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PART I

Item 1. Business

Emerson was incorporated in Missouri in 1890. Originally engaged in the manufacture and sale of electric motors and
fans, Emerson subsequently expanded its product lines through internal growth and acquisitions. Emerson is now engaged
principally in the worldwide design, manufacture and sale of a broad range of electrical, electromechanical and
electronic products and systems.

The divisions of Emerson are organized into the following business segments based on the nature of the products and
services provided: Process Control; Industrial Automation; Electronics and Telecommunications; Heating, Ventilating and
Air Conditioning; and Appliance and Tools. Sales, earnings before interest and income taxes, and total assets
attributable to each segment for the three years ended September 30, 2001, are set forth in Note 12 of Notes to
Consolidated Financial Statements on page 31 of the 2001 Annual Report, which note is hereby incorporated by reference.
Information with respect to acquisition and divestiture activities by Emerson is set forth in Note 3 of Notes to
Consolidated Financial Statements on pages 25 and 26 of the 2001 Annual Report, which note is hereby incorporated by
reference.

PROCESS CONTROL

The Process Control segment is a leading worldwide producer of process management products including analytical
instrumentation, valves and control systems for measurement and control of fluid flow, and integrated solutions for
process and industrial applications. Products include various types of meters such as rotameters, positive displacement
meters, magnetic flow meters, turbine meters, direct mass flow meters, radar based tank gauging and instruments to
measure water quality. Other products include solid state telemetering equipment, various types of pressure and vacuum
relief valves, distributed control systems, electronic measurement, data acquisition and condition monitoring equipment
for use in industrial processing and personal computer-based software used for industrial automation applications. In
addition, Emerson manufactures and sells temperature sensors, pressure sensors and transmitters used to measure and/or
control temperature, pressure, level and rate and amount of flow. Also produced are process gas chromatographs, in-situ
oxygen analyzers, infrared gas and process fluid analyzers, combustion analyzers and systems, and other analyzers which
measure pH and conductivity. Emerson also manufactures and sells sliding stem valves, rotary valves, plastic-lined plug
valves, butterfly valves, pressure regulators, and related actuators and controllers. In addition, Emerson provides
repair services for many of these products, as well as engineered solutions and consulting services. Emerson utilizes
smart device diagnostic, monitoring and control capabilities of the field-based plant architecture. Combined with
consulting and implementation services, the architecture performs device loop monitoring and repair, plant optimization
studies and project justification to systems integration and project management. Brand names of this segment include
Bettis, Brooks, Daniel, Delta V, El-o-matic, Fisher, Fisher-Rosemount Systems, Intellution, Micro Motion, PlantWeb,
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EnTech, Kenonic Controls, Rosemount, SAAB Marine and Westinghouse Process Control. Products and services of this segment
are provided to industrial end-users for process and industrial applications and solutions.

INDUSTRIAL AUTOMATION

The Industrial Automation segment provides industrial motors, drives, controls and equipment for industrial automation
markets. Emerson's products for industrial automation include certain kinds of integral horsepower motors, gear drives,
mechanical power transmissions, pump motors, alternators, and electronic variable speed drives. Emerson manufactures and
sells components for the transmission and regulation of mechanical power, such as certain kinds of chains, sprockets,
sheaves, gears, bearings, couplings and speed reducers, programmable motion controllers and automation accessories.
These products are used primarily in industrial and commercial applications requiring the transmission of mechanical
motion or drive systems of various types. Emerson also manufactures a line of multi-purpose pressure and solenoid
valves, and pressure, vacuum and temperature switches widely used in the automation of equipment and industrial
processes. Emerson also produces a variety of industrial and commercial ultrasonic products for applications such as



cleaning, sealing and welding. Other products include material preparation and microstructure analysis equipment.
Emerson manufactures a broad line of components for current- and noncurrent- carrying electrical distribution devices
such as panelboards, receptacles, fittings, cable handling reels and lighting products for use in hazardous and
nonhazardous environments. Brand names of this segment include AMTECH, Appleton, ASCO, Branson, Browning, Buehler,
Control Techniques, CSI, Emerson Motion Control, Joucomatic, KVT, Leroy Somer, McGill, MORSE and O-Z/Gedney. Products of
this segment are sold to industrial distributors, original equipment manufacturers and end-users for automation
applications.

ELECTRONICS AND TELECOMMUNICATIONS

The Electronics and Telecommunications segment is an industry leader in the design, manufacture, installation and
maintenance of power and connectivity solutions for network-dependent businesses. Emerson provides power supplies and
power distribution, protection and conversion equipment and fiber optic conduits for computer, industrial and
telecommunications markets. Emerson produces and services electronic uninterruptible and primary power supplies, power
conditioning, precise power distribution equipment, modular power systems, precision environmental control systems,
cables and connectors, cellular site structures and electronic components used in computing, communications and
information processing applications. Emerson also provides emergency and standby power transfer solutions and automatic
transfer switches and power systems that safeguard data, telecommunications networks, industrial processes, and critical
installations. Emerson also supplies and services energy solutions to the telecom market covering power supply, climate
control, cabinets and housing, and network energy management with a wide breadth of power converter products. Brand
names of this segment include ASCO, Astec, AVANSYS Power, Duraline, Emerson Energy Systems, HIROSS, Liebert and Liebert
Global Services. Products and services of this segment are provided to distributors and end-users for computer,
industrial and telecommunications applications.
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HEATING, VENTILATING AND ATR CONDITIONING

The Heating, Ventilating and Air Conditioning segment provides a variety of components and systems in virtually every
aspect of climate-control engineering and manufacturing, spanning industrial, commercial and residential applications of
air condition, refrigeration and heating. Emerson manufactures reciprocating and scroll compressors for commercial and
residential refrigeration and air conditioning applications. Emerson also produces precision electronic and monitoring
equipment, electronic flow controls and pumps for gas and electric heating systems, refrigeration and air conditioning
equipment. Brand names of this segment include Alco Controls, Copeland, Fusite, Therm-O-Disc and White-Rodgers. Products
of this segment are sold to distributors and original equipment manufacturers for inclusion in end products and systems
(ultimately sold through commercial and residential building construction channels).

APPLIANCE AND TOOLS

The Appliance and Tools segment provides motors, controls and other components for appliances, refrigeration and comfort
control applications, as well as disposers, tools and storage products. Emerson manufactures and sells hermetic motors
for hermetically sealed compressors, and general and special purpose motors for selected appliance, office equipment,
ventilating equipment, pump, heater and other motor-driven machine applications. Emerson also manufactures and sells a
variety of electric heating elements and electrostatic air cleaners. Emerson manufactures and sells a line of electrical
products primarily for the residential markets, including electric waste disposers, hot water dispensers, ventilating
equipment and exhaust fans. Emerson is a producer of selected professional and hardware tools and accessories, and
service equipment, principally for the professional tools and service equipment market including plumbing, heating and
air conditioning contractors, construction and maintenance companies, petroleum and gas producers, refiners and
processors, and farm and home consumers. Emerson produces free-standing and wall-mounted ventilated shelving and
specialty storage products. Also produced by Emerson for marketing by major retailers are shop vacuum cleaners, a line
of bench power tools for home workshop use and a line of hand tools including adjustable wrenches, screwdrivers, pliers
and chisels. Brand names of this segment include Chromalox, ClosetMaid, Digital Appliance Controls, Emerson, In-Sink-
Erator, Knaack, Mallory, METRO and RIDGID. Products of this segment are sold to distributors and original equipment
manufacturers for inclusion in appliances, heating, ventilating, air conditioning and refrigeration equipment and to
distributors and retailers for sale to consumers and the professional trades.

PRODUCTTION

Emerson utilizes various production operations and methods. The principal production operations are metal stamping,
forming, casting, machining, welding, plating, heat treating, painting and assembly. In addition, Emerson also uses
specialized production operations, including automatic and semiautomatic testing, automated material handling and
storage, ferrous and nonferrous machining and special furnaces for heat treating and foundry applications. Management
believes the equipment, machinery and tooling used in these processes are of modern design and are well maintained.
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RAW MATERIALS AND ENERGY

Emerson's major requirements for basic raw materials include steel, copper, cast iron, aluminum and brass and, to a
lesser extent, plastics and other petroleum-based chemicals. Emerson has multiple sources of supply for each of its
major requirements and is not significantly dependent on any one supplier. The raw materials and various purchased
components required for its products have generally been available in sufficient quantities. Emerson uses various forms
of energy, principally natural gas and electricity, obtained from public utilities. A majority of the plants have the
capability of being converted to use alternative sources of energy.

PATENTS, TRADEMARKS, LICENSES AND FRANCHISES

The Company has a number of patents, trademarks, licenses and franchises, obtained over a number of years and expiring
at various times. While proprietary intellectual property is important to the Company, management believes the loss or
expiration of any intellectual property rights would not materially impact the Company or any of its segments.

BACKLOG



The estimated consolidated order backlog of the Company was $2,135 million and $2,838 million at September 30, 2001 and
2000, respectively. Nearly all of the September 30, 2001 consolidated backlog amount is expected to be shipped within
one year. The estimated backlog by business segment at September 30, 2001 and 2000, follows (dollars in millions):

2001 2000

Process Control $ 834 665
Industrial Automation 349 417
Electronics and Telecommunications 414 1,078
Heating, Ventilating and Air Conditioning 233 314
Appliance and Tools 305 364
Consolidated Order Backlog $2,135 2,838

COMPETITION

Emerson's businesses are highly competitive, and Emerson competes on product performance, quality, service or price
across the industries and markets served. A significant element of the Company's competitive strategy is its objective
to manufacture high quality products at the lowest relevant global cost. Although no single company competes directly
with Emerson in all of the Company's product lines, various companies compete in one or more product lines. Some of
these companies have substantially greater sales and assets than Emerson, and Emerson also competes with many smaller
companies. The
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number of Emerson's competitors varies by product line, and management believes that Emerson has a market leadership
position in many of these product lines.

RESEARCH AND DEVELOPMENT

Costs associated with Company-sponsored research, new product development and product improvement were $593.9 million in
2001 and 2000, and $510.3 million in 1999.

ENVIRONMENT

The Company's manufacturing locations generate waste, the treatment, storage, transportation and disposal of which are
subject to federal, state and/or local laws and regulations relating to the protection of the environment.

Compliance with laws regulating the discharge of materials into the environment of otherwise relating to the protection
of the environment has not had a material effect upon Emerson's capital expenditures, earnings or competitive position.
It is not anticipated that Emerson will have material capital expenditures for environmental control facilities during
the next fiscal year.

EMPLOYEES

Emerson and its subsidiaries had an average of approximately 124,500 employees during 2001. Management believes that the
Company's employee relations are favorable. Some of the Company's employees are represented under collective bargaining
agreements, but none of these is considered significant.

DOMESTIC AND FOREIGN OPERATIONS

International sales were $6,189 million in 2001, $5,894 million in 2000 and $5,713 million in 1999, including U.S.
exports of $1,008 million, $1,049 million and $960 million in 2001, 2000 and 1999, respectively. Although there are
additional risks attendant to foreign operations, such as nationalization of facilities, currency fluctuations and
restrictions on the movement of funds, Emerson's financial position has not been materially affected thereby to date.
See Note 12 of Notes to Consolidated Financial Statements on page 31 of the 2001 Annual Report for further information
with respect to foreign operations.

Item 2. Properties

At September 30, 2001, Emerson had approximately 360 manufacturing locations worldwide, of which approximately 200 were
located outside the United States, primarily in Europe and to a lesser extent in Asia-Pacific, Canada and Latin America.
The approximate number of manufacturing locations by business segment are: Process Control, 80; Industrial Automation,
90; Electronics and Telecommunications, 70; Heating, Ventilating and Air Conditioning, 60; and Appliance and Tools, 60.
The majority of the locations are owned, with the remainder occupied under operating or capital leases. The Company
considers its facilities suitable and adequate for the purposes for which they are used.
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Ttem 3. Legal Proceedings

Emerson is a party to a number of pending legal proceedings, several of which claim substantial amounts of damages.
There are no pending legal proceedings that management believes will be material in relation to the Company's business
or financial position.

Ttem 4. Submission of Matters to a Vote of Security Holders




There were no matters submitted to a vote of security holders during the quarter ended September 30, 2001.

Executive Officers of the Registrant

The following sets forth certain information as of December 2001 with respect to Emerson's executive officers. Fiscal
Year column indicates the first year the executive served as an officer of the Company. These officers have been elected
or appointed to terms which will expire February 5, 2002:

Name Position Age Fiscal Year
C. F. Knight* Chairman of the Board 65 1972
D. N. Farr* Chief Executive Officer 46 1985
J. G. Berges* President 54 1989
W. J. Galvin* Executive Vice President 55 1984

and Chief Financial Officer

E. L. Monser Chief Operating Officer 51 2002
C. A. Peters* Senior Executive Vice President 46 1990
W. W. Withers Senior Vice President, Secretary 60l 1989

and General Counsel

*Also chairman and/or member of certain committees of the Board of Directors.
There are no family relationships among any of the executive officers and directors.

Each of the above has served as an officer or in a supervisory capacity with Emerson for the last six years.
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PART II

Ttem 5. Market for Registrant's Common Equity and Related Stockholder Matters

The information regarding the market for the Company's common stock, quarterly market price ranges and dividend payments
set forth in Note 14 of Notes to Consolidated Financial Statements on page 32 of the 2001 Annual Report is hereby
incorporated by reference. There were approximately 33,700 stockholders at September 30, 2001.

Ttem 6. Selected Financial Data

Years ended September 30
(Dollars in millions except per share amounts)

2001 2000 1999 1998 1997

Net sales $15,479.6 15,544.8 14,269.5 13,447.2 12,298.6
Net earnings $1,031.8 1,422.4 1,313.6 1,228.6 1,121.9
Basic earnings $ 2.43 3.33 3.03 2.80 2.52
per common share

Diluted earnings $ 2.40 3.30 3.00 2.77 2.50
per common share

Cash dividends $ 1.53 1.43 1.30 1.18 1.08
per common share

Long-term debt $ 2,255.6 2,247.7 1,317.1 1,056.6 570.7
Total assets $15,046.4 15,164.3 13,623.5 12,659.8 11,463.3

See Note 3 of Notes to Consolidated Financial Statements on pages 25 and 26 of the 2001 Annual Report for information
regarding the Company's acquisition and divestiture activities.



Item 7. Management's Discussion and Analysis of Financial Condition and
Results of Operations

Narrative discussion appearing under "Results of Operations™ and "Financial Position, Capital Resources and Liquidity"
on pages 14 through 18, and the "Safe Harbor Statement" on page 38 of the 2001 Annual Report are hereby incorporated by
reference.

Ttem 7A. Quantitative and Qualitative Disclosures about Market Risk

Narrative discussion appearing under "Financial Instruments" on page 18 of the 2001 Annual Report is hereby incorporated
by reference.
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Ttem 8. Financial Statements and Supplementary Data

The consolidated financial statements of the Company and its subsidiaries on pages 19 through 32 and the report thereon
of KPMG LLP appearing on page 33 of the 2001 Annual Report are hereby incorporated by reference.

Ttem 9. Changes in and Disagreements with Accountants on Accounting_and
Financial Disclosure.

None.
PART III

Item 10. Directors and Executive Officers of the Registrant

Information regarding nominees and directors appearing under "Nominees and Continuing Directors" in the Emerson Electric
Co. Notice of Annual Meeting of the Stockholders and Proxy Statement for the February 2002 annual stockholders' meeting
(the "2002 Proxy Statement") is hereby incorporated by reference. Information regarding executive officers is set forth
in Part I of this report. Information appearing under "Section 16 (a) Beneficial Ownership Reporting Compliance" in the
2002 Proxy Statement is hereby incorporated by reference.

Item 11. Executive Compensation

Information appearing under "Director Compensation" and "Executive Compensation" in the 2002 Proxy Statement is hereby
incorporated by reference.

Ttem 12. Security Ownership of Certain Beneficial Owners and Management

The information regarding beneficial ownership of shares by nominees and continuing directors and by all directors and
executive officers as a group appearing under "Nominees and Continuing Directors"™ in the 2002 Proxy Statement is hereby
incorporated by reference.

Ttem 13. Certain Relationships and Related Transactions

Information appearing under "Certain Business Relationships™ in the 2002 Proxy Statement is hereby incorporated by
reference.

PART IV
Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K
A. Documents filed as a part of this report:

1. The consolidated financial statements of the Company and its subsidiaries on pages 19 through 32 and the report
thereon of KPMG LLP appearing on page 33 of the 2001 Annual Report.
2. Financial Statement Schedules

All schedules are omitted because they are not required, not applicable
9
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or the information is given in the financial statements or notes thereto contained in the 2001 Annual Report.
3. Exhibits (Listed by numbers corresponding to the Exhibit Table of Item 601 in Regulation S-K).

3(a) Restated Articles of Incorporation of Emerson Electric Co.,
incorporated by reference to Emerson Electric Co. Form 10-Q
for the quarter ended March 31, 2001, Exhibit 3(a); Termination
of Designated Shares of Stock and Certificate of Designation,
Preferences and Rights of Series B Junior Participating Preferred
Stock, incorporated by reference to Emerson Electric Co. 1998
Form 10-K, Exhibit 3(a).

3(b) Bylaws of Emerson Electric Co., as amended through November 6,
2001, filed herewith.

4 (a) Indenture dated as of April 17, 1991, between Emerson Electric
Co. and The Boatmen's National Bank of St. Louis, Trustee,
incorporated by reference to Emerson Electric Co. Registration
Statement on Form S-3, File No. 33-62545, Exhibit 4.1.



4 (b)

4 (c)

10(a)*

10 (b) *

10 (c)*
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B)

10(d) *

10 (e)*

10(f) *

10 (g) *

10 (h) *

10 (1) *

10(3)*

10 (k) *
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13

21
23

24

Indenture dated as of December 10, 1998, between Emerson Electric
Co. and The Bank of New York, Trustee, incorporated by reference
to Emerson Electric Co. 1998 Form 10-K, Exhibit 4 (b).

No other long-term debt instruments are filed since the total
amount of securities authorized under any such instrument does
not exceed 10 percent of the total assets of Emerson Electric
Co. and its subsidiaries on a consolidated basis. Emerson
Electric Co. agrees to furnish a copy of such instruments to the
Securities and Exchange Commission upon request.

Rights Agreement dated as of November 1, 1998, between Emerson
Electric Co. and ChaseMellon Shareholder Services, L.L.C. incorp-
orated by reference to Emerson Electric Co. Form 8-A, dated
October 6, 1998, Exhibit 1.

Employment Agreement made as of October 1, 1975, as amended
January 9, 1987, October 22, 1997, and December 11, 2000, between
Emerson Electric Co. and C. F. Knight, incorporated by reference
to Emerson Electric Co. 2000 Form 10-K, Exhibit 10(a).

1986 Stock Option Plan, as amended, incorporated by reference to

Emerson Electric Co. 1992 Form 10-K, Exhibit 10(e), Form 10-Q for
the quarter ended December 31, 1992, Exhibit 10(b), and Amendment
No. 3 thereto, incorporated by reference to Emerson Electric Co.

2000 Form 10-K, Exhibit 10(b).

1991 Stock Option Plan, as amended, incorporated by reference to
Emerson Electric Co. 1997 Form 10-K, Exhibit 10 (e) and Amendment
No. 1 thereto, incorporated by reference to Emerson Electric Co.
2000 Form 10-K, Exhibit 10(c).
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Third Amendment to the Emerson Electric Co. 1993 Incentive Shares
Plan, as restated, incorporated by reference to Emerson Electric

Co. 1996 Form 10-K, Exhibit 10(g), and Fourth Amendment thereto,

filed herewith.

Emerson Electric Co. Directors' Continuing Compensation Plan,
incorporated by reference to Emerson Electric Co. 1987 Form 10-K,
Exhibit 10(g), and Amendment incorporated by reference to Emerson
Electric Co. 1996 Form 10-K, Exhibit 10(i).

Deferred Compensation Plan for non-Employee Directors, as
amended, incorporated by reference to Emerson Electric Co. 1994
Form 10-K, Exhibit 10 (k).

First Amendment to the Emerson Electric Co. Supplemental
Executive Retirement Plan, incorporated by reference to Emerson
Electric Co. 1999 Form 10-K, Exhibit 10 (h).

Fifth Amendment to the Supplemental Executive Savings Investment
Plan, incorporated by reference to Emerson Electric Co. Form 10-Q
for the quarter ended March 31, 1999, Exhibit 10(j).

Annual Incentive Plan incorporated by reference to Emerson
Electric Co. 1995 Proxy Statement dated December 14, 1994,
Appendix A.

1997 Incentive Shares Plan, incorporated by reference to Emerson
Electric Co. 1997 Proxy Statement dated December 6, 1996, Exhibit
A, and First Amendment thereto, filed herewith.

1998 Stock Option Plan, incorporated by reference to Emerson
Electric Co. 1998 Proxy Statement dated December 12, 1997,
Appendix A, and Amendment No. 1 thereto, incorporated by
reference to Emerson Electric Co. 2000 Form 10-K, Exhibit 10(1).
Ratio of Earnings to Fixed Charges.

Portions of Emerson Electric Co. Annual Report to Stockholders
for the year ended September 30, 2001, incorporated by reference
herein.

Subsidiaries of Emerson Electric Co.

Independent Auditors' Consent.

Power of Attorney.

* Management contract or compensatory plan.

Pursuant to Item 9, the Company filed Reports on Form 8-K dated August
27, 2001 and September 25, 2001, furnishing Regulation FD disclosures.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

EMERSON ELECTRIC CO.

By /s/ W. J. Galvin

W. J. Galvin

Executive Vice President and
Chief Financial Officer (and
Principal Accounting Officer)

Date: December 19, 2001

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on December 19,
2001, by the following persons on behalf of the registrant and in the capacities indicated.

Signature Title

Chairman of the Board
C. F. Knight and Director

Chief Executive Officer

D. N. Farr and Director
/s/ W. J. Galvin Executive Vice President
and Chief Financial Officer
W. J. Galvin (and Principal Accounting

Officer) and Director

Director
J. G. Berges
*
Director
L. L. Browning, Jr.
*
Director
A. A. Busch III
*
Director
D. C. Farrell
12
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*
Director
C. Fernandez G.
*
Director
J. A. Frates
*
Director
A. F. Golden
*
Director
R. B. Horton
*
Director
G. A. Lodge
*
Director

V. R. Loucks, Jr.



Director

R. B. Loynd

Director
C. A. Peters
*
Director
J. W. Prueher
*
Director
R. L. Ridgway
*
Director
W. M. Van Cleve
*
Director

E. E. Whitacre, Jr.

* By /s/ W. J. Galvin
W. J. Galvin
Attorney-in-fact
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INDEX TO EXHIBITS
Exhibits are listed by numbers corresponding to the Exhibit Table of Item 601 in Regulation S-K.
Exhibit No. Exhibit

3(b) Bylaws of Emerson Electric Co., as amended through
November 6, 2001

10 (d) Fourth Amendment to the Emerson Electric Co. 1993
Incentive Shares Plan

10(3) First Amendment to the Emerson Electric Co. 1997
Incentive Shares Plan

12 Ratio of Earnings to Fixed Charges
13 Portions of Annual Report to Stockholders for the

year ended September 30, 2001, incorporated by
reference herein

21 Subsidiaries of Emerson Electric Co.
23 Independent Auditors' Consent
24 Power of Attorney

See Item 14 (A) (3) for a list of exhibits incorporated by reference.
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BYLAWS
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ARTICLE I
OFFICES; DEFINITIONS

Section 1. Registered Office. The registered office of Emerson Electric Co. (the "Corporation")
shall be located in the County of St. Louis, State of Missouri.

Section 2. Other Offices. The Corporation may also have offices at such other places both within
and without the State of Missouri as the Board may, from time to time, determine or the business
of the Corporation may require.

Section 3. Definitions. Unless the context otherwise requires, defined terms herein shall have the
meaning ascribed thereto in the Articles of Incorporation (the "Articles").

ARTICLE IT
MEETINGS OF SHAREHOLDERS

Section 1. Place of Meeting. All meetings of the shareholders shall be held at such place within
or without the State of Missouri as may be, from time to time, fixed or determined by the Board.

Section 2. Annual Meeting. The annual meeting of the shareholders shall be held on the first
Tuesday in February of each year if not a legal holiday, or, if a legal holiday, then on the next
business day following, at such hour as may be specified in the notice of the meeting; provided,
however, that the day fixed for such meeting in any year may be changed by resolution of the Board
to such other day not a legal holiday as the Board may deem desirable or appropriate. At the
annual meeting the shareholders shall elect Directors in accordance with Article 5 of the Articles
of Incorporation and Article III of these Bylaws, and shall transact such other business as may
properly be brought before the meeting. If no other place for the annual meeting is determined by
the Board of Directors and specified in the notice of such meeting, the annual meeting shall be
held at the principal offices of the Corporation at 8000 West Florissant Avenue, St. Louis,
Missouri.
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Section 3. Special Meetings.

(a) Unless otherwise limited by statute or by the Articles, special meetings of the shareholders,
for any purpose or purposes, may be called at any time by the Chairman of the Board, the Chief
Executive Officer, or a majority of the Board.

(b) A special meeting may also be called by the holders of not less than 85% of all of the
outstanding shares entitled to vote at such meeting, upon written request delivered to the
Secretary of the Corporation. Such request shall state the purpose or purposes of the proposed
meeting. Upon receipt of any such request, it shall be the duty of the Secretary to call a special



meeting of the shareholders to be held at any time, not less than ten (10) nor more than seventy
(70) days thereafter, as the Secretary may fix. If the Secretary shall neglect to issue such call,
the person or persons making the request may issue the call.
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Section 4. Notice of Meetings. Written notice of every meeting of the shareholders, specifying the
place, date and hour of the meeting, and, in the case of a special meeting, the purpose or
purposes for which the meeting is called shall be delivered or mailed, postage prepaid, by or at
the direction of the Secretary, not less than ten (10) nor more than seventy (70) days before the
date of the meeting to each shareholder of record entitled to vote at such meeting.

Section 5. List of Shareholders Entitled to Vote. At least ten (10) days before each meeting of
the shareholders, a complete list of the shareholders entitled to vote at such meeting shall be
prepared and arranged in alphabetical order with the address of each shareholder and the number of
shares held by each, which list, for a period of ten (10) days prior to such meeting, shall be
kept on file at the registered office of the Corporation and shall be subject to inspection by any
shareholder at any time during usual business hours. Such list shall also be produced and kept
open at the time and place of the meeting, and shall be subject to the inspection of any
shareholder during the whole time of the meeting. The original share ledger or transfer book, or a
duplicate thereof kept in the State of Missouri, shall be prima facie evidence as to who are the
shareholders entitled to examine such 1list or share ledger or transfer book or to vote at any
meeting of the shareholders. Failure to comply with the above requirements in respect of lists of
shareholders shall not affect the validity of any action taken at such meeting.
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Section 6. Quorum. The holders of a majority of the issued and outstanding shares entitled to
vote, present in person or represented by proxy, shall be requisite and shall constitute a quorum
at all meetings of the shareholders for the transaction of business, except as otherwise provided
by law, the Articles or by these Bylaws. The shareholders present at a meeting at which a quorum
is present may continue to transact business until adjournment, notwithstanding the withdrawal of
such number of shareholders as to reduce the remaining shareholders to less than a quorum. Whether
or not a quorum is present, the chairman of the meeting or a majority of the shareholders entitled
to vote thereat, present in person or by proxy, shall have power, except as otherwise provided by
statute, successively to adjourn the meeting to such time and place as they may determine, to a
date not longer than ninety (90) days after each such adjournment, and no notice of any such
adjournment need be given to shareholders other than the announcement of the adjournment at the
meeting. At any adjourned meeting at which a quorum shall be present or represented, any business
may be transacted which might have been transacted at the meeting as originally called.
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Section 7. Requisite Vote. When a quorum is present or represented at any meeting, the vote of the
holders of a majority of the shares entitled to vote which are present in person or represented by
proxy shall decide any questions brought before such meeting, unless the question is one upon
which, by express provision of law, the Articles or by these Bylaws, a different vote is required,
in which case such express provisions shall govern and control the decision of such question.

Section 8. Voting. Each shareholder shall, at every meeting of the shareholders, be entitled to
one vote in person or by proxy for each share having voting power held by such shareholder, but no
proxy shall be voted after eleven (11) months from the date of its execution unless otherwise
provided in the proxy. In each election for Directors, no shareholder shall be entitled to vote
cumulatively or to cumulate his votes.

Section 9. ©Notice of Shareholder Business at Annual Meetings. At any annual meeting of
shareholders, only such business shall be conducted as shall have been properly brought before the

meeting. In addition to any other requirements imposed by or pursuant to law, the Articles or
these Bylaws, each item of business to be properly brought before an annual meeting must (a) be
specified in the notice of meeting (or any supplement thereto) given by or at the direction of the
Board or the persons calling the meeting pursuant to the Articles; (b) be

-5-

otherwise properly brought before the meeting by or at the direction of the Board; or (c) be
otherwise properly brought before the meeting by a shareholder. For business to be properly
brought before an annual meeting by a shareholder, the shareholder must have given timely notice
thereof in writing to the Secretary of the Corporation. To be timely, a shareholder's notice must
be delivered to or mailed and received at the principal executive offices of the Corporation not
less than 90 days nor more than 120 days prior to the annual meeting; provided, however, that in
the event less than 100 days' notice or prior public disclosure of the date of the annual meeting
is given or made to shareholders, notice by the shareholder to be timely must be so received not



later than the close of business on the 10th day following the day on which such notice of the
date of the annual meeting was mailed or such public disclosure was made. For purposes of these
Bylaws "public disclosure" shall mean disclosure in a press release reported by the Dow Jones,
Associated Press, Reuters or comparable national news service, or in a document publicly filed by
the Corporation with the Securities and Exchange Commission pursuant to Sections 13, 14 or 15(d)
of the Securities Exchange Act of 1934, as amended (the "1934 Act"). A shareholder's notice to the
Secretary shall set forth as to each matter he or she proposes to bring before the annual meeting
(a) a brief description of the business desired to be brought before the meeting and the reasons
for conducting such business at the annual meeting, (b) the name and address, as they appear on
the Corporation's books, of the shareholder(s) proposing such business, (c) the class and number
of shares of the Corporation which are beneficially owned by the proposing shareholder(s), and (d)
any material interest of the proposing shareholder(s) in such business. Notwithstanding anything
in
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these Bylaws to the contrary, but subject to Article III, Section 1(c) hereof, no business shall
be conducted at an annual meeting except in accordance with the procedures set forth in this
Section. The chairman of the annual meeting shall, if the facts warrant, determine and declare to
the annual meeting that business was not properly brought before the annual meeting in accordance
with the provisions of this Section; and if he or she should so determine, shall so declare to the
meeting and any such business not properly brought before the annual meeting shall not be
transacted. The chairman of the meeting shall have absolute authority to decide questions of
compliance with the foregoing procedures, and his or her ruling thereon shall be final and
conclusive. The provisions of this Section 9 shall also govern what constitutes timely notice for
purposes of Rule 14a-4(c) under the 1934 Act.

-7
ARTICLE III
DIRECTORS

Section 1. Number; Classification; Nominations;

Election; Term of Office.

(a) The Board shall consist of such number of Directors as the Board may from time to time
determine, provided that in no event shall the number of Directors be less than three (3), and
provided further that no reduction in the number of Directors shall have the effect of shortening
the term of any incumbent Director. In addition, the Board may, from time to time, appoint such
number of "Advisory Directors" and "Directors Emeritus" as it may deem advisable.

(b) The Board of Directors (herein the "Board") shall be divided into three classes, as nearly
equal in number as possible. In the event of any increase in the number of Directors, the
additional Director(s) shall be added to such class(es) as may be necessary so that all classes
shall be as nearly equal in number as possible. In the event of any decrease in the number of
Directors, all classes of Directors shall be decreased as nearly equally as may be possible.
Subject to the foregoing, the Board shall determine the class(es) to which any additional
Director(s) shall be added and the class(es) which shall be decreased in the event of any decrease
in the number of Directors.
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At each annual meeting of shareholders the successors to the class of Directors whose term shall
then expire shall be elected for a term expiring at the third succeeding annual meeting after such
election.

(c) In addition to the qualifications set out in Section 3 of this Article III, in order to be
qualified for election as a Director, persons must be nominated in accordance with the following
procedure:

Nominations of persons for election to the Board of the Corporation may be made at a meeting of
shareholders by or at the direction of the Board or by any shareholder of the Corporation entitled
to vote for the election of Directors at the meeting who complies with the procedures set forth in
this Section 1(c). In order for persons nominated to the Board, other than those persons nominated
by or at the direction of the Board, to be qualified to serve on the Board, such nominations shall
be made pursuant to timely notice in writing to the Secretary of the Corporation. To be timely, a
shareholder's notice shall be delivered to or mailed and received by the Secretary of the
Corporation not less than 90 days nor more than 120 days prior to the meeting; provided, however,
that in the event less than 100 days' notice or prior public disclosure of the date of the meeting
is given or made to shareholders, notice by the shareholder to be timely must be so received not
later than the close of business on the 10th day following the day on
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which such notice of the date of the meeting was mailed or such public disclosure was made. Such
shareholder's notice shall set forth (i) as to each person whom the shareholder proposes to
nominate for election or re-election as a Director, (A) the name, age, business address and
residence address of such person, (B) the principal occupation or employment of such person, (C)
the class and number of shares of the Corporation which are beneficially owned by such person, (D)
any other information relating to such person that is required to be disclosed in solicitations of
proxies for election of Directors, or is otherwise required, in each case pursuant to Regulation
14A under the Securities Exchange Act of 1934, as amended, (including without limitation such
person's written consent to being named in the proxy statement as a nominee and to serving as a
Director if elected) and (E) if the shareholder(s) making the nomination is an Interested Person,
details of any relationship, agreement or wunderstanding between the shareholder(s) and the
nominee; and (ii) as to the shareholder(s) making the nomination (A) the name and address, as they
appear on the Corporation's books, of such shareholder(s) and (B) the class and number of shares
of the Corporation which are beneficially owned by such shareholder(s). At the request of the
Board, any person nominated by the Board for election as a Director shall furnish to the Secretary
of the Corporation that information required to be set forth in a
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shareholder's notice of nomination which pertains to the nominee. No person shall be qualified for
election as a Director of the Corporation unless nominated in accordance with the procedures set
forth in this Section 1(c). The chairman of a meeting shall, if the facts warrant, determine and
declare to the meeting that a nomination was not made in accordance with the procedures prescribed
by the Bylaws, and if he or she should so determine, shall so declare to the meeting, and the
defective nomination shall be disregarded. The Chairman of a meeting shall have absolute authority
to decide questions of compliance with the foregoing procedures, and his or her ruling thereon
shall be final and conclusive.

(d) Directors shall be elected at annual meetings of the shareholders, except as provided in
Section 2 of this Article III, and each Director shall hold office until his or her successor is
elected and qualified.

Section 2. Filling of Vacancies. Vacancies and newly created directorships shall be filled only by
a majority of the remaining Directors, though less than a quorum, and each person so elected shall
be a Director until his or her successor is elected by the shareholders, who may make such
election at the next annual meeting of the shareholders at which Directors of his or her class are
elected or at any special meeting of shareholders duly called for that purpose and held prior
thereto.

Section 3. Qualifications. Directors must be nominated in accordance with the procedure set out in
Section 1(c) of this
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Article III. Directors need not be shareholders. No person shall be eligible for election as a
Director, either under Section 1 or Section 2 of this Article III, if such person's seventy-second
(72d) birthday shall fall on a date prior to the commencement of the Term for which such Director
is to be elected or appointed; provided, however, that this limitation shall not apply to persons
who were Directors of the Corporation on April 4, 1967, and provided further that this limitation
shall not apply to Mr. R. B. Loynd until the annual meeting of shareholders held in 2003. No
person shall be qualified to be elected and to hold office as a Director if such person is
determined by a majority of the whole Board to have acted in a manner contrary to the best
interests of the Corporation, including, but not limited to, violation of either State or Federal
law, maintenance of interests not properly authorized and in conflict with the interests of the
Corporation, or breach of any agreement between such Director and the Corporation relating to such
Director's services as a Director, employee or agent of the Corporation.

Section 4. Removal. By action of a majority of the whole Board, any Director may be removed from
office for cause if such Director shall at the time of such removal fail to meet the
qualifications for election as a Director as set forth under Article III, Section 3 hereof. Notice
of the proposed removal shall be given to all Directors of the Corporation prior to action
thereon. Directors may be otherwise removed only in the manner prescribed in the Articles.
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Section 5. General Powers. The property and business of the Corporation shall be controlled and
managed by its Board of Directors which may exercise all such powers of the Corporation and do all
such lawful acts and things as are not, by law, the Articles or by these Bylaws, directed or
required to be exercised and done by the shareholders or the Continuing Directors.



Section 6. Place of Meetings. The Board may hold meetings, both regular and special, either within
or without the State of Missouri.

Section 7. Regular Annual Meeting. A regular annual meeting of the Board, including newly elected
Directors, shall be held immediately following the annual meeting of the shareholders and shall be
held at the principal offices of the Corporation at 8000 West Florissant Avenue, St. Louis,
Missouri, unless another time or place shall be fixed therefor by the Directors. No notice of such
meeting shall be necessary to the Directors in order, legally, to constitute the meeting, provided
a majority of the whole Board shall be present. In the event such annual meeting of the Board is
not held at the time and place specified herein, or at such other time and place as may be fixed
by the Directors, the meeting may be held at such time and place as shall be specified in a notice
given as hereinafter provided for meetings of the Board, or as shall be specified in a written
waiver signed by all of the Directors.
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Section 8. Additional Regular Meetings. Additional regular meetings of the Board shall be held
once each month on the first Tuesday thereof, or on such other day thereof as the Board may, by
resolution, prescribe, and at such hour of such day as shall be stated in the notice of the
meeting; provided that the Chairman, in his or her discretion, may dispense with any one or more
of such meetings, by having notice of the intention so to do given, by letter or telegram, to each
Director not less than ten (10) days prior to the regularly scheduled date of each meeting so to
be dispensed with. If the first Tuesday of any month shall be a legal holiday, the regular meeting
for such month shall be held on the Thursday following, and if the Monday preceding the first
Tuesday of any month shall be a legal holiday, the regular meeting for such month shall be held on
the Wednesday following, in each case unless the Board shall otherwise prescribe by resolution.
Notice of any regular meeting shall be given to each Director at least forty-eight (48) hours in
advance thereof, either personally, by mail or by telegram.

Section 9. Special Meetings. Special meetings of the Board may be called by the Chairman or the
Chief Executive Officer on notice given personally, by mail, by telephone, by telegram or by
facsimile to each Director given twenty-four (24) hours in advance of such meeting. Special
meetings shall be called by the Chairman or the Chief Executive Officer in like manner and on like
notice on the written request of any two Directors.
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Section 10. Place of Meetings. Special meetings and regular meetings of the Board, other than the
regular annual meeting, shall be held at such place within the City or County of St. Louis,
Missouri, as may be specified in the notice of such meeting; provided that any meeting may be held
elsewhere, within or without the State of Missouri, pursuant to resolution of the Board or
pursuant to the call of the Chairman or the Chief Executive Officer. Members of the Board and its
Committees may participate in meetings by means of conference telephone or similar communications
equipment whereby all persons participating in the meeting can hear each other, and such
participation shall constitute presence at the meeting.

Section 11. Notices. Notice of any meeting may be given by the Chairman, the Chief Executive
Officer, any Vice Chairman, the President, any Vice President or the Secretary and shall specify
the time and place of the meeting.

Section 12. Quorum. At all meetings of the Board a majority of Directors in office (the "whole
Board") shall be necessary to constitute a quorum for the transaction of business, and the acts of
a majority of the Directors present at a meeting at which a quorum is present shall be the acts of
the Board, except as otherwise may be specifically provided by law or by the Articles. If a quorum
shall not be present at any meeting of the Board, the Directors present thereat may adjourn the
meeting from time to time, without notice other than
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announcement at the meeting, until a quorum shall be present. So long as the whole Board shall
consist of sixteen (16) or more members, a Director who may be disqualified, by reason of personal
interest, from voting on any particular matter before a meeting of the Board may nevertheless be
counted for the purpose of constituting a quorum of the Board.

Section 13. Compensation of Directors. Directors, as such, shall receive for their services such
compensation as may be fixed, from time to time, by resolution of the Board, together with a
stipend for attendance, and expenses of attendance, if any, for each meeting of the Board or
meetings of any committee on which the Directors may serve; provided that nothing herein contained
shall be construed to preclude any Director from serving the Corporation in any other capacity and
receiving compensation therefor.



Section 14. Executive Committee. The Board may, by resolution passed by a majority of the whole
Board, designate two or more of its number to constitute an Executive Committee which, to the
extent provided in such resolution, shall have and exercise the authority of the Board in the
management and business of the Corporation.
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Section 15. Finance Committee. The Board may, by resolution passed by a majority of the whole
Board, designate two or more of its number, one of whom shall be the Committee Chairman, as the
Finance Committee of the Board, which to the extent provided in such resolution shall have and
exercise the authority of the Board in the management and Dbusiness of the Corporation. The
Committee shall study and consider financial matters affecting the operations of the Corporation,
including its long range financial requirements, shall advise the Board in respect thereto, and
shall have such other duties as shall be specified by resolution of the Board.

Section 16. Other Committees of the Board. The Board may, by resolution passed by a majority of
the whole Board, designate two or more of its members to constitute such other Committees of the
Board as the Board by such resolution or resolutions may determine. To the extent provided in such
resolution or resolutions, such Committees shall have and exercise the authority of the Board in
the management and business of the Corporation.

Section 17. Committees-General Rules. Each Committee of the Board shall keep regular minutes of
its proceedings and
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report the same to the Board when required. Vacancies in the membership of each Committee shall be
filled by the Board at any regular or special meeting of the Board. A Director who may be
disqualified, by reason of personal interest, from voting on any particular matter before a
meeting of a Committee may nevertheless be counted for the purpose of constituting a quorum of the
Committee. At all meetings of a Committee, a majority of the Committee members then in office
shall constitute a quorum for the purpose of transacting business, and the acts of a majority of
the Committee members present at any meeting at which there is a quorum shall be the acts of the
Committee.

Section 18. Directors Emeritus and Advisory Directors. The Board may from time to time create one
or more positions of Director Emeritus and Advisory Director, and may fill such position or
positions for such term as the Board deems proper. Each Director Emeritus and Advisory Director
shall have the privilege of attending meetings of the Board but shall do so solely as an observer.
Notice of such meetings to a Director Emeritus or Advisory Director shall not be required under
any applicable law, the Articles, or these Bylaws. Each Director Emeritus and Advisory Director
shall be entitled to receive such compensation as may be fixed from time to time by the Board. No
Director Emeritus or Advisory Director shall be entitled to vote on any business coming before the
Board, nor shall they be counted as members of the Board for the purpose of determining the number
of Directors necessary to constitute a quorum, for the purpose of determining whether a quorum is
present, or for any other purpose whatsoever. In the case of a Director Emeritus or Advisory
Director, the occurrence of any event which in the case of a Director would create a vacancy on
the Board, shall be deemed to create a vacancy in such position; but the Board may declare the
position terminated until such time as the Board shall again deem it proper to create and to fill
the position.
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ARTICLE IV
NOTICES

Section 1. Service of Notice. Notices to Directors and shareholders shall be in writing and
delivered personally or mailed or sent by telegram, telex or facsimile transmission to the
Directors or shareholders at their addresses appearing on the books of the Corporation, except
that notice to Directors of a special meeting of the Board may be given orally. Notice by mail
shall be deemed to be given at the time when the same shall be mailed; notice by telegram when
such notice 1s delivered to the telegraph company; notice Dby facsimile transmission when
transmitted.

Section 2. Waiver of Notices. Whenever any notice is required to be given under the provisions of
law, the Articles, or of these Bylaws, a waiver thereof in writing, signed by the person or
persons entitled to said notice, whether before or after the time stated therein, shall be deemed
equivalent thereto.
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ARTICLE V
OFFICERS

Section 1. Titles. The Officers of the Corporation shall be chosen by the Board of Directors and
shall be a Chairman of the Board (herein the "Chairman"), a Chief Executive Officer, a President,
at least one Vice President, a Secretary and a Treasurer. The Board may also elect one or more
Vice Chairmen of the Board (herein "Vice Chairmen"), additional Vice Presidents, a Controller, one
or more Assistant Controllers, and such other officers as the Board may deem appropriate. Any two
or more of the aforesaid offices, except those of President and Vice President or President and
Secretary, may be held by the same person. Vice Presidents of the Corporation may be given
distinctive designations such as Executive Vice President, Group Vice President, Senior Vice
President and the like.

Section 2. Election. The Board, at its annual meeting immediately following each annual meeting of
the shareholders, shall elect a Chairman, a Chief Executive Officer and a President, and may elect
one or more Vice Chairmen, all of whom shall be Directors or Advisory Directors; and the Board
shall also at such annual meeting elect one or more Vice Presidents, a Secretary and a Treasurer,
who may, but need not, be Directors or Advisory Directors. The Board may elect such other officers
and agents as it shall determine necessary who shall hold their offices for such terms and shall
exercise such powers and perform such duties as shall be determined from time to time by the
Board. In connection with the election of any officer of the Corporation, the Board may determine
that such officer, in addition to the title of the office to which he is elected, shall have a
further title such as Chief Administrative Officer, Chief Operating Officer or such other title as
the Board may designate, and the Board may prescribe powers to be exercised and duties to be
performed by any such officer to whom any such additional title of office is given in addition to
those powers and duties provided for by these Bylaws for such office.
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Section 3. Term. The officers of the Corporation shall hold office until their respective
successors are elected and qualify. Any officer elected or appointed by the Board may be removed
by the Board at any time with or without cause by the affirmative vote of a majority of the whole
Board. Any vacancy occurring in any such office may be filled only by the Board.

Section 4. Chairman of the Board. The Chairman shall preside at all meetings of shareholders and
Directors. The Chairman shall be Chairman of the Executive Committee of the Board of Directors and
shall be an executive officer of the Corporation. The Chairman shall act in a consultative
capacity to the Board and the executive officers and shall perform such other duties as the Board
may prescribe. In the absence or disability of the Chief Executive Officer, the Chairman shall
exercise all of the powers and discharge all of the duties of the Chief Executive Officer.
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Section 5. Chief Executive Officer. The Chief Executive Officer shall be responsible for the
general and active management of the business and affairs of the Corporation, subject only to the
control of the Board. The Chief Executive Officer shall see that all orders and resolutions of the
Board of Directors are carried into effect and shall be responsible to the Board of Directors for
the Corporation's strategic development and operational results and for the conduct of the
Corporation's business and affairs in accordance with policies approved by the Board of Directors.
The Chief Executive Officer shall have full authority in respect to the signing and execution of
deeds, bonds, mortgages, contracts and other instruments of the Corporation. In the absence or
disability of the Chairman, the Chief Executive Officer (i) shall preside at all meetings of
shareholders, and (ii) if a member of the Board of Directors, shall preside at all meetings of the
Directors and shall otherwise exercise all of the powers and discharge all of the duties of the
Chairman. The Chief Executive Officer shall perform such other duties as the Board may prescribe.

Section 6. President. The President shall be an executive officer of the Corporation. The
President, (i) in the absence or disability of the Chairman and the Chief Executive Officer, (a)
shall preside at meetings of shareholders, (b) if a
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member of the Board of Directors, shall preside at meetings of the Directors and shall otherwise
exercise all the powers and discharge all of the duties of the Chairman and of the Chief Executive
Officer; and (ii) shall perform such other duties as the Chief Executive Officer or the Board
shall prescribe. The President shall have equal authority with the Chief Executive Officer and the
Vice Chairmen, if any, to sign and execute deeds, bonds, mortgages, contracts and other
instruments of the Corporation.



Section 7. Vice Chairmen of the Board. Vice Chairmen, if any, may but need not be executive
Officers of the Corporation. In the absence or disability of the Chief Executive Officer and the
President, the Vice Chairmen, in order of their seniority with the Corporation, shall perform the
duties and exercise the powers of the President. The Vice Chairmen shall perform such other
duties, and have such other powers as the Chief Executive Officer or the Board may, from time to
time, prescribe. Each Vice Chairman shall have equal authority with the Chief Executive Officer
and the President with respect to the signing and execution of deeds, bonds, mortgages, contracts
and other instruments of the Corporation.

Section 8. Vice Presidents. The Vice President, or if there shall be more than one, the Vice
Presidents in order of seniority, in the absence or disability of the Chief Executive
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Officer, the President and all Vice Chairmen, shall perform the duties and exercise the powers of
the President. Each Vice President shall perform such other duties and have such other powers as
the Chief Executive Officer and the Board may, from time to time, prescribe.

Section 9. Secretary and Assistant Secretaries. The Secretary shall attend all meetings of the
Board and all meetings of the shareholders and record all the proceedings of the meetings of the
Corporation and of the Board in books to be kept for that purpose, shall perform like duties for
Committees of the Board when required, and shall perform such other duties as may be prescribed by
the Board, the Chief Executive Officer, any Vice Chairman, or the President. The Secretary shall
keep in safe custody the seal of the Corporation and affix the same to any instrument requiring
it, and, when so affixed, it shall be attested by his or her signature or by the signature of an
Assistant Secretary. The Assistant Secretary, or, 1f there be more than one, the Assistant
Secretaries, in the order determined by the Board, shall, in the absence or disability of the
Secretary, perform the duties and exercise the powers of the Secretary and shall perform such
other duties and have such other powers as the Board may, from time to time, prescribe.

Section 10. Treasurer and Assistant Treasurers. The Treasurer shall have charge of the funds of
the Corporation; shall keep the same in depositories designated by the Board or by officers of the
Corporation authorized by the Board to make such designation; shall cause said funds to be
disbursed upon checks, drafts, bills of exchange or orders for the payment of
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money signed in such manner as the Board or authorized officers of the Corporation may, from time
to time, direct; shall perform such other duties as directed by the Board, the Chief Executive
Officer or other senior officers; and, if required by the Board, shall give bond for the faithful
performance of his or her duties in such form and amount as may be determined by the Board. The
Assistant Treasurer, or, 1if there Dbe more than one, the Assistant Treasurers, 1in the order
determined by the Board, shall, in the absence or disability of the Treasurer, perform the duties
and exercise the powers of the Treasurer, and shall have such other duties and powers as the Board
may prescribe.

Section 11. Controller and Assistant Controllers. The Controller, if one is elected by the Board,
shall have charge of the accounting records of the Corporation; shall keep full and accurate
accounts of all receipts and disbursements in books and records belonging to the Corporation;
shall maintain appropriate internal control and auditing of the Corporation; and shall perform
such other duties as directed by the Board, the Chief Executive Officer or other senior officers.
The Assistant Controller or, if there be more than one, the Assistant Controllers, in the order
determined by the Board, shall, in the absence or disability of the Controller, perform the duties
and exercise the powers of the Controller and shall have such other duties and powers as the Board
may prescribe.
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Section 12. Appointed Officers. In addition to the corporate officers elected by the Board as
hereinabove in this Article V provided, the Chief Executive Officer may, from time to time,
appoint one or more other persons as appointed officers who shall not be deemed to be corporate
officers, but may, respectively, be designated with such titles as the Chief Executive Officer may
deem appropriate. The Chief Executive Officer may prescribe the powers to be exercised and the
duties to be performed by each such appointed officer, may designate the term for which each such
appointment is made, and may, from time to time, terminate any or all of such appointments with or
without cause. Such appointments and termination of appointments shall be reported periodically to
the Board.

ARTICLE VI



CERTIFICATES OF SHARES

Section 1. Certificates. The certificates of shares of the Corporation shall be numbered and
registered in a share register as they are issued. They shall exhibit the name of the registered
holder and the number and class of shares and the series, if any, represented thereby and the par
value of each share or a statement that such shares are without par value as the case may be.
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Section 2. Signatures on Certificates. Every share certificate shall be signed by the Chairman of
the Board, the Chief Executive Officer, the President or a Vice President; and by the Secretary or
an Assistant Secretary or the Treasurer or an Assistant Treasurer; and shall be sealed with the
Corporation's seal which may be facsimile, engraved or printed.

Section 3. Transfer Agents and Registrars; Facsimile Signatures. The Board may appoint one or more
transfer agents or transfer clerks and one or more registrars and may require all certificates for
shares to bear the signature or signatures of any of them. Where a certificate is signed (a) by a
transfer agent or an assistant or co-transfer agent, or (b) by a transfer clerk or (c) by a
registrar or co-registrar, the signature of any officer thereon may be facsimile. Where a
certificate is signed by a registrar or co-registrar the certificate of any transfer agent or co-
transfer agent thereon may be by facsimile signature of the authorized signatory of such transfer
agent or co-transfer agent. In case any officer or officers of the Corporation who have signed, or
whose facsimile signature or signatures have been used on, any such certificate or certificates
shall cease to be such officer or officers, whether because of death, resignation or otherwise,
before such certificate or certificates have been delivered by the Corporation, such certificate
or certificates may, nevertheless, be issued and delivered as though the person or persons who
signed such certificate or certificates or whose facsimile signature or signatures have been used
thereon had not ceased to be such officer or officers of the Corporation.
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Section 4. Lost Certificates. In case of loss or destruction of any certificate of stock or other
security of the Corporation, another may be issued in its place upon satisfactory proof of such
loss or destruction and upon the giving of a satisfactory bond of indemnity to the Corporation and
to the transfer agents and registrars, if any, of such stock or other security, in such sum as the
Board may provide. The Board may delegate to any officer or officers of the Corporation the
authorization of the issue of such new certificate or certificates and the approval of the form
and amount of such indemnity bond and the surety thereon.

Section 5. Transfer of Shares. Upon surrender to the Corporation or a transfer agent of the
Corporation of a certificate for shares duly endorsed or accompanied by proper evidence of
succession, assignment or authority to transfer, the Corporation may issue a new certificate to
the person entitled thereto, cancel the old certificate and record the transaction upon its books.

Section 6. Registered Shareholders. The Corporation and its transfer agents shall be entitled to
treat the holder of record of any share or shares as the holder in fact thereof and shall not be
bound to recognize any equitable or other claims to, or interest in, such shares on the part of
any other person and shall not be liable for any registration or transfer of shares which are
registered, or to be registered, in the name of a fiduciary or the nominee of a fiduciary unless
made with actual knowledge that a fiduciary, or nominee of a fiduciary, is committing a breach of
trust in requesting such registration or transfer, or with knowledge of such facts that its
participation therein amounts to bad faith.
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Section 7. Interested Shareholders. The provisions of these Bylaws, including without limitation
the provisions of this Article VI as they apply to any Interested Person or shares beneficially
owned by such Interested Person, are subject to the provisions of Article 9 of the Articles.

ARTICLE VII
INDEMNIFICATION OF DIRECTORS, OFFICERS, EMPLOYEES AND AGENTS

Section 1. Actions Involving Directors, Officers or Employees. The Corporation shall indemnify any
person who was or is a party (other than a party plaintiff suing on his own behalf or in the right
of the Corporation), or who is threatened to be made such a party, to any threatened, pending or
completed action, suit or proceeding, whether civil, criminal, administrative or investigative
(including, but not limited to, an action by or in the right of the Corporation) by reason of the
fact that he or she is or was a Director, officer or employee of the Corporation, or is or was
serving at the request of the Corporation as a director, officer or employee of another
corporation, partnership, Jjoint venture, trust or other enterprise, against expenses (including
attorneys' fees), judgments, fines and amounts paid in settlement actually and reasonably incurred



by him or her in connection with such action, suit or proceeding; provided, that no such person
shall be indemnified (a) except to the extent that the aggregate of losses to be indemnified under
the provisions of this Article

-29-

VII exceeds the amount of such losses for which the Director, officer or employee is insured
pursuant to any directors and officers liability insurance policy maintained by the Corporation;
(b) in respect to remuneration paid to such person if it shall be finally adjudged that such
remuneration was in violation of law; (c) on account of any suit in which judgment is rendered
against such person for an accounting of profits made from the purchase or sale by such person of
securities of the Corporation pursuant to the provisions of Section 16(b) of the 1934 Act and
amendments thereto or similar provisions of any federal, state or local statutory law; (d) on
account of such person's conduct which is finally adjudged to have been knowingly fraudulent,
deliberately dishonest or willful misconduct; and (e) if it shall be finally adjudged that such
indemnification is not lawful.

Section 2. Actions Involving Agents. The Corporation may indemnify any person who was or 1is a
party (other than a party plaintiff suing on his own behalf or in the right of the Corporation),
or who is threatened to be made such a party, to any threatened, pending or completed action, suit
or proceeding, whether civil, criminal, administrative or investigative (including, but not
limited to, an action by or in the right of the Corporation) by reason of the fact that he or she
is an agent of the Corporation, or is or was serving at the request of the Corporation as an agent
of another corporation, partnership, Jjoint wventure, trust or other enterprise, against expenses
(including attorneys' fees), Jjudgments, fines and amounts paid in settlement actually and
reasonably incurred by him or her in connection with such action, suit or proceeding, all to the
full extent permitted by law.
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Section 3. Determination of Right to Indemnification in Certain Instances.

(a) Any indemnification under Section 1 of this Article VII (unless ordered by a court) shall be
made by the Corporation unless a determination is reasonably and promptly made that
indemnification of the director, officer or employee is not proper in the circumstances because he
or she has not satisfied the conditions set forth in such Section 1. Such determination shall be
made (1) by the Board by a majority vote of a quorum consisting of Directors who were not parties
to such action, suit or proceeding, or (2) if such a quorum is not obtainable, or, even if
obtainable, a quorum of disinterested Directors so directs, by independent legal counsel in a
written opinion, or (3) by the shareholders; provided, that no such determination shall preclude
an action brought in an appropriate court to challenge such determination.

(b) Any indemnification under Section 2 of this Article VII (unless ordered by a court) shall be
made by the Corporation only as authorized in the specific case upon a determination that
indemnification of the agent is proper in the circumstances because he or she has met the
applicable standard of conduct set forth in such Section 2. Such determination shall be made (1)
by the Board by a majority vote of a quorum consisting of Directors who were not parties to such
action, suit or proceeding, or (2) if such a quorum is not obtainable, or, even if obtainable, a
quorum of disinterested Directors so directs, by independent legal counsel in a written opinion,
or (3) by the shareholders.
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Section 4. Advance Payment of Expenses. Expenses incurred by defending a civil or criminal action,
suit or proceeding may be paid by the Corporation in advance of the final disposition of such
action, suit or proceeding upon receipt of an undertaking by or on behalf of the director,
officer, employee or agent to repay such amounts unless it shall ultimately be determined that he
or she is entitled to be indemnified by the Corporation as authorized in this Article.

Section 5. Successful Defense. Notwithstanding any other provision of this Article VII, to the
extent that a director, officer, employee or agent of the Corporation has been successful on the
merits or otherwise (including the dismissal of an action without prejudice or the settlement of
an action without admission of liability) in defense of any action, suit or proceeding referred to
in Sections 1 or 2 of this Article VII, or in defense of any claim, issue or matter therein, he or
she shall be indemnified against expenses (including attorneys' fees) actually and reasonably
incurred in connection therewith.
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Section 6. Not Exclusive Right. The indemnification provided by this Article VII shall not be
deemed exclusive of any other rights to which those seeking indemnification may be entitled under
any statute, bylaw, agreement, vote of shareholders or disinterested directors or otherwise, both



as to action in an official capacity and as to action in another capacity while holding such
office. Without limiting the generality of the foregoing, in the event of conflict between the
provisions of this Article VII and the provisions of any agreement adopted by the shareholders
between the Corporation on the one hand, and any director, officer, employee or agent of the
Corporation on the other, providing for indemnification, the terms of such agreement shall
prevail. Any indemnification, whether required under this Bylaw or permitted by statute or
otherwise, shall continue as to a person who has ceased to be a director, officer or employee and
shall inure to the benefit of the heirs, executors and administrators of such person.
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Section 7. Insurance. The Board shall have the power to cause the Corporation to purchase and
maintain insurance on behalf of any person who is or was a Director, officer, employee or agent of
the Corporation, or is or was serving at the request of the Corporation as a director, officer,
employee or agent of another corporation, partnership, Jjoint wventure, trust or other enterprise
against any liability asserted against him or her and incurred by him or her in any such capacity,
arising out of his or her status as such, whether or not the Corporation would have the power to
indemnify him against such liability under the provisions of this Article.

Section 8. Subsidiaries of Corporation. For the purposes of this Article VII, (a) any officer,
Director, or employee of the Corporation who shall serve as an officer, director, employee or
agent of any other corporation, joint venture, trust or other enterprise of which the Corporation,
directly or indirectly, is or was a stockholder or creditor, or in which the Corporation is or was
in any way interested, or (b) any officer, director, or employee of any subsidiary corporation,
venture, trust or other enterprise wholly owned by the Corporation, shall be deemed to be serving
as such director, officer, employee or agent at the request of the Corporation, unless the Board
shall determine otherwise. In all instances where any person shall serve as a director, officer,
employee or agent of another corporation, joint venture, trust or other enterprise of which the
Corporation is or was a stockholder or creditor, or in which it is or was otherwise interested, if
it is not otherwise established that such person is or was serving as such director, officer,
employee or agent at the request of the Corporation, the Board may determine whether such service
is or was at the request of the Corporation, and it shall not be necessary to show any actual or
prior request for such service.
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Note: The indemnification provided in the foregoing provisions of Article VII (and related
matters) was approved by the stockholders of the Corporation on February 10, 1987.
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Section 9. Spousal Indemnification. The spouse of a person entitled to indemnification under
Section 1 hereof or who is granted indemnification under Section 2 hereof, shall be entitled to be
so indemnified; provided, that the spouse was or is a party (other than a party plaintiff suing on
his or her own behalf or in the right of the Corporation), or was or is threatened to be made a
party, to any threatened, pending, or completed action, suit or proceeding, whether civil,
criminal, administrative, or investigative (including, but not limited to, an action by or in the
right of the Corporation), solely by reason of the spousal relationship to the person entitled to
indemnification under Section 1 hereof or who is granted indemnification under Section 2 hereof.

ARTICLE VIII
GENERAL PROVISIONS

Section 1. Dividends. Dividends upon the shares of the Corporation, subject to the provisions of
the Articles, if any, may be declared by the Board at any regular or special meeting, pursuant to
law. Dividends may be paid in cash, 1in property, or in shares of the capital stock or other
securities of the Corporation, in rights or warrants relating thereto, or in any other form
authorized by law.

Section 2. Checks. All checks or demands for money and notes of the Corporation shall be signed by
such officer or officers or such other person or persons as the Board, or officers authorized by
the Board, may, from time to time, designate.
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Section 3. Fiscal Year. The fiscal year of the Corporation shall commence on October 1, and close
on September 30.

Section 4. Seal. The Corporation's seal shall have inscribed thereon the name of the Corporation,
the numeral "1890" being the year of the incorporation of the Corporation, and the words
"Corporate Seal, Missouri". The seal may be used by causing it, or a facsimile thereof, to be
impressed, affixed, reproduced or otherwise.

Section 5. Closing of Transfer Books and Fixing of Record Dates. The Board shall have power to
close the share transfer books of the Corporation for a period not exceeding seventy (70) days
preceding the date of any meeting of shareholders, or the date for the payment of any dividend, or
the date for the allotment of rights, or the date when any
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change, conversion or exchange of shares shall go into effect; provided, however, that, in lieu of
closing the share transfer books as aforesaid, the Board may fix in advance a date, not exceeding
seventy (70) days preceding the date of any meeting of shareholders, or the date for the payment
of any dividend, or the date for the allotment of rights, or the date when any change or
conversion or exchange of shares shall go into effect, as a record date for the determination of
the shareholders entitled to notice of, and to vote at, any such meeting, and any adjournment
thereof, or entitled to receive payment of any such dividend, or to any such allotment of rights,
or to exercise rights in respect of any such change, conversion or exchange of shares; and, in
each such case, such shareholders and only such shareholders as shall be shareholders of record on
the date of closing the share transfer books, or on the record date so fixed, shall be entitled to
notice of, and to vote at, such meeting and any adjournment thereof, or to receive payment of such
dividend, or to receive such allotment of rights, or to exercise such rights, as the case may be,
notwithstanding any transfer of any shares after such date of closing of the share transfer books
or such record date fixed as aforesaid.

ARTICLE IX
AMENDMENTS

Section 1. These Bylaws may be altered, amended or repealed solely by a majority vote of the
members of the whole Board at any regular or special meeting thereof duly called and convened.
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Exhibit 10(d)
FOURTH AMENDMENT TO THE
EMERSON ELECTRIC CO.
1993 INCENTIVE SHARES PLAN

WHEREAS, Emerson Electric Co. ("Company") previously adopted the Emerson Electric 1993 Incentive Shares Plan ("Plan") for the
benefit of eligible employees; and

WHEREAS, the Compensation and Human Resources Committee of the Board of Directors of the Company ("Committee") is authorized to
amend the Plan pursuant to Section 12 thereof; and

WHEREAS, the Committee desires to amend the Plan effective as of October 1, 2001:
NOW, THEREFORE, effective as of October 1, 2001, the Plan is amended as follows:
1. The following is added at the end of the first paragraph of Section 7:
However, the Committee may direct that a Participant as to whose compensation the Company's federal income tax deduction is not
limited by Section 162(m) of the Internal Revenue Code of 1986, as amended, shall receive payment of an award before the determination that the
applicable targeted performance objectives have been met, subject to adjustment and repayment of any such payment if the performance

objectives are not met.

IN WITNESS WHEREOF, the foregoing amendment was adopted on the 1st day of October, 2001.
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Exhibit 10(j)

FIRST AMENDMENT TO THE
EMERSON ELECTRIC CO.
1997 INCENTIVE SHARES PLAN

WHEREAS, Emerson Electric Co. ("Company") previously adopted the Emerson Electric 1997 Incentive Shares Plan ("Plan") for the
benefit of eligible employees; and

WHEREAS, the Compensation and Human Resources Committee of the Board of Directors of the Company ("Committee") is authorized to
amend the Plan pursuant to Section 12 thereof; and

WHEREAS, the Committee desires to amend the Plan effective as of October 1, 2001:
NOW, THEREFORE, effective as of October 1, 2001, the Plan is amended as follows:
1. The following is added at the end of the first paragraph of Section 7:
However, the Committee may direct that a Participant as to whose compensation the Company's federal income tax deduction is not
limited by Section 162(m) of the Internal Revenue Code of 1986, as amended, shall receive payment of an award before the determination that the
applicable targeted performance objectives have been met, subject to adjustment and repayment of any such payment if the performance

objectives are not met.

IN WITNESS WHEREOF, the foregoing amendment was adopted on the 1st day of October, 2001.



EXHIBIT 12
EMERSON ELECTRIC CO. AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Dollars in Millions)

YEAR ENDED SEPTEMBER 30,

1997 1998 1999 2000 2001
Earnings:
Income before income taxes (a) $1,821.7 2,002.3 2,064.0 2,212.9 1,624.3
Fixed charges 176.5 218.2 258.1 359.5 377.3
Earnings, as defined 1,998.2 2,220.5 2,322.1 2,572.4 2,001.6
Fixed Charges:
Interest expense $ 124.2 161.4 199.0 292.4 304.3
One-third of all rents 52.3 56.8 59.1 67.1 73.0
Total fixed charges 176.5 218.2 258.1 359.5 377.3
Ratio of Earnings to Fixed Charges 11.3x 10.2x 9.0x 7.2x% 5.3x

(a) Represents income before income taxes and minority interests in the income of
consolidated subsidiaries with fixed charges.



Financial Review Exhibit 13
Results of Operations

Net Sales

Sales for 2001 were $15.5 billion, a decrease of $65 million, or 0.4 percent,
from 2000. Strong sales growth in the Process Control business from PlantWeb and
solutions activities was negated by weakness in the Industrial Automation;
Heating, Ventilating, and Air Conditioning (HVAC); and Appliance and Tools
businesses. In addition, robust gains in the Electronics and Telecommunications
business in the first half of 2001 reversed in the second half. Sales also were
impacted by divestitures and a stronger U.S. dollar, with each reducing reported
sales by more than 2 percent. Underlying sales realized slight growth excluding
acquisitions, divestitures and the unfavorable impact from currency. U.S. sales
decreased by approximately $360 million, or 4 percent, while international sales
increased approximately $295 million, or 5 percent. New product sales, from
products introduced in the past five years, were $5.4 billion, representing 35
percent of sales.

In 2000, sales were $15.5 billion, up $1,275 million, or 8.9 percent, from 1999.
The strong sales growth was driven by robust demand for network power and
connectivity products and services, the continued success of other major growth
initiatives, and the contribution of acquisitions. Excluding the impact of
divestitures, all businesses reported sales increases. U.S. sales increased
approximately $1,094 million, or 13 percent, while international sales increased
approximately $181 million, or 3 percent. Underlying sales growth was led by
robust demand in the Electronics and Telecommunications business worldwide,
while the HVAC business achieved a very strong performance internationally. New
product sales, from products introduced in the past five years, increased
approximately $614 million, to a record $5.6 billion, representing 36 percent of
sales.

International Sales

International sales, including U.S. exports, increased 5 percent, to a record
$6.2 billion in 2001, representing 40 percent of the Company's total sales. U.S.
exports were in line with a year ago, at $1.0 billion. Sales by non-U.S.
subsidiaries were $5.3 billion in 2001, up 7 percent from 2000. International
subsidiary sales increased 8 percent excluding acquisitions, divestitures and
the unfavorable impact of currency translation of approximately $310 million.
Very strong growth in Asia and Latin America and moderate growth in Europe was
slightly offset by the impact of currency exchange.

In 2000, international sales increased over 3 percent to $5.9 billion,
representing 38 percent of the Company's total sales. U.S. exports increased 9
percent to $1.0 billion. Sales by non-U.S. subsidiaries were $5.0 billion in
2000, up 3 percent from 1999. International subsidiary sales increased 8 percent
excluding acquisitions, divestitures and the unfavorable impact of currency
translation of approximately $320 million. Strong growth in Canada, Asia and
Latin America and moderate growth in Europe was dampened by the impact of
currency exchange.

Business Segment Sales - 2001 vs. 2000

The Process Control business sales increased 8 percent to $3.3 billion in 2001,
reflecting continued high customer demand for PlantWeb technology and strong
growth in the solutions and services areas. These capabilities have dramatically
increased the Company's end-market opportunity, and the uniqueness of Emerson's
offerings has allowed the Company to firmly establish a leading position. The
Company's product strength in control systems, valve and measurement devices
also played a key role in the growth, as general maintenance and repair spending
returned to more normalized levels after a challenging 2000 and 1999. Very
strong growth in the United States and Asia and moderate growth in Europe were
dampened by the impact of currency exchange.

Sales of the Industrial Automation business declined 7 percent to $3.0 billion
in 2001, due to a modest decline in underlying sales, unfavorable currency
exchange and the Krautkramer and Sweco divestitures. U.S. capital goods markets
showed considerable weakness, while underlying European sales increased
moderately and Asian sales grew modestly versus 2000.

The Electronics and Telecommunications business reported a 9 percent increase in
sales, to $3.6 billion in 2001, due to the acquisitions of Jordan
Telecommunication Products, Inc. and Ericsson Energy Systems in 2000. Underlying
sales increased modestly, excluding the impact of acquisitions, divestitures and
currency exchange. After a 30 percent underlying increase in the first half of
2001, sales declined over 20 percent in the second half. Fiber-optic and
embedded power products were the first to be impacted by the overall downturn in
computing and communications markets, and systems sales declined as the year
progressed. U.S. sales declined slightly, partially offsetting very strong
growth in Europe, Asia and Latin America, with all regions slowing dramatically
in the second half of the year.
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Sales of the HVAC business declined 2 percent from the prior year to $2.4



billion, primarily due to lower U.S. demand for air conditioning and
refrigeration products at the residential, commercial and industrial levels.
Underlying sales decreased slightly, excluding the unfavorable impact from
currency exchange, with very strong gains in Asia and solid gains in Europe more
than offset by a moderate decline in U.S. sales, which comprise approximately 65
percent of sales in this business. New growth opportunities for scroll
compressor technology continue to develop, with Copeland Scroll sales reaching
nearly $900 million in 2001.

The Appliance and Tools business reported $3.5 billion in sales in 2001, an 8
percent decrease from 2000. This decline is primarily the result of the Vermont
American divestiture in fiscal 2000, the weak U.S. capital goods environment and
a challenging appliances market. Underlying tools sales were flat versus 2000. A
moderate overall decline in underlying sales was due to softness in both
domestic and international markets.

Business Segment Sales - 2000 vs. 1999

The Process Control business achieved a 5 percent sales increase to $3.1 billion
in 2000. This increase was driven by the Daniel Industries, Inc. acquisition and
customers embracing PlantWeb technology, partially offset by difficult market
conditions, particularly in Asia and Europe, and the impact of currency
exchange. Underlying sales for the year decreased slightly but turned positive
in the fourth quarter, the first organic sales improvement since the process
markets began to cycle down in 1998.

Sales of the Industrial Automation business were $3.2 billion in 2000, down 7
percent. Solid underlying improvement in Europe and other international regions,
the late-1999 acquisitions of Kato and MagneTek's alternator operations, and
stabilization in U.S. capital goods markets were negatively impacted by the
stronger U.S. dollar and the F.G. Wilson and Krautkramer divestitures.

The Electronics and Telecommunications business achieved outstanding
performance, with sales increasing 59 percent, to $3.3 billion. The increase was
the result of underlying growth of nearly 30 percent, reflecting strong
worldwide demand for reliable power and networking products, and two strategic
acquisitions in 2000 - Jordan and Ericsson. All product and service areas
increased sharply, with particular strength in large UPS and precision air
conditioning systems for Web-hosting centers and DC/DC embedded modules for
applications such as next-generation routers and telecom switching.

Sales of the HVAC business were $2.5 billion in 2000, a 5 percent increase from
1999, dampened slightly by unfavorable currency exchange. Europe, Asia and Latin
America all achieved very strong underlying sales growth, primarily due to
improved market conditions and continued penetration of Copeland's scroll
compressor technology.

Sales of the Appliance and Tools business increased 1 percent to $3.8 billion.
Very strong underlying growth in the tools operations was offset by the impact
of the Vermont American divestiture and unfavorable currency exchange. Tools
sales through the rapidly growing home centers channel increased in 2000,
particularly the successful relationship with The Home Depot, which capitalizes
on the RIDGID-branded line of professional quality tools. Underlying appliance
- -related sales were relatively flat for the year, due in part to distribution
issues faced by some key customers.

Acquisitions, Divestitures and Repositioning

The Company continued to reposition into faster-growth markets, acquiring
several businesses, divesting two slower-growth businesses and contributing
another business into a joint venture in 2001. Subsequent to year-end, the
Company agreed to exchange its ENI semiconductor equipment division for an
equity interest in MKS Instruments, Inc. of 12 million common shares. The
Company also announced the divestiture of its Chromalox industrial heating
solutions business. These five divested businesses had combined annualized sales
of approximately $500 million. Additionally, in the first quarter of 2002, the
Company acquired Avansys Power Co., Ltd., a provider of network power products
to the telecommunications industry in China, for approximately $750 million in
cash. 