IR Security & Safety Limited

Laidlaw Architectural Hardware Limited
Laidlaw Thomson Group Limited

Newman Tonks (Amersham) Limite
Newman Tonks (Kings Norton) Limite
100.00%

Newman Tonks (Overseas Holdings) Limi
Newman Tonks (Woodford Green) Limit:
Newman Tonks Limite:

Newman Tonks Management Services Lim|
NT Access Limitec

51.00%
29.99%
85.00%

100.00%
100.00¥

100.00%
100.00¥
100.00%
100.00%
100.00¥
100.00¥

100.00%
100.00%
100.00¥
100.00¥
100.00%

99.98Y%

75.00%

100.00%

100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥
100.00%
100.00%

25.20%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00¥
100.00¥
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00%

100.00%
100.00¥
100.00¥
100.00%
100.00%



NT Acquisition Limited

NT Architectural Hardware Limite
NT Door Controls Limitec

NT Group Properties Limite

NT Laidlaw (Anglia) Limited

NT Laidlaw (Eastern) Limite:

NT Laidlaw (South East) Limite
NT Laidlaw (South West) Limite
NT Laidlaw (South) Limitec

NT Legge Limited

NT Martin Roberts Limitec

NT Normbau Limitec

NT Partition Systems Limite

NT Projects Limitec

NT Railing Systems Limite

NT Security Limited

NT Separal Limitec

R. Cartwright & Co. Limited
Randall Taximeters Limited
Roconeco Limited

100.00%

The Southwark Bridge Leasehold Property Companyiteain
Thomas Laidlaw (Tayforth) Limited
Thomas Laidlaw Limited

William Newman & Sons, Limited

UNITED STATES

Armoro, Inc.

Blaw-Knox Construction Equipment Corporation
CDS Midwest Inc.

Checker Flag Parts, Inc.

Chesley Industries, Inc.

CISA Security Products, Inc.

Clark Business Services Corporation
Clark Distribution Services Inc.

100.00%

Club Car Inc.

Commercial Refrigeration Co.
Compressed Air Parts, Inc.

Crystal Refrigeration, Inc.

Design & Build Construction, Inc.

Dixie Pacific Manufacturing Company, LLC
Dor-O-Matic Inc.

Dor-O-Matic of Mid Atlantic States, Inc.
DR Acquisition, LLC

DR Holding Corp.

Dresser-Rand Company

Dresser-Rand Global Services, LLC
Dresser-Rand Holding Company
Dresser-Rand Overseas Sales Company
Dresser-Rand Power, Inc.

Earth Force America, Inc.

Electronic Technologies Corporation USA
Falcon Lock Company LLC

Harrow Industries, LLC

Harrow Products, LLC

Harrow Products, LLC (Delaware)
Hussmann Corporation

Hussmann Holdings, Inc.

Hussmann International, Inc.

IDP Acquisition, LLC

Improved Machinery, Inc.

Ingersoll-Rand Asia Pacific Inc.

100.00%

Ingersoll-Rand Company

Ingersoll-Rand Construction Services, Inc.
Ingersoll-Rand Energy Systems Corporation
Ingersoll-Rand Enhanced Recovery Company
100.00%

Ingersoll-Rand International Sales LLC

100.00¥
100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥
100.00%
100.00%

100.00¥
100.00¥
100.00%
100.00%

100.00%
100.00¥
100.00¥
100.00%
100.00%

30.00%
100.00¥
100.00%

100.00%
100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥

100.00%
100.00%
100.00¥
100.00¥

100.00%



Ingersoll-Rand International, Inc.
Ingersoll-Rand Italian Holding LLC
Ingersoll-Rand Liability Management Company
Ingersoll-Rand Plus, LP

Ingersoll-Rand Sales Company, LLC
Ingersoll-Rand Services Company
Ingersoll-Rand Spanish Holding LP

100.00%

Ingersoll-Rand US United, LLC

Ingersoll-Rand Western Hemisphere Trade Corporation

Ingersoll-Rand Worldwide, Inc.
Ingersoll-Rand, Inc.

Integrated Access Systems, Inc.
Interflex N.A., Inc.

I-R E-Medical, Inc.

IR Receivables Funding | Corporation
IR Receivables Funding Il Corporation
IR of Reno, Inc.

Krack Corporation

Marlorch, Inc.

McCartney Manufacturing Company, Inc.
MFP, LLC

Monarch Hardware and Mfg. Company, LLC
Multiphase Power and Processing Technologies, LLC
100.00%

Nelson Refrigeration Inc

Newman Tonks, USA, LL(
Newmar-Tonks Holdings LLC
Newmar-Tonks Investments, LLC
Niject Services Compar

Northwest Arkansas Refrigeration C
NRS Investments, Int

Paragon Engineering Services, Inc.
Perimeter Bobcat, Inc.

Recognition Systems, Inc.
Refrigeration Engineering, Inc.
Refrigeration Service & Design, Inc.
Roconeco Corporation

Rogers Refrigeration Co., Inc.

S&S Corporation

SBG Holding Corp.

100.00%

Schlage Lock Company LLC

100.00%

Tafco-Mabry & Haynes, LLC

Tavant Technologies, Inc.

Taylor Industries, Inc.

Terry D. Carter Service Co., Inc.
100.00%

Thermo King de Puerto Rico, Inc.
Thermo King Enterprises Company
Thermo King SVC, Inc.

Thermo King Trading Company
Touch-Plate International, Inc.
Turbodyne Electric Power Corporation
Von Duprin, Inc.

WHS Refrigeration Services, Inc.

UZBEKISTAN:
Service Center

VENEZUELA:
Aro de Venezuela, C.A.
Dresser-Rand de Venezuela, S.A.

ZAMBIA:
Ingersoll-Rand Limited (Zambia)

ZIMBABWE:
Ingersoll-Rand Zimbabwe (Private) Ltd.

100.00¥
100.00%
100.00¥
100.00¥
100.00%
100.00¥
100.00¥

100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00%

99.00%
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥
100.00%

50.00%

100.00¥
100.00¥
100.00%
100.00%

50.00%
100.00¥
100.00%

40.00%
100.00¥
100.00%
100.00%
100.00¥
100.00¥
100.00%
100.00%
100.00¥

100.00¥

100.00¥

19.50%
100.00¥
100.00%

100.00¥
100.00¥
100.00¥
100.00%
100.00¥
100.00¥
100.00%
100.00%

49.00%

100.00%
100.00%

100.00%

100.00%






CERTIFICATION

I, Herbert L. Henkel, certify that:

1.

5.

| have reviewed the annual report on Form 1dFKgersoll-Rand Company Limited;

Based on my knowledge, this report does notado any untrue statement of a material fact oit torstate
a material fact necessary to make the statemeade, in light of the circumstances under wiieth
statements were made, not misleading witheesto the period covered by this report;

Based on my knowledge, the financial statémemd other financial information included insthéport,
fairly present in all material respects financial condition, results of operations and cteWs of the
registrant as of, and for, the periods prein this report;

The registrant's other certifying officer dratte responsible for establishing and maintaimdisglosure

controls and procedures (as defined in ExgbaAct Rules 13a-15(e) and 15d-15(e)) for thesteat
and have:

a. Designed such disclosure contals procedures, or caused such disclosure comindls
procedures to be designed undesupervision, to ensure that material infornmatielating to the
registrant, including its coridated subsidiaries, is made known to us by othvtsn those
entities, particularly duringetperiod in which this report is being prepared;

b. Evaluated the effectiveness efrigistrant's disclosure controls and procedurdpeesented in
this report our conclusions afthe effectiveness of the disclosure controls amdedures, as of
the end of the period coveredtiy report based on such evaluation; and

c. Disclosed in this report any o the registrant's internal control over finaheeporting that
occurred during the registranttsst recent fiscal quarter that has materiallg&d, or is
reasonably likely to materiadiffect, the registrant's internal control over fin&l reporting; and

The registrant's other certifying officer drithve disclosed, based on our most recent evatuaf
internal control over financial reporting,the registrant's auditors and the audit commiifabe
registrant's board of directors (or perspeigorming the equivalent functions):

a. All significant deficiencies andtarial weaknesses in the design or operationtefrial control
over financial reporting which aeasonably likely to adversely affect the registsability to
record, process, summarize andrtdmancial information; and

b. Any fraud, whether or not matertaht involves management or other employees wke ha
significant role in the registrarinternal control over financial reporting.

Date: February 26, 2004 /sétbert L. Henkel

Herbert L. Henkel
Principal Exec@ti@fficer

Exhibit 31



CERTIFICATION

I, Timothy R. McLevish, certify that:

1.

| have reviewed the annual report on FdéaK of Ingersoll-Rand Company Limited;

Based on my knowledge, this report doésantain any untrue statement of a material factnoit to
state a material fact necessary to miagestatements made, in light of the circumstancéguwhich
such statements were made, not misleaditigrespect to the period covered by this report;

Based on my knowledge, the financial stetets, and other financial information includedhis report,
fairly present in all material respedts financial condition, results of operations aaditflows of the
registrant as of, and for, the periodsspnted in this report;

The registrant's other certifying officerdd are responsible for establishing and maintgmlisclosure
controls and procedures (as defined irhBrge Act Rules 13a-15(e) and 15d-15(e)) for thestent

and have:

a. Designed such disclosure contals procedures, or caused such disclosure comindls
procedures to be designed undesupervision, to ensure that material infornmatielating to the
registrant, including its coridated subsidiaries, is made known to us by otiwittsn those
entities, particularly duringetperiod in which this report is being prepared;

b. Evaluated the effectiveness efrigistrant's disclosure controls and procedurdpeesented in
this report our conclusions atibe effectiveness of the disclosure controls pnattedures, as of
the end of the period coveredtiy report based on such evaluation; and

c. Disclosed in this report any o the registrant's internal control over finaheeporting that
occurred during the registranttsst recent fiscal quarter that has materiallg@tfd, or is
reasonably likely to materiadiffect, the registrant's internal control over fingl reporting; and

5. The registrant's other certifying offieerd | have disclosed, based on our most recenb@i@h of

internal control over financial reportjrig the registrant's auditors and the audit cotemiof the
registrant's board of directors (or passperforming the equivalent functions):

a. All significant deficiencies andtarial weaknesses in the design or operationtefrial control
over financial reporting whicteaeasonably likely to adversely affect the regists ability to
record, process, summarize apdrtdinancial information; and

b. Any fraud, whether or not matertaht involves management or other employees wke ha
significant role in the registrarinternal control over financial reporting.

Date: February 26, 2004 /sl Tthy R. McLevish

Timothy R. McLevish
Principal Financidfficer

Exhibit 31.



Exhibit 32

Section 1350 Certifications
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002
(Subsections (a) and (b) of Section 1350, ChapteB 6f Title 18, United States Code)

Pursuant to Section 906 of the Sarbanes-Oxt#yA2002 (Subsections (a) and (b) of Section 1350
Chapter 63 of Title 18, United States Codegheaf the undersigned officers of Ingersoll-Randrpany
Limited (the Company), does hereby certify that

The Annual Report on Form 10-K for the yearesh®ecember 31, 2003 (the Form 10-K) of the
Company fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchafgteof
1934 and information contained in the Form 1€akKly presents, in all material respects, theficial
condition and results of operations of the Camp

/sl Herbert L. Henkel
Herbert L. Henkel
Chief Executive Officer
February 26, 2004

/sl Timothy R. McLevish
Timothy R. McLevish
Chief Financial Officer
February 26, 2004



Exhibit 10.35

December 12, 2003 - Revised December 24, 2003

Michael W. Lamach
XXXXXXXXXKRXXXKKXKXK
XXXXXXXXKKXXXKKXKX

Dear Mike,

I am pleased to offer you the position of Seniacé/President and Sector President reporting tawitle responsibility for the leadership of IngersBland's Security & Safety business located in
Indianapolis, Indiana. You will be presented to Buard of Directors at the February 4, 2004, baaeéting for election as a Senior Vice President@ffiter of Ingersoll-Rand Company Limited to take

effect on the date of your election.
The following is the outline of our offer:

1. Your starting base salary will be aanual rate of $450,000 (four hundred fifty thowb&).S.
dollars) paid monthly.

2. You will be eligible for an annual enttive opportunity targeted at 90% of salary dependpon your
performance and the performance oéisgll-Rand Company Limited. For performance ye&di4
provided you begin employment by MaBdh 2004, the Company will calculate your annnakntive
as if you had worked the entire year.

3. You will be recommended for a sign-oraasvof 50,000 (fifty thousand) non-qualified stamtions.
This award is subject to approval by @ompensation Committee of the Board of Direcftive
"Committee") and to the terms and ctiods of awards made under our Incentive Stock.PMour
award recommendation will be considdrgdhe Committee at its February 4, 2004, meefiingse
options will be priced at the Fair Markalue of Ingersoll-Rand stock (using the defimitin the
Incentive Stock Plan of the averagéhefhigh and low price of Ingersoll-Rand stock be New
York Stock Exchange on the day of thieBoard of Directors' meeting, provided you haheady
begun employment. If not, the saméooppricing process will be applied on your firstydof
employment following the Februar{neeting). Stock option awards vest over a three-period,
one third eachyear.

In future years, starting February 2085 will be eligible to receive stock option adamunder the
Plan as administered by the Commit®erently, yourannual target stock option award level is
45,000 option shares. Annual stockaspiwards are contingent on, and variable withGbmpany's
financial performance and your perfonce

4. Additionally, you will be recommended fosign-on award of 9,000 IR performance sharess&h
shares will be contributed to the Conyixecutive Deferred Compensation Plan (EDCP) and
invested in the IR stock fund; the vaii# fluctuate with the value of IR's share priged dividends.

These performance shares will becomesdestcording to the following schedule:

2,500 First anniversaneafployment date.
2,500 Second anniversargroployment date.
4,000hird anniversary of employment date.
9,000

Distribution of these performance shavilsoccur according to the rules of the EDCP,,iaurrently no
sooner than the February following thstirey date. The EDCP currently allows participantdefer "in
service" distributions with one year'vaice notice, and this provision will be made al## to you
under the rules in effect at the timelistribution.

5.  You will be recommended as a participarthinIR Performance Share Program for an award0sfos
performance shares for performance ye@428wards under the IR Performance Share Program a
both contingent on, and variable with,iaebment of specific objectives. The objectivesestblished
each year by the Chairman and Board oédars, and include several strategic objectivediat
improving organizational effectiveness argeral financial performance metrics, which i02Were
E.P.S., Cash Flow and R.O.1.C. These asyairéarned, are distributed each year in Febr(iary
February 2005 for performance year 20049ding the Board's approval.

6. You will be eligible for the complete pragn of employee benefits offered to all IngersolhRaalaried
employees in accordance with the termscamdiitions of those plans. Please note that gradical
and life insurance coverage with Ingergadhd will commence on the first day of the mortofving
employment. A summary of Ingersoll-Raridlg benefits is enclosed. Further, as an Offi¢éhe
Company, you have been nominated and apdrfor participation in the company's Elected €fi
Supplemental (Pension) Program, undetettmas and conditions of that plan, with the exaapthat you
will be credited with 17 years serviceseffby all of your retirement benefits earned dt XCbrief
summary of that plan is enclosed.

. You will be recommended for the standafitef's change of control agreement.

~

. You will be entitled to paid vacation incacdance with company policy, which in your castis weeks
per calendar year.

©

You will be eligible for the company's Redbion Program.

©

10. You will be provided a company automobil@atordance with our company car policy, whichéary
case provides an executive automobile wighuirchase value of up to $60,000. A portion eftibnefit
will be imputed to your statement of grazsome for tax purposes.

11. You will be eligible for the company's Exé&ea Health Program, a copy of which is enclosed.

=

12. You will be eligible for the company's tastae and financial planning services offered tgtopAYCO.
A portion of the service will be imputeslytour statement of gross income for tax purposes.

13. In the unlikely event of your involuntagriination from Ingersc-Rand within the five years from yo



date of hire for other than gross causeaasideration for your release of whatever claimght be
made, you will receive severance of eightmonth's base salary plus whatever Annual Ineenti
Matrix (AIM) award is earned at the corsibn of the year of separation.

14. This offer is conditional upon satisfactpplassing a drug test and fulfilling the requiretsesf the
Immigration Reform and Control Act of 1986

Mike, we all believe that you can make a significemntribution in this new role and would very muii¢e to have you on our executive team. | am whenft that you have the potential for significant
advancement in the Company, and | look forwardstaldishing a development plan and regular mergas@ssions with you to facilitate our aspiratiomsyfour career at Ingersoll Rand.

In the meantime, please contact Sharon Elliott @03-3563), or myself, if you have any questions.

Sincerely,

Herbert L. Henkel
Chairman, President and Chief Executive Officer

cc: R. C. Butler - Executive Director Compation and Benefits

Attachments: Elected Officer Supplemental (Pensiknogram
Ingersoll-Rand's Key BeneStsmmary
Executive Health Program Suamyn

Offer Accepted By:

/sl Michael Lamach Date:
Michael Lamact




