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INGERSOLL -RAND COMPANY LIMITED 
CONDENSED CONSOLIDATED INCOME STATEMENT 

Three months ended Nine months ended 
September 30, September 30, 

    
In millions, except per share amounts  2004   2003     2004   2003  

Net revenues  $ 2,368.0   $ 2,064.0   $ 6,934.6   $ 6,002.3  
Cost of goods sold     1,738.8      1,523.7      5,076.3      4,474.7  
Selling and administrative expenses        351.0         329.4      1,035.9         968.4  
Restructuring reversals              -            (1.9)                -            (1.9) 
  
Operating income        278.2         212.8           822.4         561.1  
Interest expense        (35.7)        (42.1)      (116.1)      (135.7) 
Other income (expense), net            5.1           (3.9)              0.2           (4.8) 
  
Earnings before income taxes        247.6         166.8         706.5         420.6  
Provision for income taxes          42.0           21.6             99.0           50.4  
  
Earnings from continuing operations        205.6         145.2         607.5         370.2  
Discontinued operations, net of tax          32.2             9.4             96.0           76.9  
  
Net earnings  $    237.8   $    154.6     $    703.5   $    447.1  



   

Basic earnings per common share: 
Earnings from continuing operations  $      1.19   $      0.85   $      3.50   $      2.18  
Discontinued operations, net of tax          0.18           0.05             0.55           0.45  
  
Net earnings  $      1.37   $      0.90     $      4.05   $      2.63  

            
Diluted earnings per common share: 
Earnings from continuing operations  $      1.18   $      0.83   $      3.46   $      2.15  
Discontinued operations, net of tax          0.18           0.05             0.54           0.45  
  
Net earnings  $      1.36   $      0.88     $      4.00   $      2.60  

            
Dividends per common share  $      0.25   $      0.19     $      0.63   $      0.53  

        
See accompanying notes to condensed consolidated financial statements. 

INGERSOLL -RAND COMPANY LIMITED 
CONDENSED CONSOLIDATED BALANCE SHEET 

In millions  September 30, 2004   December 31, 2003  

ASSETS 
Current assets: 
  Cash and cash equivalents  $      440.7   $      417.2  
  Accounts and notes receivable, net       1,577.8        1,403.0  
  Inventories       1,026.5           858.0  
  Prepaid expenses and deferred income taxes          285.7           286.8  
  Assets held for sale          850.5          1,051.6  
    
        Total current assets       4,181.2        4,016.6  

Property, plant and equipment, net          997.1        1,066.0  
Goodwill       4,154.2        4,162.6  
Intangible assets, net          617.6           632.0  
Other assets          819.6             787.7  
    
        Total assets    $ 10,769.7     $ 10,664.9  

          
LIABILITIES AND EQUITY 
Current liabilities: 
  Accounts payable   $      658.8   $      620.3  
  Accrued expenses and other current liabilities       1,251.6        1,282.4  
  Loans payable          621.7           797.0  
  Liabilities held for sale          350.9             438.9  
    
        Total current liabilities       2,883.0        3,138.6  
  
Long-term debt       1,356.4        1,518.4  



   

Postemployment and other benefit liabilities       1,074.8        1,071.1  
Other noncurrent liabilities          536.5             443.5  
    
        Total liabilities       5,850.7          6,171.6  
    

Shareholders' equity: 
  Class A common shares          176.7           174.5  
  Other shareholders' equity       5,004.8        4,589.3  
  Accumulated other comprehensive income        (262.5)          (270.5) 
    
        Total shareholders' equity       4,919.0          4,493.3  
    
        Total liabilities and shareholders' equity    $ 10,769.7     $ 10,664.9  

      
See accompanying notes to condensed consolidated financial statements. 

INGERSOLL -RAND COMPANY LIMITED 
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS 

Nine months ended September 30,  
  
In millions  2004    2003  

Cash flows from operating activities: 
Earnings from continuing operations   $ 607.5   $ 370.2  
Adjustments to arrive at net cash used in operating activities: 
Depreciation and amortization     127.1            128.3  
Restructure of operations            -               (1.9) 
Changes in other assets and liabilities, net    (288.1)         (450.9) 
Other, net       39.5                (3.6) 
  
Net cash provided by operating activities     486.0                42.1  

        
Cash flows from investing activities: 
Capital expenditures      (65.2)           (68.4) 
Acquisitions, net of cash      (28.6)           (19.6) 
Proceeds from business disposition     226.2            740.4  
Proceeds from sale of property, plant and equipment       41.5              31.2  
Other, net         1.6                (5.0) 
  
Net cash provided by investing activities     175.5              678.6  

Cash flows from financing activities: 
Decrease in short-term borrowings      (23.7)         (124.0) 
Proceeds from long-term debt         2.4                1.2  
Payments of long-term debt    (318.5)           (743.9) 
  
Net change in debt    (339.8)         (866.7) 
Dividends paid    (109.4)           (90.2) 
Purchase of treasury shares    (282.6)                 -   
Proceeds from exercise of stock options       98.5              143.4  
  



 
INGERSOLL-RAND COMPANY LIMITED  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S  
 

Note 1 - In the opinion of management, the accompanying condensed consolidated financial statements contain all adjustments, which include normal recurring 
adjustments, necessary to present fairly the consolidated unaudited financial statements at September 30, 2004 and for the quarter and nine-month period ended 
September 30, 2004.  

The accompanying condensed consolidated financial statements should be read in conjunction with the consolidated financial statements included in the Ingersoll-
Rand Company Limited (the Company or IR-Limited) Annual Report on Form 10-K for the year ended December 31, 2003.  The accompanying condensed 
consolidated financial statements restate the three and nine months ended September 30, 2003, and the December 31, 2003 amounts previously presented in order 
to report the Company's Drilling Solutions business unit (Drilling Solutions) and Dresser-Rand business unit (Dresser-Rand) as discontinued operations.  

The accompanying condensed consolidated financial statements include the results of Hussmann International, Inc. (Hussmann) and its majority-owned 
subsidiaries.  Since the 2000 acquisition, all Hussmann operations were included in the consolidated financial statements on a 15-day lag basis for U.S. operations 
and a one-month lag basis for all non-U.S. operations.  Due to process improvements, the 15-day and one-month lags were eliminated as of the beginning of fiscal 
year 2004 for Hussmann and its majority-owned subsidiaries.  The resulting net loss of $16.4 million was recorded directly to retained earnings during the first 
quarter of 2004.  

Note 2 - Under the Company's incentive stock plans, approved in 1995 and 1998, key employees have been granted options to purchase Class A common shares.  
The Company continues to account for these plans under the recognition and measurement principles of APB No. 25, "Accounting for Stock Issued to 
Employees."  Accordingly, no compensation expense is recognized for employee stock options since options granted are at prices not less than fair market value at 
the date of grant.  The plans also authorize stock appreciation rights and stock awards, which result in compensation expense.  Additionally, the Company 
maintains a shareholder-approved Management Incentive Unit Award Plan, which results in compensation expense.  Compensation expense is recognized as a 
result of vesting and the Company's Class A common share price.  Fluctuations in the Company's Class A common share price increase or decrease the 
compensation expense.  

The following table is presented in accordance with Statement of Financial Accounting Standard (SFAS) No. 148, "Accounting for Stock-Based Compensation - 
Transition and Disclosure" and illustrates the effect on net income and earnings per share if the Company had applied the fair value recognition provisions of 
SFAS No. 123, "Accounting for Stock-Based Compensation," to stock-based employee compensation:  

Net cash used in financing activities    (633.3)           (813.5) 

Net cash provided by (used in) discontinued operations       15.3              (23.0) 
  

Effect of exchange rate changes on cash and cash equivalents         3.8                  4.4  
  

Effect of change in fiscal year end of business      (23.8)                   -   
  

Net increase (decrease) in cash and cash equivalents       23.5          (111.4) 
Cash and cash equivalents - beginning of period     417.2              284.4  
  
Cash and cash equivalents - end of period  $ 440.7            $ 173.0  

        
See accompanying notes to condensed consolidated financial statements. 

Three  months Nine  months 
ended  September  30, ended  September  30, 

    
In  millions,  except  per  share  amounts  2004      2003      2004      2003   

Net  earnings,  as  reported  $  237.8    $  154.6    $  703.5    $    447.1   
Add:  Stock-based  employee  compensation 
        expense  included  in  reported  net 
        income,  net  of  tax                 2.5                   8.4               13.5                 15.6   
Deduct:  Total  stock-
based  employee  compensation 
        expense  determined  under  fair  value  based 
        method  for  all  awards,  net  of  tax                 9.3                 14.8                 33.3                   35.5   



Note 3 - On August 25, 2004 the Company agreed to sell Dresser-Rand to a fund managed by First Reserve Corporation, a private-equity firm, for cash of 
approximately $1.2 billion. The sale was completed on October 29, 2004.  Dresser-Rand is now shown as discontinued operations, net of tax, for all periods.  
Dresser-Rand is engaged in the design, manufacture, sale, and service of gas compressors, gas and steam turbines, and generators. Dresser-Rand had 2003 
revenues of approximately $1.3 billion and employed approximately 4,500 people and has manufacturing and service facilities worldwide.  

On February 19, 2004, the Company agreed to sell Drilling Solutions, to Atlas Copco AB, for approximately $225 million.  The sale of the U.S. and most 
international operations was completed on June 30, 2004.  The sale of Drilling Solutions assets held by Ingersoll-Rand (India) Limited, was subject to approval by 
the Indian company's shareholders, and was completed in the third quarter of 2004.  Drilling Solutions, which was previously included in the Company's 
Infrastructure Segment, is shown as discontinued operations, net of tax, for all periods.  The Company realized an after-tax gain of $40.0 million on the disposition, 
which is included in "Discontinued operations, net of tax" for the nine-month period ended September 2004.  The gain is subject to working capital and other final 
purchase price adjustments.  Drilling Solutions manufactures drilling equipment and accessories for the worldwide construction, mining, quarrying, and water-well 
drilling industries.  Drilling Solutions had 2003 revenues of approximately $300 million and employed approximately 950 people.    

During 2003, the Company sold three businesses.  Effective February 16, 2003, the Company sold its Engineered Solutions Business (Engineered Solutions) to 
The Timken Company (Timken).  For the year ended December 31, 2003, the Company recognized an after-tax gain of $58.2 million on the disposition, which 
was included in "Discontinued operations, net of tax."  The gain was subject to working capital and other final purchase price adjustments that were resolved 
during the third quarter of 2004, which resulted in recording an additional gain of $19.2 million, net of tax in the third quarter of 2004.  During the first quarter of 
2004, the Company received pre-tax payments of approximately $31.5 million for claims filed under the Continued Dumping and Subsidy Offset Act of 2000 on 
behalf of a subsidiary included in Engineered Solutions.  These payments have been included in "Discontinued operations, net of tax."  The antidumping duty is 
levied when the U.S. Department of Commerce determines that imported products are being sold in the United States at less than fair value causing material injury 
to a United States industry.  

Also during 2003, the Company sold its Laidlaw business unit, previously included as part of the Company's Security and Safety Segment.  The Company 
recorded an after-tax loss of $7.6 million on the disposition, which was included in "Discontinued operations, net of tax" for the year ended December 31, 2003.  
Also in 2003, the Company sold its Waterjet business unit for approximately $46.5 million.  The Company recognized an after-tax gain of $18.2 million (subject to 
a working capital adjustment) on the disposition, which was included in "Discontinued operations, net of tax" for the year ended December 31, 2003.  During the 
first quarter of 2004, the working capital adjustment was finalized, which resulted in an additional $0.4 million of after-tax gain being recorded.   

Discontinued operations also include costs related to Ingersoll-Dresser Pump Company (IDP), which was sold in 2000.  These include retained employee benefits 
and product liability costs, primarily related to asbestos claims.  

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

Total results from discontinued operations for the three months ended September 30, 2004 and 2003 were $32.2 million (net of $14.3 million of tax expense) and 
$9.4 million (net of $5.5 million of tax expense), respectively.  For the nine months ended September 30, 2004 and 2003, the total results from discontinued 
operations were $96.0 million (net of $57.1 million of tax expense) and $76.9 million (net of $78.7 million of tax expense), respectively.  

The assets and liabilities of discontinued operations included in "Assets held for sale" and "Liabilities held for sale" represent the assets and liabilities of Dresser-
Rand for all periods presented, and Drilling Solutions as of December 31, 2003, and are as follows:  

  
Pro  forma  net  earnings  $  231.0      $  148.2      $  683.7      $    427.2   

Basic  earnings  per  share: 
        As  reported  $      1.37    $      0.90    $      4.05    $        2.63   
        Pro  forma             1.33               0.86               3.94                 2.51   

Diluted  earnings  per  share: 
        As  reported  $      1.36    $      0.88    $      4.00    $        2.60   
        Pro  forma             1.32                 0.85                 3.88                   2.49   

Three months ended Nine months ended 
September 30, September 30, 

    
In millions  2004     2003     2004     2003  

Net revenues  $ 220.7   $ 472.7   $ 813.0   $ 1,403.2  
Pretax earnings (loss)       11.0          (4.4)         53.0             18.1  

In millions  September 30, 2004   December 31, 2003  

Assets 



Note 4 - Inventories are stated at cost, which is not in excess of market.  Most U.S. manufactured inventories are valued on the last-in, first-out (LIFO) method.  
The major exception to this is in the Climate Control Segment, where U.S. manufactured inventories are valued on the first-in, first-out (FIFO) method.  All other 
inventories are valued using the FIFO method.  The composition of inventories is as follows:  

Note 5 - The changes in the carrying amount of goodwill for the nine months ended September 30, 2004, is as follows:   

The following table sets forth the gross amount and accumulated amortization of the Company's intangible assets:  

Current assets  $ 445.0   $    573.5  
Property, plant and equipment, net       93.9         147.1  
Goodwill, net       24.7           25.4  
Intangible assets, net     246.2         250.9  
Other assets and deferred income taxes       40.7             54.7  
    
        Assets held for sale    $ 850.5     $ 1,051.6  

Liabilities 
Current liabilities  $ 281.4   $    353.3  
Other noncurrent liabilities     69.5        85.6  
    
        Liabilities held for sale    $ 350.9     $    438.9  

In millions September 30, 2004  December 31, 2003  

Raw materials and supplies  $    268.1   $ 224.3  
Work-in-process        203.5      148.2  
Finished goods        636.2        554.9  
    

    1,107.8      927.4  
Less - LIFO reserve          81.3          69.4  
    
  Total    $ 1,026.5     $ 858.0  

    Climate       Industrial           Security     
In millions   Control       Solutions     Infrastructure     and Safety   Total 

Balance at December 31, 2003  $  2,577.6       $ 112.2   $  901.6     $ 571.2   $   4,162.6  
Dispositions           (0.6)               -             -               -             (0.6) 
Translation and adjustments*           (8.9)             4.0         (3.0)           0.1            (7.8) 

Balance at September 30, 2004    $  2,568.1         $ 116.2       $  898.6       $ 571.3     $   4,154.2  

  
* Represents adjustments as a result of final allocations of purchase price.   

September 30, 2004     December 31, 2003 
      

 Gross   Accumulated       Gross   Accumulated  
In millions  amount   amortization       amount   amortization  

Customer relationships  $   384.9   $   42.1       $   384.9   $  34.4  
Software       135.0        52.0            121.1       35.1  
Trademarks           7.1          6.5                7.1         6.2  
Other         64.0          33.2                66.7         32.5  



Intangible asset amortization expense for the three months ended September 30, 2004 and 2003 was $11.2 million and $8.0 million, respectively.  Intangible asset 
amortization expense for the nine months ended September 30, 2004 and 2003 was $27.9 million and $26.9 million, respectively.  Estimated intangible asset 
amortization expense for each of the next five fiscal years is expected to be $38.2 million in 2005, $37.5 million in 2006, $24.3 million in 2007, $19.6 million in 
2008, and $16.0 million in 2009.  

During the nine months ended September 30, 2004, the Company recorded software additions in the amount of  $14.2 million, with an amortization period of five 
years.  

Note 6 - Information on basic and diluted shares is as follows:  
   

Diluted earnings per share computations for the nine months ended September 30, 2004 and 2003 excluded the weighted-average effect of the assumed exercise of 
approximately 0.1 million and 1.3 million shares issuable under stock benefit plans, respectively.  Excluded for the three months ended September 30, 2003 were 
2.9 million shares and for the three months ended September 30, 2004 there were no shares excluded.  These shares were excluded because the effect on the 
computation of earnings per share would be anti-dilutive.  

Note 7 - The components of comprehensive income are as follows:   

Included in accumulated other comprehensive income at September 30, 2004, is $7.6 million related to the fair value of derivatives qualifying as cash flow hedges, 
of which $8.0 million of expense is expected to be reclassified to earnings over the twelve-month period ending September 30, 2005.  The actual amounts that will 
be reclassified to earnings over the next 12 months may vary from this amount as a result of changes in market conditions.  Additionally, $0.4 million, related to an 
interest rate swap used as a cash flow hedge of the forecasted issuance of debt, will be reclassified to earnings between October 1, 2004 and May 15, 2006.  No 
amounts were reclassified to earnings during the quarter in connection with forecasted transactions that were no longer considered probable of occurring.  At 
September 30, 2004, the maximum term of derivative instruments that hedge forecasted transactions for foreign currency hedges was 12 months.  At September 
30, 2004, the maximum term of derivative instruments that hedge forecasted transactions for commodity hedges was three months.   

In connection with the sale of Engineered Solutions to Timken, the Company received approximately 9.4 million shares of Timken common stock valued at $140 
million at the time of sale.  For the three and nine months ended September 30, 2003, the Company recorded an unrealized loss of $12.7 million, net of tax, and an 

    
Total amortizable intangible assets       591.0      133.8            579.8     108.2  
Total indefinite lived intangible assets - trademarks       160.4               -               160.4              -   
    
Total    $   751.4     $ 133.8         $   740.2     $108.2  

  Three months ended    Nine months ended  
  September 30,    September 30,  
    
In millions  2004     2003     2004     2003  

Weighted-average number of basic shares     173.1     171.6      173.6       170.3  
Shares issuable under incentive stock plans         1.9           3.2            2.2             1.5  
  
Weighted-average number of diluted shares     175.0       174.8        175.8         171.8  

  Three months ended   Nine months ended  
  September 30,   September 30,  
    
In millions  2004     2003     2004     2003  

Net earnings  $ 237.8   $154.6   $ 703.5   $  447.1  
Other comprehensive income: 
  Foreign currency translation adjustment       26.3        (7.0)         0.2       171.5  
  Change in fair value of derivatives qualifying 
      as cash flow hedges, net of tax       (4.4)        1.7          7.8       (12.9) 
  Unrealized (loss) gain on marketable securities, 
      net of tax           -       (12.7)           -            2.4  
  Minimum pension liability adjustment, net of tax           -               -               -        (57.6) 
  
Comprehensive income  $ 259.7     $136.6     $ 711.5     $  550.5  



unrealized gain of $2.4 million, net of tax, respectively, on the change in price of the Timken shares.  In October of 2003, the Company sold all of the Timken 
shares resulting in pre-tax proceeds of approximately $147.6 million.  

Note 8 - The Company is involved in various litigations, claims and administrative proceedings, including environmental and product liability matters.  Amounts 
recorded for identified contingent liabilities are estimates, which are reviewed periodically and adjusted to reflect additional information when it becomes 
available.  Subject to the uncertainties inherent in estimating future costs for contingent liabilities, management believes that the liability, which may result from 
these legal matters, would not have a material adverse effect on the financial condition, results of operations, liquidity or cash flows of the Company.  

In assessing its potential environmental liability, the Company bases its estimates on current laws and regulations and current remediation technologies.  The 
Company does not discount its liability or assume any insurance recoveries.  

Ingersoll-Rand Company (IR-New Jersey), a Company subsidiary, is a defendant in numerous asbestos-related lawsuits in state and federal courts.  In virtually all 
of the suits a large number of other companies have also been named as defendants.  The claims against IR-New Jersey generally allege injury caused by exposure 
to asbestos contained in certain of IR-New Jersey's products.  Although IR-New Jersey was neither a producer nor a manufacturer of asbestos, some of its formerly 
manufactured products utilized asbestos-containing components, such as gaskets, purchased from third-party suppliers.  

In assessing its potential asbestos liability, the Company bases its estimates on current laws, an assessment of the nature of current claims, its claims settlement 
experience and insurance coverage.  All claims resolved to date have been dismissed or settled, and IR-New Jersey's average settlement amount per claim has been 
nominal.  For the nine months ended September 30, 2004, total costs for settlement and defense of asbestos claims after insurance recoveries and net of tax were 
approximately $12.3 million as compared to $13.1 million for the nine months ended September 30, 2003.  The Company believes that its reserves and insurance 
are adequate to cover its asbestos liabilities and the costs of defending against them.  

The Company sells product on a continuous basis under various arrangements through institutions that provide leasing and product financing alternatives to retail 
and wholesale customers. Under these arrangements, the Company is contingently liable for loan guarantees and residual values of equipment of approximately 
$8.9 million, including consideration of ultimate net loss provisions. The risk of loss to the Company is minimal, and historically, only immaterial losses have been 
incurred relating to these arrangements since the fair value of the underlying equipment that serves as collateral is generally in excess of the contingent liability.  
Management believes these guarantees will not adversely affect the condensed consolidated financial statements.  

Beginning in 2005, the Company could be required, based on the attainment of certain operating results, to purchase a majority interest in a joint venture.  
Currently, the Company estimates the target purchase price for the remaining 70% equity interest to be approximately $240 million, plus the assumption of 
approximately $200 million of debt.  However, this price is contingent upon the future operating performance of the joint venture.  The Company continues to 
evaluate the advisability of accelerating the acquisition if terms and conditions are favorable to the Company.  

The Company has remained contingently liable for approximately $31.2 million relating to performance bonds associated with prior sale of products of IDP, which 
the Company divested in 2000.  The acquirer of IDP is the primary obligor under these performance bonds.  However, should the acquirer default under these 
arrangements the Company would be required to satisfy these financial obligations.  The Company estimates that $1.7 million of the obligation will expire during 
2004.  The remainder extends through 2008.  

The Company is contingently liable for customs duties in certain non-U.S. countries, which totaled $3.2 million at September 30, 2004.  These amounts are not 
accrued as the Company intends on exporting the product to another country for final sale.   

In connection with the disposition of certain businesses and facilities, the Company has indemnified the purchasers for the expected cost of remediation of 
environmental contamination, if any, existing on the date of disposition.  Such expected costs are accrued when environmental assessments are made or remedial 
efforts are probable and the costs can be reasonably estimated.  

The following table represents the changes in the product warranty liability for the nine months ended September 30, 2004:  

Note 9 - The Company sponsors several postretirement plans that cover certain eligible employees.  These plans provide for health care benefits, and in some 
instances, life insurance benefits.  Postretirement health plans generally are contributory and contributions are adjusted annually.  Life insurance plans for retirees 
are primarily noncontributory.  The Company funds the postretirement benefit cost principally on a pay-as-you-go basis.  The components of net periodic 
postretirement benefits cost for the three and nine months ended September 30, were as follows:  

In millions 2004  

Beginning balance     $  160.3  
Reductions for payments      (63.1) 
Accruals for warranties issued during the period        83.3  
Changes to accruals related to preexisting warranties        (1.2) 
Translation            3.0  
    
Ending balance      $  182.3  

  Three months ended    Nine months ended 
  September 30,    September 30, 
    
In millions  2004     2003     2004     2003  



In December 2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003 ("the Act") was enacted.  The Act introduced a government 
provided subsidy based on a percentage of a beneficiary's annual prescription drug benefits, within defined limits, and the opportunity for a retiree to obtain 
prescription drug benefits under Medicare.  The Company adopted FASB Staff Position 106-2 as of April 1, 2004.   The Company and its actuarial advisors 
determined that most benefits provided by the plan were at least actuarially equivalent to Medicare Part D.  The Company remeasured the accumulated 
postretirement benefit obligation effects of the Act as of April 1, 2004.  The effect of the federal subsidy to which the Company is entitled has been accounted for 
as an actuarial gain of $68.2 million.  The subsidy will have the effect of reducing postretirement benefit expense for 2004 by $7.9 million.  The components of the 
reduction in expense were a decrease in the amortization of the actuarial loss of $4.6 million, a reduction in service cost of $0.2 million and a reduction in the 
interest cost on the benefit obligation of $3.1 million.  Approximately $2.6 million was recorded in the second and third quarters of 2004 as a reduction in net 
postretirement benefit expense.  Net postretirement benefit expense for the fourth quarter of 2004 will include a similar reduction in expense due to the effects of 
the Act.  

The assumptions used for 2004 expense are a discount rate and health care cost trend rate of 6.00% and 11.00%, respectively.  The assumptions used for the first 
quarter of 2004 were determined to be appropriate as of April 1, 2004 when the postretirement plan was remeasured to reflect the federal subsidy.  In 2003, the 
postretirement plan was remeasured as of the date of sale of Engineered Solutions and the discount rate used was decreased from 6.75% to 6.50%, while the health 
care cost trend rate remained at 11.00% for 2003.  The curtailment gain in 2003 relates to the sale of Engineered Solutions in February 2003.  

Note 10 - The Company has noncontributory pension plans covering substantially all U.S. employees.  In addition, certain non-U.S. employees in other countries 
are covered by pension plans.  The Company's pension plans for U.S. non-collectively bargained employees provide benefits on a modest final average pay 
formula.  The Company's U.S. collectively bargained pension plans principally provide benefits based on a flat benefit formula.  Non-U.S. plans provide benefits 
based on earnings and years of service.  In addition, the Company maintains other supplemental benefit plans for officers and other key employees.  The 
components of the Company's net pension cost for the three and nine months ended September 30, include the following:  

A curtailment loss was recorded in the second quarter of 2004 relating to the sale of Drilling Solutions in one of its non-U.S. locations.  Curtailment and settlement 
gains were recorded in the first quarter of 2003 relating to the sale of Engineered Solutions.   

The discount rate, rate of compensation increase and the expected rate of return on plan assets used to calculate pension expense for U.S. plans for 2004 are 6.00%, 
4.00% and 8.75%, respectively.  The net periodic pension cost for non-U.S. plans for 2004 is based on the benefit obligation assumptions used at December 31, 
2003.  The benefit assumptions for the non-U.S. plan remeasured due to the sale of Drilling Solutions remained the same due to similar economic conditions.   

The Engineered Solutions employees participated in the largest U.S. pension plan and a remeasurement of that plan was required as of the sale date.  Prior to the 
remeasurement date in February 2003, the discount rate used for all plans was 6.75%.  Upon remeasurement, the Company's largest plan used a 6.50% discount 
rate.  The rate of compensation increase and the expected rate of return on plan assets used to calculate pension expense for U.S. plans for 2003 were 4.00% and 
8.75%, respectively.  The net periodic pension cost for non-U.S. plans for 2003 was based on the benefit obligation assumptions used at December 31, 2002.  

The Company made a discretionary contribution of $40.0 million to its pension plans in the nine months ended September 30, 2004, as well as  $20.0 million in 

Service cost  $     2.6   $    2.9   $     7.9   $      8.8  
Interest cost       13.9       15.1        42.9         45.3  
Net amortization and deferral losses         2.2           0.7            8.1             2.1  
  
Net periodic postretirement benefit cost       18.7       18.7        58.9         56.2  
Curtailment gain           -             -             -          (6.9) 
  
Net postretirement benefit expense  $   18.7     $  18.7     $   58.9     $    49.3  

  Three months ended   Nine months ended  
  September 30,    September 30,   
    
In millions  2004     2003     2004     2003  

Service cost  $   10.3   $  10.2  $   36.6   $    35.0  
Interest cost       44.0       43.5      133.9       130.7  
Expected return on plan assets     (56.2)     (46.3)   (168.1)    (132.8) 
Net amortization of unrecognized: 
    Prior service cost         2.3         2.0          6.6           5.9  
    Transition amount         0.3         0.2          0.7           0.6  
    Plan net losses          5.3           8.1          16.2           24.2  
  
Net pension cost          6.0       17.7        25.9         63.6  
Curtailment/settlement losses/(gains)           -            0.8            0.6         (10.3) 
  
Net pension cost after curtailments/settlements  $     6.0     $  18.5     $   26.5     $    53.3  



required employer contributions.  

Note 11 - A summary of operations by reportable segment is as follows:  

Note 12 - As part of a corporate reorganization, IR-Limited guaranteed all of the issued public debt securities of IR-New Jersey.  The subsidiary issuer, IR-New 
Jersey, is 100% owned by the parent, IR-Limited, the guarantees are full and unconditional, and no other subsidiary of the Company guarantees the securities. The 
following condensed consolidated financial information for IR-Limited, IR-New Jersey, and all their other subsidiaries is included so that separate financial 
statements of IR-New Jersey are not required to be filed with the U.S. Securities and Exchange Commission.   

IR-Limited issued Class B common shares to IR-New Jersey in exchange for a $3.6 billion note and shares of certain IR-New Jersey subsidiaries.  The note, which 
is due in 2011, has a fixed rate of interest of 11% per annum payable semi-annually and imposes certain restrictive covenants upon IR-New Jersey.  The Class B 
common shares are non-voting and pay dividends comparable to the Class A common shares.  In 2002, IR-Limited contributed the note to a wholly owned 
subsidiary, which subsequently transferred portions of the note to several other subsidiaries, all of which are included in "Other Subsidiaries" below.  Accordingly, 
the subsidiaries of IR-Limited remain creditors of IR-New Jersey.  

The condensed consolidating financial statements present IR-Limited and IR-New Jersey investments in their subsidiaries using the equity method of accounting.  
Intercompany investments in the non-voting Class B common shares are accounted for on the cost method and are reduced by intercompany dividends.  

Three months ended Nine months ended 
September 30, September 30, 

  
In millions  2004       2003       2004       2003    

Net revenues 
Climate Control                  $      694.4        $      683.8     $   2,059.2     $   1,896.9    
Industrial Solutions                      398.7                         348.1                1,130.0                1,002.4    
Infrastructure                         811.5                         614.7                2,424.7                1,929.8    
Security and Safety                      463.4                         417.4                1,320.7                1,173.2    
  
      Total  $   2,368.0       $   2,064.0       $   6,934.6       $   6,002.3    

Operating income     
Climate Control             $         78.6                   $         67.0                $      228.0           $     147.4    
Industrial Solutions                            46.4                               26.3                         123.6                               65.8    
Infrastructure                               99.4                               59.3                         326.8                         217.8    
Security and Safety                            76.4                               88.5                         211.2                         226.7    
Unallocated corporate expense                          (22.6)      (28.3)                       (67.2)                        (96.6) 
  
      Total $      278.2              $      212.8                    $      822.4                  $      561.1    

Condensed Consolidating Income Statement 
For the three months ended September 30, 2004 

IR- IR- Other Consolidating IR-Limited 
In millions Limited New Jersey Subsidiaries Adjustments Consolidated 

Net revenues  $         -    $    364.8   $ 2,003.2   $           -    $ 2,368.0  
Cost of goods sold             -          282.4      1,456.4                -       1,738.8  
Selling and administrative expenses             -              82.9           268.1                  -            351.0  

  
Operating income             -            (0.5)        278.7                -          278.2  
Equity earnings in affiliates (net of tax)      240.5         170.8           84.9       (496.2)               -   
Interest expense             -          (28.5)          (7.2)               -          (35.7) 
Intercompany interest and fees         (2.2)        (99.4)        101.6                -                 -   
Other income (expense), net         (0.5)            26.9           (21.3)                 -                5.1  

  
Earnings before income taxes      237.8           69.3         436.7       (496.2)        247.6  
(Benefit) provision for income taxes             -            (22.7)            64.7                  -              42.0  

  
Earnings (loss) from continuing operations      237.8           92.0         372.0       (496.2)        205.6  
Discontinued operations, net of tax             -              (7.3)            39.5                  -              32.2  
    



Net earnings     $  237.8     $      84.7     $    411.5     $  (496.2)    $    237.8  

                
                

Condensed Consolidating Income Statement 
For the three months ended September 30, 2003 

IR- IR- Other Consolidating IR-Limited 
In millions  Limited New Jersey Subsidiaries Adjustments Consolidated 

Net revenues  $         -    $    286.4   $ 1,777.6   $           -    $ 2,064.0  
Cost of goods sold             -          223.9      1,299.8                -       1,523.7  
Selling and administrative expenses             -            87.2         242.2                -          329.4  
Restructuring reversals -                   -              (1.9)                 -              (1.9) 

  
Operating income             -          (24.7)        237.5                -          212.8  
Equity earnings in affiliates (net of tax)      155.6           75.8           11.1       (242.5)               -   
Interest expense             -          (33.8)          (8.3)               -          (42.1) 
Intercompany interest and fees         (1.3)      (101.5)        102.8                -                 -   
Other income (expense), net          0.3             26.5           (30.7)                 -              (3.9) 

  
Earnings before income taxes      154.6         (57.7)        312.4       (242.5)        166.8  
(Benefit) provision for income taxes             -            (65.2)            86.8                  -              21.6  

  
Earnings (loss) from continuing operations      154.6             7.5         225.6       (242.5)        145.2  
Discontinued operations, net of tax             -              28.2             (0.9)          (17.9)              9.4  
    
Net earnings     $  154.6     $      35.7     $    224.7     $  (260.4)    $    154.6  

                  
                  
Condensed Consolidating Income Statement 
For the nine months ended September 30, 2004 

IR- IR- Other Consolidating IR-Limited 
In millions Limited New Jersey Subsidiaries Adjustments Consolidated 

Net revenues  $         -    $ 1,027.4   $ 5,907.2   $            -    $ 6,934.6  
Cost of goods sold             -          803.3      4,273.0                 -       5,076.3  
Selling and administrative expenses          0.1           245.5           790.3                   -         1,035.9  

  
Operating income         (0.1)        (21.4)        843.9                 -          822.4  
Equity earnings in affiliates (net of tax)      711.5         459.7         251.8      (1,423.0)               -   
Interest expense         (0.2)        (93.4)        (22.5)                -        (116.1) 
Intercompany interest and fees         (4.8)      (281.6)        286.4                 -                 -   
Other income (expense), net         (2.9)            62.9           (59.8)                  -                0.2  

  
Earnings before income taxes      703.5         126.2      1,299.8      (1,423.0)        706.5  
(Benefit) provision for income taxes             -          (112.6)          211.6                   -              99.0  

  
Earnings (loss) from continuing operations      703.5         238.8      1,088.2      (1,423.0)        607.5  
Discontinued operations, net of tax             -              12.9             83.1                   -              96.0  
    
Net earnings     $  703.5     $    251.7     $ 1,171.3     $ (1,423.0)    $    703.5  

                
                

Condensed Consolidating Income Statement 
For the nine months ended September 30, 2003 

IR- IR- Other Consolidating IR-Limited 
In millions Limited New Jersey Subsidiaries Adjustments Consolidated 

Net revenues  $         -    $    843.1   $ 5,159.2   $            -    $ 6,002.3  
Cost of goods sold             -          681.4      3,793.3                 -       4,474.7  
Selling and administrative expenses             -          252.2         716.2                 -          968.4  
Restructuring reversals             -                   -              (1.9)                  -              (1.9) 



  
Operating income             -          (90.5)        651.6                 -          561.1  
Equity earnings in affiliates (net of tax)      451.1         282.7         (21.7)        (712.1)               -   
Interest expense             -        (109.6)        (26.1)                -        (135.7) 
Intercompany interest and fees         (4.1)      (318.6)        322.7                 -                 -   
Other income (expense), net          0.1               2.6             (7.5)                  -              (4.8) 

  
Earnings before income taxes      447.1       (233.4)        919.0         (712.1)        420.6  
(Benefit) provision for income taxes             -          (203.2)          253.6                   -              50.4  

  
Earnings (loss) from continuing operations      447.1         (30.2)        665.4         (712.1)        370.2  
Discontinued operations, net of tax             -            111.3               7.0             (41.4)            76.9  

  
Net earnings    $  447.1     $      81.1     $    672.4     $    (753.5)    $    447.1  

                  
                  
Condensed Consolidating Balance Sheet 
September 30, 2004 

Other Consolidating IR-Limited 
In millions IR-Limited IR-New Jersey Subsidiaries Adjustments Consolidated 

Current assets: 
Cash and cash equivalents  $        6.4   $      179.3   $      255.0   $              -    $      440.7  
Accounts and notes receivable, net            1.5           273.3        1,303.0                   -         1,577.8  
Inventories, net               -           141.8           884.7                   -         1,026.5  
Prepaid expenses and deferred income taxes            0.2             91.5           194.0                   -            285.7  
Assets held for sale               -                  -           850.5                   -            850.5  
Accounts and notes receivable affiliates          15.2                  -      12,637.8      (12,653.0)                 -   

  
     Total current assets          23.3             685.9        16,125.0        (12,653.0)         4,181.2  

Investment in affiliates     5,307.2      11,612.2      15,056.2      (31,975.6)                 -   
Property, plant and equipment, net               -           230.9           766.2                   -            997.1  
Intangible assets, net               -           155.1        4,616.7                   -         4,771.8  
Other assets               -           193.1           626.5                   -            819.6  

  
     Total assets    $ 5,330.5     $ 12,877.2     $ 37,190.6     $ (44,628.6)    $ 10,769.7  

Current liabilities: 
Accounts payable and accruals  $        4.4   $      115.1   $   1,790.9   $              -    $   1,910.4  
Loans payable                -           559.4             62.3                   -            621.7  
Liabilities held for sale               -                  -           350.9                   -            350.9  
Accounts and note payable affiliates        407.1        1,324.3      10,921.6      (12,653.0)                 -   

  
     Total current liabilities        411.5          1,998.8        13,125.7        (12,653.0)         2,883.0  

Long-term debt               -        1,128.5           227.9                   -         1,356.4  
Notes payable affiliates               -        3,647.4                  -         (3,647.4)                 -   
Other noncurrent liabilities               -           147.9        1,463.4                   -         1,611.3  

  
     Total liabilities        411.5          6,922.6        14,817.0        (16,300.4)         5,850.7  

  

Shareholders' equity: 
Class A common shares        176.7                  -                  -                    -            176.7  
Class B common shares        135.3                  -                  -            (135.3)                 -   
Common shares               -                  -        2,362.8        (2,362.8)                 -   
Other shareholders' equity     9,552.4        6,800.9      24,495.4      (35,843.9)       5,004.8  
Accumulated other comprehensive income          59.0           (383.2)              56.5                  5.2           (262.5) 

  
    9,923.4        6,417.7      26,914.7      (38,336.8)       4,919.0  



Less:  Contra account   (5,004.4)        (463.1)     (4,541.1)      10,008.6                  -   
  

     Total shareholders' equity     4,919.0          5,954.6        22,373.6        (28,328.2)         4,919.0  
  

     Total liabilities and equity    $ 5,330.5     $ 12,877.2     $ 37,190.6     $ (44,628.6)    $ 10,769.7  

                  
                  
Condensed Consolidating Balance Sheet 
December 31, 2003 

  Other Consolidating IR-Limited 
In millions IR-Limited IR-New Jersey Subsidiaries Adjustments Consolidated 

Current assets: 
Cash and cash equivalents  $    160.5   $      104.1   $      152.6   $              -    $      417.2  
Accounts and notes receivable, net            3.4           221.4        1,178.2                   -         1,403.0  
Inventories, net               -           106.6           751.4                   -            858.0  
Prepaid expenses and deferred income taxes            0.2           132.1           154.5                   -            286.8  
Assets held for sale               -             69.5           982.1                   -         1,051.6  
Accounts and notes receivable affiliates          (0.4)                 -        9,062.5        (9,062.1)                 -   

  
     Total current assets        163.7             633.7        12,281.3          (9,062.1)         4,016.6  

Investment in affiliates     4,777.2        9,917.3      15,651.2      (30,345.7)                 -   
Property, plant and equipment, net               -           229.3           836.7                   -         1,066.0  
Intangible assets, net               -           160.6        4,634.0                   -         4,794.6  
Other assets   -           105.2           682.5                   -            787.7  

  
     Total assets    $ 4,940.9     $ 11,046.1     $ 34,085.7     $ (39,407.8)    $ 10,664.9  

Current liabilities: 
Accounts payable and accruals  $        4.3   $      (22.4)  $   1,920.8   $              -    $   1,902.7  
Loans payable               -           713.2             83.8                   -            797.0  
Liabilities held for sale               -             11.3           427.6                   -            438.9  
Accounts and note payable affiliates        443.3           774.7        7,844.1        (9,062.1)                 -   

  
     Total current liabilities        447.6          1,476.8        10,276.3          (9,062.1)         3,138.6  

Long-term debt               -        1,290.3           228.1                   -         1,518.4  
Notes payable affiliates               -        3,647.4                  -        (3,647.4)                 -   
Other noncurrent liabilities               -           207.9        1,306.7                   -         1,514.6  

  
     Total liabilities        447.6          6,622.4        11,811.1        (12,709.5)         6,171.6  

  

Shareholders' equity: 
Class A common shares        174.5                  -                -                   -            174.5  
Class B common shares        135.3                  -                  -           (135.3)              -   
Common shares               -                -        2,362.8        (2,362.8)                 -   
Other shareholders' equity     9,221.8        5,304.9      24,454.6      (34,392.0)       4,589.3  
Accumulated other comprehensive income          50.9           (410.2)              75.4                13.4           (270.5) 

  
    9,582.5        4,894.7      26,892.8      (36,876.7)       4,493.3  

Less:  Contra account   (5,089.2)        (471.0)     (4,618.2)      10,178.4                  -   
  

     Total shareholders' equity     4,493.3          4,423.7        22,274.6        (26,698.3)         4,493.3  
  

     Total liabilities and equity    $ 4,940.9     $ 11,046.1     $ 34,085.7     $ (39,407.8)    $ 10,664.9  

                
                
Condensed Consolidating Statement of Cash Flows 



For the nine months ended September 30, 2004 

IR- IR- Other Consolidating IR-Limited 
In millions   Limited New Jersey Subsidiaries Adjustments Consolidated 

Net cash (used in) provided by operating activities  $  (58.3)    $ 207.4     $  336.9     $      -      $  486.0  
  

Cash flows from investing activities: 
Capital expenditures            -       (20.5)       (44.7)          -         (65.2) 
Acquisitions, net of cash            -              -         (28.6)          -         (28.6) 
Proceeds from business disposition            -       189.0         37.2           -        226.2  
Proceeds from sale of property, plant and 
  equipment            -         18.2         23.3           -          41.5  
Other, net            -                -              1.6             -              1.6  

  
Net cash provided by used in investing activities            -         186.7          (11.2)            -          175.5  

  

Cash flows from financing activities: 
Net change in debt            -     (316.1)       (23.7)          -       (339.8) 
Dividends (paid) received    (194.3)         7.3         77.6           -       (109.4) 
Purchase of treasury shares            -              -       (282.6)          -       (282.6) 
Proceeds from the exercise of stock options        98.5               -                 -              -            98.5  

  
Net cash (used in) financing activities      (95.8)     (308.8)       (228.7)            -         (633.3) 

  

Net cash (used in) provided by discontinued operations            -         (10.1)          25.4             -            15.3  
  

Effect of exchange rate changes on cash and 
  cash equivalents            -                -              3.8             -              3.8  

  

Effect of change in fiscal year end of business            -                -           (23.8)            -           (23.8) 
  

Net (decrease) increase in cash and cash equivalents    (154.1)       75.2       102.4           -          23.5  
Cash and cash equivalents - beginning of period      160.5      104.1       152.6           -          417.2  

  
Cash and cash equivalents - end of period    $      6.4     $ 179.3     $  255.0     $      -      $  440.7  

                
                
Condensed Consolidating Statement of Cash Flows 
For the nine months ended September 30, 2003 

IR- IR- Other Consolidating IR-Limited 
In millions   Limited New Jersey Subsidiaries Adjustments Consolidated 

Net cash (used in) provided by operating activities  $     (5.0)    $ 365.6     $ (318.5)    $      -
      $   42.1  

  

Cash flows from investing activities: 

Capital expenditures             -       (16.8)       (51.6)          -
       (68.4) 

Acquisitions, net of cash       (19.6)            -
               -            -

       (19.6) 

Proceeds from business disposition        43.0      424.5       272.9           -
       740.4  

Proceeds from sale of property, plant and  

  equipment             -           4.2         27.0           -       31.2  



Item 2 - Management's Discussion and Analysis of Financial Condition and Results of Operations  
 

INGERSOLL-RAND COMPANY LIMITED  
MANAGEMENT'S DISCUSSIONS AND ANALYSIS  

OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS  
 

Executive Summary and Outlook  
Ingersoll-Rand Company Limited (IR or the Company) is a leading innovation and solutions provider for the major global markets of Climate Control, Industrial 
Solutions, Infrastructure, and Security and Safety.  The Company's diverse product portfolio encompasses such leading industrial and commercial brands as 
Thermo King® transport temperature control equipment, Hussmann® commercial and retail refrigeration equipment, Ingersoll-Rand® industrial and construction 
equipment, Bobcat® compact construction equipment, Club Car® golf cars and utility vehicles, Schlage® locks and security solutions, and Kryptonite® portable 
security products.  In addition, IR offers products and services under many other premium brands for customers in industrial and commercial markets.  

The Company seeks to drive shareholder value through three areas of emphasis: Dramatic Growth, by developing innovative solutions that improve our customers' 
operations; Operational Excellence, by fostering a culture of continuous improvement and cost consciousness; and Dual Citizenship, by encouraging our 
employees' active collaboration with colleagues across business units and geographic regions to achieve superior business outcomes.  

The following significant events occurred during the first nine months of 2004:  

-        On August 25, 2004 the Company agreed to sell its Dresser-Rand business unit (Dresser-Rand) to a fund managed by First Reserve  
         Corporation, a private-equity firm, for cash proceeds of approximately $1.2 billion. The sale was completed on October 29, 2004.  Dresser-  
         Rand is now shown as discontinued operations, net of tax, for all periods.  Dresser-Rand is engaged in the design, manufacture, sale, and  
         service of gas compressors, gas and steam turbines, and generators. Dresser-Rand had 2003 revenues of approximately $1.3 billion,  
         employed approximately 4,500 people and has manufacturing and service facilities worldwide.  

-        On February 19, 2004, consistent with its business portfolio realignment, the Company agreed to sell its Drilling Solutions business unit  
         (Drilling Solutions) to Atlas Copco AB, for approximately $225 million. The sale of the U.S. and most international operations was  
         completed on June 30, 2004.  The sale of Drilling Solutions assets held by Ingersoll-Rand (India) Limited, was subject to approval by the  
         Indian company's shareholders, and was completed in the third quarter of 2004.  Drilling Solutions, which was previously included in the  
         Company's Infrastructure Segment, is shown as discontinued operations, net of tax, for all periods.  The Company realized an after-tax gain  

   

Other, net             -                -
             (5.0)            -

           (5.0) 

  

Net cash provided by investing activities        23.4        411.9         243.3             -
         678.6  

  

Cash flows from financing activities: 

Net change in debt             -     (878.2)        11.5           -
     (866.7) 

Dividends (paid) received     (161.8)         6.0         65.6           -
       (90.2) 

Proceeds from the exercise of stock options      143.4               -
                 -              -

         143.4  

  

Net cash (used in) provided by financing activities       (18.4)     (872.2)          77.1             -
       (813.5) 

  

Net cash used in discontinued operations             -         (14.9)           (8.1)            -
         (23.0) 

  

Effect of exchange rate changes on cash and 

  cash equivalents             -                -
              4.4             -

             4.4  

  

Net decrease in cash and cash equivalents             -     (109.6)         (1.8)          -
     (111.4) 

Cash and cash equivalents - beginning of period             -       209.0         75.4           -
       284.4  

  

Cash and cash equivalents - end of period    $         -      $   99.4     $    73.6     $      -
      $ 173.0  



         of $40.0 million on the disposition, which is included in "Discontinued operations, net of tax" for the nine-month period ended September 30,  
         2004.  The gain is subject to working capital and other final purchase price adjustments.  Drilling Solutions manufactures drilling equipment  
         and accessories for the worldwide construction, mining, quarrying, and water-well drilling industries. Drilling Solutions had 2003 revenues of  
         approximately $300 million and employed approximately 950 people.  

-        During the first quarter of 2004, the Company received payments of approximately $31.5 million for claims filed under the Continued  
         Dumping and Subsidy Offset Act of 2000 on behalf of a subsidiary included in the Engineered Solutions business (Engineered Solutions),  
         which was sold in 2003.  The antidumping duty is levied when the U.S. Department of Commerce determines that imported products are  
         being sold in the United States at less than fair value causing material injury to a United States industry.  These payments are reflected in  
         "Discontinued operations, net of tax."  

-        During the nine months ended September 30, 2004, the Company repurchased approximately 4.3 million Class A common shares at a cost  
         of $282.6 million.  On August 4, 2004, the board of directors authorized the repurchase of up to 10 million shares of the company's Class A  
         common shares.  Approximately 1.0 million of the above mentioned 4.3 million were purchased under this program.  The board of directors  
         also authorized on August 4, 2004, an increase of the quarterly dividend rate from 19 cents to 25 cents per Class A common share.  The  
         Company also decreased debt by $339.8 million during the first nine months of 2004.  

-        The Company made a discretionary contribution of $40.0 million to its pension plans during the nine months ended September 30, 2004, as  
         well as $20.0 million in required employer contributions.   

All of the Company's business segments experienced revenue growth in the quarter and year to date compared to 2003, with all segments, except Climate Control, 
experiencing double-digit growth in each period.  The favorable effects of currency translation continued to increase revenue by approximately 2% and 3% for the 
three and nine month periods, respectively.  The Company has been able to increase prices and add surcharges to help offset the impact of material cost inflation.  
The Company attributes the improved revenue growth to its leadership position as a proven source of innovation in worldwide markets and gains in the recurring 
revenue stream.    

The Company continues to benefit from higher volumes and product mix, operational improvements, productivity enhancements in our worldwide operations, 
reduced interest expense from repayment of debt and the effects of our tax strategies.  In 2004, IR improved the strength of its balance sheet, reflected by a 
reduction in its debt-to-capital ratio to 28.2% at September 30, 2004 from 33.4% at December 31, 2003.    

For the nine months ended September 30, 2004, Climate Control, Industrial Solutions, and Infrastructure generated improved revenues, operating income and 
operating margins compared to 2003.  These improvements were largely attributable to higher volumes and product mix.  Security and Safety revenues improved 
while operating income and operating margins declined mainly due to costs related to Kryptonite cylindrical bicycle locks, to a plant closing and the 
discontinuance of a product line, and to various litigation expense.   

R esults of Operations - Three Months Ended September 30, 2004 and 2003  
Earnings from continuing operations for the third quarter of 2004 were $205.6 million, or diluted earnings per share of $1.18, compared with $145.2 million and 
$0.83 diluted earnings per share in the comparable quarter of 2003.  

Net Revenues  
Revenues for the third quarter of 2004 increased by approximately 15% over the comparable quarter of 2003.  Higher volumes and product mix accounted for 
approximately 11% of the increase, pricing accounted for approximately 2% of the increase, while currency translation accounted for the majority of the 
remainder.  Sales across all business segments were higher.  The Company continues to make progress in increasing recurring revenues, which includes revenues 
derived from installation, parts and service.  

Cost of Goods Sold  
Cost of goods sold in the third quarter of 2004 was 73.4% of revenue as compared to 73.8% in 2003.  The decrease was mainly due to improved productivity and 
higher volumes, which was partially offset by higher material cost and currency translation.  
 
Selling and Administrative Expenses  
Selling and administrative expenses in the third quarter of 2004 were 14.8% of revenues as compared to 16.0% in 2003.  Higher volume and productivity 
improvements helped to offset the impact of increased cost associated with operational improvement programs and employee benefit cost.  

Operating Income  

    Three months ended September 30,  
    
Dollar amounts in millions    2004     2003  

Net revenues  $ 2,368.0   $      2,064.0  
Cost of goods sold     1,738.8           1,523.7  
Selling and administrative expenses        351.0              329.4  
Restructuring reversals              -                  (1.9) 
    
Operating income    $    278.2     $         212.8  

Operating margin   11.7%   10.3% 



Operating income for the third quarter of 2004 increased by approximately 31%. The increase was mainly due to higher volumes, product mix, pricing, and the 
benefits associated with improved productivity.  These positive effects were partially offset by additional cost associated with operational improvement programs, 
employee benefit cost, higher material cost and continued investments by the Company in new products and solutions.  

Interest Expense  
Interest expense for the third quarter of 2004 was $35.7 million, a decrease of $6.4 million from the third quarter of 2003.  The decrease is primarily attributable to 
lower year-over-year debt levels.  

Other Income (Expense), net  
Other income (expense), net includes foreign exchange activities, equity in earnings of partially owned affiliates, minority interests, and other miscellaneous 
income and expense items.  Other income (expense), net totaled $5.1 million of income in the third quarter of 2004 as compared with $3.9 million of expense in 
2003.  The change is primarily due to favorable foreign currency activity and increased income from equity investments in the current period.  

Provision for Income Taxes  
The Company's third quarter 2004 provision for income taxes was $42.0 million, as compared to $21.6 million in 2003.  The Company's effective tax rate of 
17.0% is higher in the third quarter of 2004 compared to 12.9% in the third quarter of 2003.  The rate change is a result of an increase in the 2004 earnings outlook, 
especially in the United States.  

Backlog   
Incoming orders for the third quarter of 2004 totaled $2.2 billion, which was over $100 million greater than the third quarter of 2003.  
The Company's backlog of orders at September 30, 2004, believed to be firm, was $1.1 billion, which is over $200 million greater than 
the balance at December 31, 2003.  

Discontinued Operations  
Discontinued operations, net of tax, for the third quarter of 2004 amounted to $32.2 million of income. This includes the results and ongoing expenses of Dresser-
Rand, Drilling Solutions, Engineered Solutions and retained costs of IDP.  Dresser-Rand results were $16.6 million of income for the three-month period.  The 
results of Drilling Solutions include a gain of $3.1 million and continuing costs of $2.9 million.  Resolution of the final purchase price for Engineered Solutions 
resulted in a gain of $19.2 million and continuing costs of $3.5 million of net expenses.  The retained costs of IDP, which was sold in 2000, include employee 
benefits and product liability costs (primarily related to asbestos claims) of approximately $2.5 million, which were mostly offset by a $2.2 million gain on the sale 
of a facility.  Discontinued operations, net of tax, for the third quarter of 2003 amounted to $9.4 million of income, which includes the income of Dresser-Rand 
($1.8 million), Drilling Solutions ($6.3 million) and Waterjet ($1.3 million), the loss from Laidlaw ($0.3 million),  continuing expenses of Engineered Solutions 
($2.3 million) and IDP ($8.2 million), gain on sale of Waterjet ($18.2 million) and the loss on sale of Laidlaw ($7.4 million).   

Results of Operations - Nine Months Ended September 30, 2004 and 2003  
Earnings from continuing operations for the nine months ended September 30, 2004 were $607.5 million, or diluted earnings per share of $3.46, compared with 
$370.2 million and $2.15 diluted earnings per share in the comparable period of 2003.  

Net Revenues  
Revenues for the nine months ended September 30, 2004 increased by approximately 16% over the comparable period of 2003. Higher 
volumes and product mix accounted for approximately 11% of the increase, pricing accounted for approximately 2% of the increase, 
while currency translation accounted for the majority of the remainder.  Revenues for all business segments were higher.  The Company 
continues to make progress in increasing recurring revenues, which includes revenues derived from installation, parts and service.  

Cost of Goods Sold  
Cost of goods sold for the nine months ended September 30, 2004 was 73.2% of revenues as compared to 74.5% in 2003.  The decrease was mainly due to 
improved productivity and higher volumes, which were partially offset by higher material cost.  

Selling and Administrative Expenses  
Selling and administrative expenses for the nine months ended September 30, 2004 were 14.9% of revenues as compared to 16.1% in 2003.  Selling and 
administrative expenses were reduced by the gain on the sale of corporate real estate of approximately $13 million.  Higher volumes and productivity 
improvements helped to offset the impact of increased cost associated with operational improvement programs and employee benefit cost.  

    Nine months ended September 30,  
    
Dollar amounts in millions    2004     2003  

Net revenues  $     6,934.6   $ 6,002.3  
Cost of goods sold         5,076.3      4,474.7  
Selling and administrative expenses         1,035.9         968.4  
Restructuring reversals                  -            (1.9) 
    
Operating income    $        822.4     $    561.1  

Operating margin   11.9%   9.3% 



Operating Income  
Operating income for the nine months ended September 30, 2004 increased by approximately 47%.  The increase was mainly due to 
higher volumes, product mix, pricing, and the benefits associated with improved productivity.  These positive effects were partially 
offset by additional cost associated with operational improvement programs, employee benefit cost, higher material cost and continued 
investments by the Company in new products and solutions.  

Interest Expense  
Interest expense for the nine months ended September 30, 2004 was $116.1 million, a decrease of $19.6 million compared to 2003.  The decrease is primarily 
attributable to lower year-over-year debt levels.  

Other Income (Expense), net  
Other income (expense), net, totaled $0.2 million of income for the nine months ended September 30, 2004, as compared with $4.8 million of expense in 2003. 
The change is primarily due to increased income from equity investments in the current period.  

Provision for Income Taxes  
The Company's provision for income taxes for the nine months ended September 30, 2004 was $99.0 million, as compared to $50.4 million in 2003.  The 
Company's effective tax rate of 14.0% is higher for the nine months ended September 30, 2004, compared to 12.0% for the nine months ended September 30, 
2003, due to an increase in the 2004 earnings outlook, especially in the United States.  

Discontinued Operations  
Discontinued operations, net of tax, for the nine months ended September 30, 2004 amounted to $96.0 million of income. This includes the results of Dresser-
Rand, Drilling Solutions, purchase price adjustments and retained costs.  Dresser-Rand results were $30.0 million of income for the nine-month period.  The 
results of Drilling Solutions include a gain of $40.0 million and earnings of $5.3 million. Resolution of the final purchase price for Engineered Solutions resulted 
in a gain of $18.8 million.  Income for Engineered Solutions was $14.5 million and included antidumping subsidy payments of $31.5 million partially offset by 
continuing costs.  Waterjet had continuing costs of $.6 million for the nine-month period ended September 30, 2004.  The retained costs of IDP, which was sold in 
2000, include employee benefits and product liability costs (primarily related to asbestos claims) of approximately $14.2 million, which were partially offset by a 
$2.2 million gain on the sale of a facility.  Discontinued operations, net of tax, for the nine months ended September 30, 2003 amounted to $76.9 million of 
income, which includes the income of Dresser-Rand ($12.6 million), Drilling Solutions ($14.7 million), Waterjet ($4.7 million) and Engineered Solutions ($.5 
million), the loss from Laidlaw ($1.2 million), continuing costs of IDP ($18.2 million), gains on sale of Engineered Solutions ($53.0 million) and Waterjet ($18.2 
million) and the loss on sale of Laidlaw ($7.4 million).   

Review of Business Segments  

Climate Control  
Climate Control is engaged in the design, manufacture, sale and service of transport temperature control units, refrigerated display cases, beverage coolers, and 
walk-in storage coolers and freezers.  

Climate Control revenues and operating income continue to benefit from higher volumes and favorable product mix across its international operations.  North 
American operations declined as stronger market conditions for its truck and trailer product lines were offset by declines in the urban bus business and lower 
display case shipments.  European markets for heavy truck, trailers and supermarket display cases continue to improve, while increases in Asian revenues were 
mainly attributable to growth in display cases.   

Climate Control revenues for the third quarter of 2004 increased by approximately 2% compared to 2003.  The increase was attributable to pricing and the effects 
of currency translation, each of which  increased revenue by approximately 2%.  These increases were partially offset by lower volumes and product mix.  
Operating income and margins for the third quarter of 2004 also increased.  Favorable pricing increased operating income by $11.9 million.  Productivity 
improvements were mostly offset by higher material cost during the period.  

Climate Control revenues for the nine months ended September 30, 2004 increased by approximately 9% compared to 2003. The increase was attributable to 
higher volumes and product mix, which accounted for approximately 4% of the increase and the effects of currency translation, which accounted for approximately 
3% of the increase.  The remaining increase was primarily due to pricing.  Operating income and margins increased significantly in 2004.  Higher volumes and 
favorable product mix increased operating income by $45.6 million.  Pricing and the savings associated with operational improvements increased operating income 
by $38.1 million and $10.2 million, respectively.  These positive effects were partially offset by other expenses, such as increased costs associated with operational 
improvement programs.  

Industrial Solutions  
Industrial Solutions is composed of a diverse group of businesses focused on providing solutions to enhance customers' industrial efficiency.   

Industrial Solutions' revenues and operating income continued to benefit from higher volumes and favorable product mix.  These gains were most evident in the 

 Three months ended   Nine months ended  
 September 30,   September 30,  

    
Dollar amounts in millions  2004     2003     2004     2003  

Net revenues  $ 694.4   $ 683.8   $ 2,059.2   $ 1,896.9  
Operating income       78.6        67.0         228.0         147.4  
Operating margin 11.3%   9.8%   11.1%   7.8% 



Air Solutions business and were primarily attributable to higher new product sales of complete units and increased revenues from the aftermarket business.  
Revenue and operating income also increased in the Productivity Solutions business due to new products, improved industrial assembly markets and aftermarket 
revenue increases.  

Industrial Solutions' revenues for the third quarter of 2004 increased by approximately 15% compared to 2003.  The increase was mainly attributable to higher 
volumes and favorable product mix, which accounted for approximately 12% of the increase.  The remaining increase was due to effects of currency translation.  
Operating income and margins for the third quarter of 2004 also increased significantly.  Higher volumes and favorable product mix increased operating income by 
$13.0 million, while productivity improvements of $9.8 million more than offset higher material and labor costs.  

Industrial Solutions' revenues for the nine months ended September 30, 2004 increased by approximately 13% compared to 2003.  The increase was mainly 
attributable to higher volumes and favorable product mix, which accounted for approximately 10% of the increase.  The remaining increase was due to the effects 
of currency translation.  Operating income and margins for the nine months ended September 30, 2004 also increased significantly.  Higher volumes and favorable 
product mix increased operating income by $31.9 million, while productivity improvements of $29.0 million more than offset higher material and labor costs.  

Infrastructure  
Infrastructure is engaged in the design, manufacture, sale and service of skid-steer loaders, mini-excavators, electric and gasoline powered golf and utility vehicles, 
portable compressors and light towers, and road construction and repair equipment.  Infrastructure is comprised of Bobcat, Club Car, Utility Equipment, and Road 
Development business units.  This Segment previously included Drilling Solutions, whose results are now included in "Discontinued operations, net of tax."  

Infrastructure revenues and operating income increases were led by improvements in all businesses.  Bobcat revenues and operating income continue to improve 
due to new product introductions, strong North American markets, and higher attachment shipments.  Road Development revenues continue to increase 
substantially as a result of improved North American and European markets.  Road Development operating income and margins continue to improve reflecting 
higher volumes and the effect of plant consolidations in the paving business, partially offset by higher material cost.  Club Car revenue increased due to increased 
market share in the North American golf market, improved pricing on new products and higher parts shipments.  

Infrastructure revenues for the third quarter of 2004 increased by approximately 32% compared to 2003.  The increase was mainly attributable to higher volumes, 
which accounted for approximately 26% of the increase.  The remaining increase was due to pricing and the effects of currency translation, which  accounted for 
approximately 3% and 2% of the increase, respectively.  Operating income and margins for the third quarter of 2004 also increased significantly.  Higher volumes 
and favorable product mix increased operating income by$47.1 million during the quarter.  Additionally, the effects of favorable pricing increased operating 
income by $15.7 million.  These positive effects were partially offset by other items such as increased employee benefit cost, as well as increased investment in 
certain business unit initiatives and higher material cost.  

Infrastructure revenues for the nine months ended September 30, 2004 increased by approximately 26% compared to 2003.  The increase was mainly attributable 
to higher volumes, which accounted for approximately 21% of the increase.  The remaining increase was due to the effects of currency translation and pricing, 
which accounted for approximately 3% and 2% of the increase, respectively.  Operating income and margins for the third quarter of 2004 also increased 
significantly.  Higher volumes and favorable product mix increased operating income by approximately $123.3 million during the quarter.  Additionally, pricing 
and the effects of currency translation had a positive impact.  These positive effects were partially offset by other items such as increased employee benefit cost, as 
well as increased investment in certain business unit initiatives and higher material cost.  

Security and Safety  
Security and Safety is engaged in the design, manufacture, sale and service of locks, door closers, exit devices, door control hardware, doors and frames, 
decorative hardware, electronic and biometric access control systems, and time and attendance systems.  

Security and Safety continues to benefit from the improvement in the traditional hardware business in both the residential and commercial markets, while strong 
electronic access-control and integrated security solutions results are attributable to growing market demand.   Investment in electronic access-control products and 
the launch of a maritime security market program also continued.  

 Three months ended   Nine months ended  
 September 30,   September 30,  

    
Dollar amounts in millions  2004     2003     2004     2003  

Net revenues  $ 398.7   $ 348.1   $ 1,130.0   $ 1,002.4  
Operating income       46.4        26.3         123.6           65.8  
Operating margin 11.6%   7.6%   10.9%   6.6% 

 Three months ended   Nine months ended  
 September 30,   September 30,  

    
Dollar amounts in millions  2004     2003     2004     2003  

Net revenues  $ 811.5   $ 614.7   $ 2,424.7   $ 1,929.8  
Operating income       99.4        59.3         326.8         217.8  
Operating margin 12.2%   9.6%   13.5%   11.3% 



Security and Safety revenues for the third quarter of 2004 increased by approximately 11% compared to 2003.  The increase was mainly attributable to higher 
volumes, which accounted for approximately 9% of the increase.  The remaining increase was primarily due to the effects of currency translation and pricing.  
Operating income and margins were negatively impacted by costs of approximately $10.0 million related to Kryptonite cylindrical bicycle locks and increased 
investment in certain business unit initiatives.  These expenses more than offset the benefits of higher pricing, which increased operating income by $10.5 
million.    

Security and Safety revenues for the nine months ended September 30, 2004 increased by approximately 13% compared to 2003.  The increase was mainly 
attributable to higher volumes, which accounted for approximately 10% of the increase.  The remaining increase was primarily due to the effects of currency 
translation and pricing.  Operating income and margins were negatively impacted by costs of approximately $10.0 million related to Kryptonite cylindrical bicycle 
locks, by a plant closing and the discontinuance of a plumbing fixture product line of $7.9 million, by litigation expense of $11.0 million, and increased investment 
in certain business unit initiatives.  These expenses more than offset the benefits of improved pricing and higher volumes and product mix, which increased 
operating income by $19.6 million and $13.4 million, respectively.    

Liquidity and Capital Resources  
The Company's primary source for liquidity has been operating cash flow.  Net cash provided by  operating activities for the nine 
months ended September 30, 2004 and 2003 was $486.0 million and $42.1 million, respectively.  The increase in net cash provided by 
operating activities in the nine months ended September 30, 2004, as compared to the nine months ended September 30, 2003, is 
primarily attributable to higher earnings in the current year.  

Net cash provided by investing activities in the nine months ended September 30, 2004 was $175.5 million compared to $678.6 million in 2003.  Proceeds from 
business dispositions were $514.2 million higher in the prior year.  

Net cash used in financing activities in the nine months ended September 30, 2004 was $633.3 million compared to $813.5 million in 2003.  The decrease in net 
cash used is primarily a result of higher debt repayments in the prior year, partially offset by current year treasury share repurchases.  

The Company's debt-to-total capital ratio at September 30, 2004, was 28.2%, compared with 33.4% reported at December 31, 2003.  The improvement is primarily 
related to the net decrease in debt of $339.8 million.  The Company's public debt has no financial covenants and its $2.0 billion revolving credit lines have a debt-
to-total capital covenant of 65%, which is calculated excluding non-cash items.  As of September 30, 2004, the Company's debt-to-total capital ratio was 
significantly below this limit.   

The Company's working capital was $1,298.2 million at September 30, 2004, compared to $878.0 million at December 31, 2003.   

On August 4, 2004, the board of directors authorized the repurchase of up to 10 million shares of the Company's Class A common shares.  As of September 30, 
2004, approximately 1 million of these shares were repurchased.  The board of directors also authorized on August 4, 2004, an increase of the quarterly dividend 
rate from 19 cents to 25 cents per Class A common share.   

Employee Benefit Plans  
Pensions  
Net periodic pension cost for the three and nine months ended September 30, 2004 was $6.0 million and $25.9 million, respectively, before curtailment loss.  The 
sale of Drilling Solutions caused a curtailment loss of $0.6 million in the second quarter of 2004 for a non-U.S. plan.  The discount rate, rate of compensation 
increase and the expected rate of return on plan assets used to calculate pension expense for U. S. plans in 2004 are 6.00%, 4.00% and 8.75%, respectively.  The 
net periodic pension cost for non-U.S. plans for 2004 is based on the assumptions used at December 31, 2003 to calculate the pension benefit obligation.  The 
assumptions for the non-U.S. plan remeasured as of the sale date of Drilling Solutions remained the same due to similar economic conditions as of the last 
measurement date.  

Net periodic pension cost for the three and nine months ended September 30, 2003 was $17.7 million and $63.6 million, respectively, before curtailment and 
settlement gains.  A plant closing caused a curtailment loss in the third quarter of 2003 of $0.8 million.  The sale of Engineered Solutions in February 2003 caused 
net pension curtailment and settlement gains of $11.1 million.  The Engineered Solutions employees participated in the largest U.S. pension plan and a 
remeasurement of that plan was required as of the sale date.  Prior to the remeasurement date of February 2003, the discount rate used for all plans was 6.75%.  
Upon remeasurement, the Company's largest plan used a 6.50% discount rate.  The rate of compensation increase and the expected rate of return on plan assets 
used to calculate pension expense for U.S. plans for 2003 were 4.00% and 8.75%, respectively.  The net periodic pension cost for non-U.S. plans for 2003 was 
based on the assumptions used at December 31, 2002.  

The Company contributed approximately $3.0 million in required employer contributions to its pension plans in the third quarter of 2004.  For the nine months 
ended September 30, 2004, the Company made a discretionary contribution of $40.0 million to its pension plans, as well as $20.0 million in required employer 
contributions.  

Postretirement Benefits Other Than Pensions  
Net periodic postretirement benefit cost for the three and nine months ended September 30, 2004 was  $18.7 million and $58.9 million, respectively.  In December 

 Three months ended   Nine months ended  
 September 30,   September 30,  

    
Dollar amounts in millions  2004     2003     2004     2003  

Net revenues  $ 463.4   $ 417.4   $ 1,320.7   $ 1,173.2  
Operating income       76.4        88.5         211.2         226.7  
Operating margin 16.5%   21.2%   16.0%   19.3% 



2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003 was enacted.  The company adopted FASB Staff Position 106-2 as of April 1, 
2004.  The Company and its actuarial advisors determined that most benefits provided by the plan were at least actuarially equivalent to Medicare Part D.  The 
Company remeasured the accumulated postretirement benefit obligation effects of the Act as of April 1, 2004.  The effect of the federal subsidy to which the 
Company is entitled has been accounted for as an actuarial gain of $68.2 million.  The subsidy will have the effect of reducing postretirement benefit expense for 
2004 by $7.9 million.  The components of the reduction in expense were a decrease in the amortization of the actuarial loss of $4.6 million, a reduction in service 
cost of $0.2 million and a reduction in the interest cost on the benefit obligation of $3.1 million.  Approximately $2.6 million was recorded in the third quarter of 
2004 as a reduction in net postretirement benefit expense.  Net postretirement benefit expense for the fourth quarter of 2004 will include a similar reduction in 
expense due to the effects of the Act.  

The assumptions used for 2004 expense include a discount rate and health care cost trend rate of 6.00% and 11.00%, respectively.  The assumptions used to 
remeasure the plan as of April 1, 2004 remained the same as the prior measurement date due to the existence of similar economic conditions.  

Net periodic postretirement benefit cost for the three and nine months ended September 30, 2003 was $18.7 million and $56.2 million, respectively, before 
curtailment gain.  A curtailment gain of $6.9 million relating to the sale of Engineered Solutions was recorded in 2003.  In February 2003, the Company 
remeasured its postretirement plan due to the sale of Engineered Solutions.  Prior to remeasurement, the assumption used to calculate postretirement benefits was a 
6.75% discount rate. Upon remeasurement, the discount rate was decreased to 6.50% to reflect the change in market conditions.  No change was made to the health 
care cost trend rate at that time.  

Environmental and Asbestos Matters  
The Company is a party to environmental lawsuits and claims, and has received notices of potential violations of environmental laws and regulations from the 
Environmental Protection Agency and similar state authorities. It is identified as a potentially responsible party (PRP) for cleanup costs associated with off-site 
waste disposal at federal Superfund and state remediation sites.  For all sites there are other PRPs and, in most instances, the Company's site involvement is 
minimal.  

In estimating its liability, the Company has assumed it will not bear the entire cost of remediation of any site to the exclusion of other PRPs who may be jointly 
and severally liable.  The ability of other PRPs to participate has been taken into account, based generally on the parties' financial condition and probable 
contributions on a per site basis.  Additional lawsuits and claims involving environmental matters are likely to arise from time to time in the future.  

Although uncertainties regarding environmental technology, U.S. federal and state laws and regulations and individual site information make estimating the 
liability difficult, management believes that the total liability for the cost of remediation and environmental lawsuits and claims will not have a material effect on 
the financial condition, results of operations, liquidity or cash flows of the Company for any year.  It should be noted that when the Company estimates its liability 
for environmental matters, such estimates are based on current technologies, and the Company does not discount its liability or assume any insurance recoveries.  

Ingersoll-Rand Company (IR-New Jersey), a Company subsidiary, is a defendant in numerous asbestos-related lawsuits in state and federal courts.  In virtually all 
of the suits a large number of other companies have also been named as defendants.  The claims against IR-New Jersey generally allege injury caused by exposure 
to asbestos contained in certain of IR-New Jersey's products.  Although IR-New Jersey was neither a producer nor a manufacturer of asbestos, some of its formerly 
manufactured products utilized asbestos-containing components, such as gaskets, purchased from third-party suppliers.  

All claims resolved to date have been dismissed or settled, and IR-New Jersey's average settlement amount per claim has been nominal.  For the nine months 
ended September 30, 2004, total costs for settlement and defense of asbestos claims after insurance recoveries and net of tax were approximately $12.3 million as 
compared to $13.1 for the nine months ended September 30, 2003.  The Company believes that its reserves and insurance are adequate to cover its asbestos 
liabilities and the costs of defending against them, and that these asbestos liabilities are not likely to have a material adverse effect on its financial position, results 
of operations, liquidity or cash flows.  

New Accounting Standards  
In May 2004, the FASB released FASB Staff Position No. 106-2, which supersedes FASB Staff Position 106-1, entitled, Accounting and Disclosure Requirements 
Regarding the Medicare Prescription Drug, Improvement and Modernization Act of 2003. The Act introduced a government provided subsidy based on a 
percentage of a beneficiary's annual prescription drug benefits, within defined limits, and the opportunity for a retiree to obtain prescription drug benefits under 
Medicare.  The current accounting rules require a company to consider current changes in applicable laws when measuring its postretirement benefit costs and 
accumulated postretirement benefit obligations.  The Company adopted FASB Staff Position 106-2 as of April 1, 2004.   The subsidy will have the effect of 
reducing postretirement benefit expense for 2004 by $7.9 million.  Approximately $2.6 million was recorded in the third quarter of 2004 as a reduction in net 
postretirement benefit expense.  

Safe Harbor Statement  
Information provided by the Company in reports such as this report on Form 10-Q, in press releases and in statements made by employees in oral discussions, to 
the extent the information is not historical fact, constitutes "forward looking statements" within the meaning of regulations under the Securities Exchange Act of 
1933 and the Securities Exchange Act of 1934.  Forward-looking statements by their nature involve risk and uncertainty.  

The Company cautions that a variety of factors, including but not limited to the following, could cause business conditions and results to differ from those 
expected by the Company: changes in the rate of economic growth in the United States and in other major international economies; significant changes in trade, 
monetary and fiscal policies worldwide; tax legislation; currency fluctuations among the U.S. dollar and other currencies; demand for Company products and 
services; distributor inventory levels; failure to achieve the Company's productivity targets; and competitor actions including unanticipated pricing actions or new 
product introductions.  

Item 3 - Quantitative and Qualitative Disclosures about Market Risk  

The Company is exposed to fluctuations in the price of major raw materials used in the manufacturing process, foreign currency fluctuations and interest rate 
changes.  From time to time the Company enters into agreements to reduce its raw material, foreign currency and interest rate risks.  To minimize the risk of 
counter party non-performance, such agreements are made only through major financial institutions with significant experience in such financial instruments.  

The Company generates foreign currency exposures in the normal course of business.  To mitigate the risk from foreign currency exchange rate fluctuations, the 
Company will generally enter into forward currency exchange contracts or options for the purchase or sale of a currency in accordance with the Company's 
policies and procedures.  



The Company maintains significant operations in countries other than the U.S.; therefore, the movement of the U.S. dollar against foreign currencies has an impact 
on the Company's financial position.  Generally, the functional currency of the Company's non-U.S. subsidiaries is their local currency.  The Company manages 
exposure to changes in foreign currency exchange rates through its normal operations and financing activities, as well as through the use of forward exchange 
contracts and options.  The Company attempts, through its hedging activities, to mitigate the impact on income of changes in foreign exchange rates.  

Reorganization as a Bermuda Company and Related Risk Factors    

On December 31, 2001, IR-New Jersey was effectively reorganized as IR-Limited, a Bermuda company (the Reorganization).  The Company believes that the 
Reorganization has enabled it to begin to realize a variety of potential, financial and strategic benefits, including to:  

-        help enhance business growth;  

-        create a more favorable corporate structure for expansion of the Company's current business;  

-        improve expected cash flow for use in investing in the development of higher-growth product lines and higher-growth businesses;  

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

-        reduce the Company's worldwide effective tax rate;  

-        enable the Company to implement its business strategy more effectively; and  

-       expand the Company's investor base as its shares may become more attractive to non-U.S. investors.  

To consummate the Reorganization, IR Merger Corporation, a New Jersey corporation, merged into IR-New Jersey, with IR-New Jersey as the surviving 
company.  Upon the merger, IR-New Jersey became a wholly-owned, indirect subsidiary of the Company, and the outstanding shares of IR-New Jersey common 
stock were automatically cancelled in exchange for the issue of the Company's Class A common shares.  In addition, as part of the Reorganization, IR-New Jersey 
and certain of its subsidiaries transferred shares of certain existing subsidiaries and issued certain debt to the Company in exchange for 135,250,003 shares of the 
Company's Class B common shares, such amount of shares being subject to adjustment based on the results of final valuation of the transferred subsidiaries.  The 
number of Class B common shares issued had an aggregate value equal to the fair market value of the shares of the subsidiaries transferred (the transferred shares) 
and the amount of debt issued to the Company based on the market value of IR-New Jersey common stock at the effective time of the merger.  Prior to the  
Reorganization, neither the Company nor IR-Merger Corporation had any significant assets or capitalization or engaged in any business or other activities other 
than in connection with formation and the merger and related reorganization transactions.  

The Reorganization will expose the Company to the risks described below.  In addition, the Company cannot be assured that the anticipated benefits of the 
Reorganization will be realized.  
 
The Reorganization and related transfers of assets could result in a taxable gain.  

There is a possibility of U.S. withholding tax if the Internal Revenue Service successfully disputes the value of the transferred shares.  Therefore, while the 
Company believes that neither IR-New Jersey nor  
the Company will incur significant U.S. federal income or withholding taxes as a result of the transfer of the transferred shares, its projections are not binding on 
the Internal Revenue Service.  The Company cannot be assured that its anticipated tax costs with respect to the transferred shares will be borne out, that the 
Internal Revenue Service will not contest its determination, or that the Internal Revenue Service will not succeed in any such contest.  
 
Certain of the Company's shareholders may be subject to additional tax if the Company or any of its non-U.S. subsidiaries are considered a "controlled 
foreign corporation" or "CFC" under current U.S. tax laws.  

A non-U.S. corporation (a foreign corporation), such as the Company, will constitute a "controlled foreign corporation" or "CFC" for U.S. federal income tax 
purposes if U.S. shareholders owning (directly, indirectly, or constructively) 10% or more of the foreign corporation's total combined voting power collectively 
own (directly, indirectly, or constructively) more than 50% of the total combined voting power or total value of the foreign corporation's shares.  Following the 
merger and as of December 31, 2001, IR-New Jersey, through its ownership of the non-voting Class B common shares, owned approximately 45% of the total 
value of the Company's shares.  As a consequence, any Class A common shareholder who is considered to own 10% of the voting power in the Company could 
cause the Company's non-U.S. subsidiaries or (if the Internal Revenue Service successfully takes the position that the Class B common shares held by IR-New 
Jersey in the Company are voting shares) the Company itself to be treated as a CFC.    

If the Company or any of its foreign subsidiaries are treated as a CFC, this status should have no adverse effect on any of the Company's shareholders who do not 
own (directly, indirectly, or constructively) 10% or more of the total combined voting power of all classes of the Company's shares or the shares of any of its 
foreign subsidiaries.  If, however, the Company or any of its foreign subsidiaries are treated as a CFC for an uninterrupted period of 30 days or more during any 
taxable year, any U.S. shareholder who owns (directly, indirectly, or constructively) 10% or more of the total combined voting power of all classes of stock of the 
Company or the subsidiary on any day during the taxable year and who directly or indirectly owns any stock in the corporation the last day of such year in which it 
is a CFC will have to include in its gross income for U.S. federal income tax purposes its pro rata share of the corporation's "subpart F income" relating to the 
period during which the corporation is a CFC.   

In addition, the gain on the sale of the Company's shares, if treated as a CFC, realized by such a shareholder would be treated as ordinary income to the extent of 
the shareholder's proportionate share of the Company's and its CFC subsidiaries' undistributed earnings and profits accumulated during the shareholder's holding 
period of the shares while the Company is a CFC.  

If the U.S. shareholder is a corporation, however, it may be eligible to credit against its U.S. tax liability with respect to these potential inclusions foreign taxes 
paid on the earnings and profits associated with the included income.  A disposition of shares by a U.S. shareholder may result in termination of the Company's 
CFC status or the CFC status of its foreign subsidiaries.  



The Internal Revenue Service and non-U.S. taxing authorities may not agree with the Company's tax treatment of various items relating to the 
Reorganization.  

The Company believes that the Reorganization will help enhance its business growth and cash flow and reduce its worldwide effective tax rate. However, the 
Company cannot give any assurance as to the amount of taxes it will pay as a result of or after the Reorganization. The amount of taxes it will pay will depend in 
part on the treatment given the Company by the taxing authorities in the jurisdictions in which it operates.  

The Company may become subject to U.S. corporate income tax, which would reduce its net income.  

Prior to the Reorganization, IR-New Jersey was subject to U.S. corporate income tax on its worldwide income.  After the Reorganization, the earnings of IR-New 
Jersey and its U.S. subsidiaries continue to be subject to U.S. corporate income tax.  The Company believes that as a result of the Reorganization its non-U.S. 
operations will generally not be subject to U.S. tax other than withholding taxes.  However, if the Internal Revenue Service successfully contends that the 
Company or any of its non-U.S. affiliates are engaged in a trade or business in the U.S., the Company or that non-U.S. affiliate would, subject to possible income 
tax treaty exemptions, be required to pay U.S. corporate income tax and/or branch profits tax on income that is effectively connected with such trade or business.  

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

Changes in tax laws, treaties or regulations could adversely affect the tax consequences of the Company and its subsidiaries.  The Company's risks have been 
diminished by the enactment of the American Jobs Creation Act of 2004.  The Act includes a provision that denies tax benefits to companies that have 
reincorporated after March 4, 2003.  The Company completed its reincorporation on December 31, 2001; therefore, its transaction is grandfathered by the Act.  

Certain federal and state legislation could reduce or eliminate the ability of the Company or its subsidiaries to enter into contracts with governmental authorities.  
The Homeland Security Appropriations Act, signed into law October 18, 2004, includes a provision that prohibits reincorporated companies from entering into 
contracts with the Department of Homeland Security for funds available under the Act.  The impact of the provision is still unclear.  Similar language could be 
adopted in future legislation and at the state level.  

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

The Company has been advised that a judgment for the payment of money rendered by a court in the United States based on civil liability would not be 
automatically enforceable in Bermuda.  It has also been advised that with respect to a final and conclusive judgment obtained in a court of competent jurisdiction 
in the United States under which a sum of money is payable (other than a sum of money payable in respect of multiple damages, taxes or other charges of a like 
nature or in respect of a fine or other penalty), a Bermuda court would be expected to enforce a judgment based thereon, provided that (a) such courts had proper 
jurisdiction over the parties subject to such judgment, (b) such courts did not contravene the rules of natural justice of Bermuda, (c) such judgment was not 
obtained by fraud, (d) the enforcement of the judgment would not be contrary to the public policy of Bermuda, (e) no new admissible evidence relevant to the 
action is submitted prior to the rendering of the judgment by the courts of Bermuda and (f) there is due compliance with the correct procedures under the laws of 
Bermuda.  

As a result, it may be difficult for a holder of the Company's securities to effect service of process within the United States or to enforce judgments obtained 
against the Company in U.S. courts.  The Company has irrevocably agreed that it may be served with process with respect to actions based on offers and sales of 
securities made in the United States by having Ingersoll-Rand Company, 155 Chestnut Ridge Road, Montvale, New Jersey 07645, be its U.S. agent appointed for 
that purpose.  

A Bermuda court may impose civil liability on the Company or its directors or officers in a suit brought in the Supreme Court of Bermuda against the Company or 
such persons with respect to a violation of U.S. federal securities laws, provided that the facts surrounding such violation would constitute or give rise to a cause of 
action under Bermuda law.  

Item 4 - Controls and Procedures  
The Company's management, including its Chief Executive Officer and Chief Financial Officer, have conducted an evaluation of the effectiveness of disclosure 
controls and procedures as of the end of the period covered by this Quarterly Report on Form 10-Q.  Based on that evaluation, the Chief Executive Officer and 
Chief Financial Officer concluded as of the nine months ended September 30, 2004, that the disclosure controls and procedures are effective in ensuring that all 
material information required to be filed in this Quarterly Report on Form 10-Q has been made known to them in a timely fashion.  There have been no significant 
changes in internal controls, or in factors that could significantly affect internal controls during the quarter.  

PART II OTHER INFORMATION  

Item 1 - Legal Proceedings  
In the normal course of business, the Company is involved in a variety of lawsuits, claims and legal proceedings, including commercial and contract disputes, 
employment matters, product liability claims, environmental liabilities and intellectual property disputes.  In the opinion of the Company, pending legal matters are 
not expected to have a material adverse effect on the results of operations, financial condition, liquidity or cash flows.  

By letter dated September 3, 2004, the Michigan Department of Environmental Quality ("DEQ") assessed a stipulated penalty of $418,750 against the Company 
for an alleged violation of a DEQ Administrative Order of Consent ("AOC").  The AOC governs the Company's environmental investigation and cleanup 
obligations related to the McCoy Creek Industrial Park, Buchanan, Michigan.  The Company believes it has valid defenses against the penalty and is seeking to 
resolve this matter through the informal dispute resolution process provided in the AOC.  

See also the discussion under Part I, Item 2, Management's Discussion and Analysis of Financial Condition and Results of Operations, Environmental and 
Asbestos Matters, and also Part I, Item 1, Note 8 to the Condensed Consolidated Financial Statements.  

Item 2 - Changes in Securities, Use of Proceeds and Issuer Purchases of Equity Securities  

On August 4, 2004, the Board of Directors of the Company authorized the repurchase of up to 10 million shares of the Company's Class A common shares.  Based 



on market conditions, share repurchases will be made from time to time in the open market and in privately negotiated transactions at the discretion of 
management.  As of September 30, 2004, the Company has purchased approximately 1 million of the 10 million shares allowable under the program.  This long-
term repurchase program will serve primarily to offset dilution from the company's incentive stock plan.  

Total share repurchases for the three months ended September 30, 2004 are as follows:  

Item 6 - Exhibits and Reports on Form 8-K  

 

INGERSOLL-RAND COMPANY LIMITED  

      
           Total number of  Maximum number 
          shares purchased   of shares still 
  Total number   Average   as part of a   available to be 

 of shares   price paid   publicly  purchased under 
Period  purchased     per share     announced program    the program 

7/01/2004 -
 7/31/2004                   -                 -                          -             10,000,000  

8/01/2004 -
 8/31/2004            25,000  $63.44  25,000             9,975,000  

9/01/2004 -
 9/30/2004          975,000  $66.68                975,000             9,000,000  

Total 1,000,000        1,000,000      

(a)                Exhibits  
 
Exhibit No.        

                                                 

 
Description  

31.1  Certification of Chief Executive Officer Pursuant 
to Rule 13a-14(a) or Rule 15d-14(a), as Adopted 
Pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002.  
   

31.2  Certification of Chief Financial Officer Pursuant 
to Rule 13a-14(a) or Rule 15d-14(a), as Adopted 
Pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002.  
   

32         Certifications of Chief Executive Officer and 
Chief Financial Officer Pursuant to Rule 13a-14
(b) or Rule 15d-14(b) and 18 U.S.C. Section 1350, 
as Adopted Pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002.  
   

(b)               Reports on Form 8-K  A Current Report on Form 8-K (Item 2.01) dated 
November 1, 2004, reporting on the completion of 
the previously announced sale of the Dresser-
Rand business unit.  
   
A Current Report on Form 8-K (Item 9) dated 
October 21, 2004, reporting the filing of exhibit 
99.1- Press Release of Ingersoll-Rand Company 
Limited.  
   
A Current Report on Form 8-K (Item 9) dated 
August 26, 2004, reporting the filing of exhibit 99 
- Press Release of Ingersoll-Rand Company 
Limited announcing the sale of the Dresser-Rand 
business unit.  
   



SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned 
thereunto duly authorized.  

INGERSOLL-RAND COMPANY LIMITED  
(Registrant)  

 
Date: November 9, 2004                                            /s/ Timothy R. McLevish                                
                                                                                 Timothy R. McLevish, Senior Vice President  
                                                                                 and Chief Financial Officer  

                                                                                 Principal Financial Officer  

Date: November 9, 2004                                             /s/ Richard W. Randall  
                                                                                  Richard W. Randall, Vice President and  
                                                                                  Controller  

                                                                                   Principal Accounting Officer  



                                                                                    Exhibit 31.1 

  

CERTIFICATION  
 

    I, Herbert L. Henkel, certify that:  
 

    1.      I have reviewed the Form 10-Q for the quarter ended September 30, 2004 of Ingersoll-Rand Company Limited;  
 

    2.      Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to  
             make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period  
             covered by this report;  

    3.      Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects  
             the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

    4.      The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined  
             in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  

                a.      Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our  
                         supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us  
                         by others within those entities, particularly during the period in which this report is being prepared;  

                b.      Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about  
                         the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such  
                         evaluation; and  

                c.       Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's  
                          most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over  
                          financial reporting; and  

    5.      The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,  
             to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):  

                a.       All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are  
                          reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

                b.      Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's  
                         internal control over financial reporting.  

                Date: November 9, 2004                                                                                                  /S/ Herbert L. Henkel  
                                                                                                                                                        Herbert L. Henkel  
                                                                                                                                                        Principal Executive Officer  



                                                                        Exhibit 31.2 

  

CERTIFICATION  
 

    I, Timothy R. McLevish, certify that:  
 

    1.      I have reviewed the Form 10-Q for the quarter ended September 30, 2004 of Ingersoll-Rand Company Limited;  
 

    2.      Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to  
             make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period  
             covered by this report;  

    3.      Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects  
             the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

    4.      The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined  
             in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  

                a.      Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our  
                         supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us  
                         by others within those entities, particularly during the period in which this report is being prepared;  

                b.      Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about  
                         the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such  
                         evaluation; and  

                c.       Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's  
                          most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over  
                          financial reporting; and  

    5.      The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,  
             to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):  

                a.       All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are  
                          reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

                b.      Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's  
                         internal control over financial reporting.  

                         Date: November 9, 2004                                                                                                 /S/ Timothy R. McLevish  
                                                                                                                                                                 Timothy R. McLevish  
                                                                                                                                                                 Principal Financial Officer  



Exhibit 32 

  

Section 1350 Certifications  
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002  

(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code)  
   

                         Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18,  
                         United States Code), each of the undersigned officers of Ingersoll-Rand Company Limited (the Company), does hereby certify  
                         that:  
 
                         The quarterly Report on Form 10-Q for the quarter ended September 30, 2004 (the Form 10-Q) of the Company fully  
                         complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contained in the  
                         Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of the Company.  

 
                        /S/ Herbert L. Henkel  
                        Herbert L. Henkel  
                        Chief Executive Officer  
                        November 9, 2004  

   

                        /S/ Timothy R. McLevish  
                        Timothy R. McLevish  
                        Chief Financial Officer  
                        November 9, 2004  


