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2012 earnings per share of $3.39 excludes the $0.72 goodwill impairment charge.
2062 earnings per shave is before the $1,12 per sl

share cumulative effect of a change in accounting principle.

=

ONE-YEAR PERFORMANCE FIVE-YEAR PERFORMANCE

- FIVE-YEAR
CAGR

Ve

Y

s ended September 30

Dallars in millions, except per share amounts 20(}7

$24,222 Sales $21,013
Net earnings $ 2,480 Net earnings $ 2,136 (2)%
Net earnings per share § 327 Net earnings per share $ 2.66 - %
Net earnings per share Net earnings per sha
excluding goodwill impairment™ § 3.30 excluding goodwill impairment® §  2.66 5%
Dividends per share $ 138 Dividends per share $ 1.05 9%
Operating cash flow $ 3,233 Operating cash flow $ 3,016 - %
Return on total capital 19.6% | Return on total capital 20.0%
Return on equity 24.6% | Return on equity 25.2%

"tarnings per share exclides goodwill impairr “tively.
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From left: Peter Chin Emerson Process Management | Susan Hughes Emerson Process Management

Appal Chintapalli Emerson Climate Technologies | Envigue Viseras Emerson Industrial Automation | Dave Bersaglini Emerson Climate Technologies
David N. Farr Chairman and Chief Executive Officer | Nathan Pettus Fmerson Process Management | Katie Chui Emerson Network Power

lay Wirts Emerson Industrial Automation | Gustave Menrezes Emerson Climate Technologies
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Staying ahead of the emerging technologies.and
business trends that tomorrow will bring requires
exceptionally talented people who lead, problem
solve, and innovate. Across the organization and
around the world, we carefully recruit and develop
high-impact employees who malke this vision for
Emerson and our customers a reality. These people
are the next generation of leaders who will take
Emerson to even higherlevels of performance and
create opportunities and value for our customers
and shareholders.

Emerson’s most differentiating asset is its dedicated
people. These remarkable people are in every
Emerson business, in every geography, in every
function. They are the heartbeat of Emerson and
the lifeblood of our future growth and leadership.

in the pages that follow, some of these high-impact
employees share aspects of Emerson’s story in their
words. The solutions they are helping to inspire for
our customers optimize oil and gas production,
maxirnize data center efficiency, and keep the
world’s food safe, to name just a few.

Emerson’s unique talent pool has accelerated our
ability to reinvent ourselves and the markets we
serve over and aver through our 122-year history.
The people of Emerson are at their best when
uncertainty is high and the challenge has never
been seen before. Collectively they solve problems
and create solutions that make our customers, and
the world, better. They are the smart difference
and our future.

This annual report provides a glimpse into some of the
many talented individuals who represent the next
generation of leaders at Emerson. | am optimistic
about and invigorated by what the people of Emerson
have overcome and accomplished in the past year,
and it gives me confidence in what the future holds.
Theirenergy, passion, and commitment will transform
Emerson and continue to deliver shareholder value
and to make the world a better place.

The tremendous commitment and loyalty that our
global organization embodies also describes our
Board of Directors. Their leadership and support
serve as an invaluable and essential element to our
management process, which has been exemplified
by two Directors soon to step down. Rozanne Ridgway
will retire after 18 years of service on the Board.
Walter Galvin will retire after 13 years on the Board
and 40 years with Emerson, as highlighted on page 58.
Both “Roz” and “Walt” have provided exceptional
leadership to Emerson and its shareholders as we
have evolved and grown through their tenure, and
their integrity and passion for excellence will be
missed. On behalf of the rest of the Board and all

of Emerson, we wish them both good health and
much happiness in their retirements.

On behalf of the Board of Directors, thank you for
your support as we continue o create and deliver
sustainable value for generations to come.

Sincerely,

David N. Farr
Chairman and
Chief Executive Officer
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Mittch: Emerson’s Trellis™ platform is making a mq iif‘iegnmrz»w Basimes
that want real-time information to manage th Thie
platform enables the administ ”;ﬁ;tor to me
and the information technology
the Trellis platform display
can be used to mprove pe
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. hiia was rocked by an earthquake in 2010 that brought
wmunications to a halt, People couldn’t
\nved ones;.governments couldn’t gather or share information
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The companies driving today’s Internet-based economy are building massive
data centers, on a hyperscale never seen before, They are turning to Emerson
for grid-to-chip power conditioning and cooling technologies and data
center information management solutions that ensure uptime, provide
energy efficiency, and fower operating costs. Every 1 percent of efficiency
enabled by Emerson technology means big cost savings for our customers.




EMERSON CLIMATE TECHNOLOGIES

Gustavao Meneres

Growth a;};}f;rmnme s for Climate Technologies in
Latin America overthe next several years are going to
eomme fromvous products and services that integrate
electronies and-software with our compressors for retail
solutions and industrialvefrigeration, The impact of
these technologies on energy savings for our customers
is huge. Qurcustomers want to minimize their enerqy
costs and beenvironmentally friendly - and our
technologies are helping them get there.

Supermarkets are energy-ritensive retail
f 15, Regardless of size of the facility,
supermarket owners have the samegoals = Lo
keep the refrigerated food safe; the a‘hngmi i
environment comfortable and welldit; and
control-costs. Emerson’s Intellifigent %ms’w*“
solution integrates our technologies, cantrols,
saftwme, and monitoring services ta help
e customers.opérate more eihiciently
wi hile keeping food safe andtheshopping
environment comfortable




Number of Copeland Scroll® compressors manufac
tured by Emerson since its 1987 product introduction.

Amount of fruits and vegetables that spoil
in developing nations, in part due to an
inadequate cold-chain infrastructure.

Annual energy cost savings per store achievable
with use of Emerson’s Intelligent Store®
technologies, services, and best practices.

Dave Bersaglini

PR

Food spoilage is a significant issue in emerging markets. In China, 20 to
30 percent of food is wasted annually because of an inadequate cold-
chain infrastructure to keep food at the proper temperature from where
it’s produced until it’s consumed. Emerson technology has a tremendous
appartunity, as developing countries invest in modern refrigeration
systemns for food transport, processing, distribution, and retailing.
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their local markets. Our facilities s
fromeone another, This collective knowledge, insight
our tremendous human talent are helping drivets
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In fraq, Emerson is helping to re-establish an oil industry damaged
by war. There are massive oil projects going on with the national oil
company and international oil companies and we've been involved
in pretty much every single project. Emerson’s engineers are at
customer sites every day of the week to get the oil production of
the country up and running as quickly as possible.
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Jay Wirts

Customers want manufacturing automation technologies
help their factories operate faster, more efficiently, and make
better products, it's an $11 billion market opportunity around
the world for drives alone. Emerson Is going after this market
with a newline.of variable speed drives with a mpu arc
platform that allows eur customers the flexibility they want
the best performance possible.

Leila Bouregba

Emersonisahead ofthe game in terms of
global footprint. We are where our customers
are in North America, Latin f\mes*ic& Surape,
Asia, and the Middle East. Just as important,
we are establishing a presence vvhes”e;? our
customers will be i the future ~ inthe
emerging marketssuch as Southeast Asia,
Russia, and Africa. We are ready for the future.




Wl o8

cted annual minimum wage inflati tion | in China
through 2015, Rising wages in developing
are propelling demand for manufacturing automation

Number of countries in which- Emerson manufactures
or sells its products to its broad, global customer base,

market opportunity
Justriat automation

Emerson will revolutionize the industrial automation
world with our new drives that offer the widest selection
in the market. For the first time customers will be able
to choose the right drive for their specific needs, with an
open architecture to allow the use of any components:
The litmus test for achievement is being able to say we
did-what has neverbeen done before:




EMERSON COMMERCIAL AND RESIDENTIAL SOLUTIONS

Jay Gotz

Emerson has evolved from just making
products with nuts and bolts to a company
that develops products with belts andb
wvith technology, 71

onics and sensors t

s

in other words

products with el
entich the capabilities of the users
RIDGIDConnect® is a new-to-the-world
solution that allows customers to use
social rnedia-like tools to share jobsite
detall and video,

McGregor

¥

Calitorni

is:creatingits own hothbed of

gevelo ptinnortheast Ohio. The :
of oursoftware solutic

inhovative prodic

tions andsurprise people.



1 pipe and tube installation time
?‘ DGID® electrohydraulic pressing
from Emerson

ons of food waste diverted from ULS. landfills and

il
converted into fertilizer and/or renewable energy
through use of food waste disposers.

&
1 in miles walked by a nurse on a routine
'-'fi shift enabled by Ma retworked point-
s carts from Emerse

tro®

Justin Daw

The applications being built by our software solutions business are laying
the foundation for exciting new products in the future. In the past, RIDGID®
was known for making the best hand and power tools. Now we're going

to see tool products with sensors that are able to record their use in the
worlplace or at the jobsite, making projects easier and more predictable

for our customers.




Report of Management

The Company’s management is responsible for the
integrity and accuracy of the financial statements.
Management believes that the financial statements for
the three vears ended September 30, 2012 have been
prepared in conformity with ULS, generally sccepm{‘
aceounting principles appropriate in the circumstances. in
preparing the financial staterments, management makes
informedijudgments andestimates where nec essavy to
reflect the expected effects of events and transaction

that have notbeen completed. The Company's dis imt iwe
controls and procedures ensure that material information
required to be disclosed is recorded, processed, summa-
rized and communicated to management and reported
withia the required time periods.

In meeting its responsibility for the reliability of the
financial statements, management relies on a system

of internal accounting control. This system is designed to
provide reasonable assurance that assets are safeguarded
and-transactions are executed in accordance with
management’s authotization.and recorded properly
to-permit the preparation of financial statements |
accordancewith US. generally accepted accounting
principles: The design of this system recognizes that
arrors orirreqularities may occur and that estimates
and judgments are required to assess the relative cost
ahd expected benefits of the controls: Management
believes that the Company's interpal accounting controls
provide reasanable assurance that errors or irreqularities
that could be material to the financial statements are
prevented orwould be detected withina timely petiod.

n

The Audit Committee of the Board of Directors, which s

d solely of independent directors, is responsible
seeing the Company’s financial reporting process.
The Audit Committee meets with ma‘anag@me‘m’ andthe
Company'sinternal auditors periodically to review the
work ofeachand to monitor the dm\.i harge by each of its
responsibilities. The Audit Committee also meets periodi-
calbywith the independent auditors, who have free acgess
to the Audit Committee and the Board of Directors, to
discuss the quality and acce ; stabi !sw of the Campany’s
financial reporting, internal controls, as well as non-audit-
refated services

The tadependent auditors are engaged to express
an-epinion on the Company’s consolidated financial
statements and on the Company’s internal control
over financial repotting. Their opinions are based on
procedures that they believe to be sufficient to provide
reasonable assurance that the financial staternents
contain no material errors and that the Company's
internal controls are effective.

&

e farestab
ool over

The Company’s management is respor
lishing and maintainingadequate ntern
ﬂmmc““a% reporting for the Compary. Wit
ion of the Chief Executive Officer and the
ﬁ icer, managernent conducted aneva
effectiv nternal contr
wcw% on §x<- fr émewmk an

eness of | Fovert
Inte
Con

Comr

) e
concluded that i at aoﬂfmi overf nm(:a% ¢
was effective as of September 30, 2012

The Company’s auditor, KPMG LLP, anindependent
registered public aamx,m tnng firm, hasissued anvaudit
report on the effectiveness of the Qi}i».{f‘ iy s rterral
control over financiat reporting:

David N. Farr

Chairman of the Board

and Chief Executive Officer



Results of Operations

Years ended September 30 | Dollars in millions, except per share amounts

2010

Net sales $21,039
ss profit $ 8,326
Percent of sales 39.6%
SGRA $ 4,817

Percent of sales 22.9%

CHANGE

“10-11

&
2

%23
9

24%

15%

Goodwill impairment $
Other deductions, net $ 369
Interest expense, net 261
Earnings from continuing operations
hefore income taxes $ 2,879
Percent of sales 13.7%
Earnings from continuing operations
common stockholders $ 1,978
Net earnings common stockholders $ 2,164
Percent of sales 10.3%
EPS - Earnings from continuing operations $  2.60
Dituted EPS ~ Net earnings $  2.84
Return on common stockholders” equity 23.6% 24.6%
Return on total capital 18.9%

OVERVIEW

Emerson delivered another solid year of operational
performance in 2012 despite a challenging global macro-

onomic environment. The Company’s businesses
remained focused on execution and managing through
uncertain market conditions, Net sales for 2012 increased
1 percent from the prior year to $24.4 billion, led by

a second consecutive year of double-digit growth in
Process Management. Underlying sales growth of

3 percent reflected a substantial deceleration in global
econormic activity as the year progressed. Currency
translation deducted 2 percent due to the strengthening
LS. dollar. The U.S. grew 2 percent, Asia grew 3 percent

l turope declined 1 percent.

The protracted slowdown in global telecommunications
and information technology end markets has resulted
in slower growth expectations for the embedded

computing and power and DC power businesses,

requiring a noncash goodwill impairment charge of

$592 million ($528 million after-tax, or $0.72 per share).
Net earnings per share of $2.67 includes this charge and
compares to $3.27 in the prior year. Excluding the charge
and a small impairment in the prior year, net earnings
per share was $3.39 versus $3.30.

Operating results for the first half of 2012 were adversely
affected by a supply chain disruption related to flooding
in Thailand. Sales delayed by the flooding were recovered
as the year progressed contributing to strong second-
half volume leverage. Process Management reported
strong sales and earnings growth on continued strength
in global oit and gas, chemicals, and power end markets.
Improvement in commercial and residential construction
spending aided sales and earnings growth in Commercial
& Residential Solutions. Sales in Industrial Automation
decreased modestly on mixed results among businesses
and unfavorable foreign currency translation. Network
Power results showed persistent weakness in telecom-
munications and information technology markets and
deleverage in the embedded computing and power busi-
ness. Sales and earnings dedlined for Climate Technologies
onweakness in global air conditioning markets.

The Company generated operating cash flow of $3.1 billion
and free cash flow (operating cash flow less capital expen-
ditures) of $2.4 billion., Despite the uncertain economic
outlook, Emerson is well positioned moving into 2013
given its strong financial position, global footprint in
mature and emerging markets, and focus on products
and technology.




Net sales for 2012 were $24.4 biflion, an increase of
$190 million, or 1 percent, from 2011, Consolidated
restlte reflect o 3 percent (3616 million) increase in

griderlying sales (wh'(*h exclude acquisitions dzvenstsf
and foreigncarrency i 131 tmr a2 m 8
uifavorabledmpact fr
anegligible (515 millio
tures, netof aic;ﬁiiitimm Underlying sé
gains of 2 percent and an nated Tp
Underlying sales increased 2 percantir
and 3 percentinternationally, maluding Asia (3
tatinArmerica (13 percent) *‘wd He
and Canada (9 percent), 3
Tpercent:Segment results were mixed gsgales in Proc
Management and Cormnmercial & Residential Solutions
ingreased $899 million and $40 million; respectively,
while sales inNetwork Power, Climate Technologies
and Industriat Automation decreased $41 2 million
§229 millien and $106 million, respectively.

Tthe inited 'mfw
percent),

t)

eased

if {m\}w decr

while sales |

NetsalesTor 2011 were $24.2 billion, ariincrease of
43,483 million, or 15 percent from 207 Q}A Sales grew in all
segments, led by thdustrial Automation, Network Power
am* Pme:ess Mar‘ac-emmu which ware ip 41,005 million
sConsolidated
Yincrease

fromacquisitions, and a 2 percent (3344 million)
favorable impact from foreign curre m;% ransiation,

ijﬁciesiysr;g sales reflected volume gainsof

|
As5a iessxftf‘eased 3 percentintermati <>y,aiiv,im:%ucimg;
Asia {11 percent), Europe {171 percent). Latin America
(20 percent); Madd e Fast/Afica (16 percent) and Canada
(20 percent). Underlying sales increased 8 percent inthe
United States.

n} (ﬂi"it%‘ﬁ?i_i‘ii{}i“:

. SAL

Emersonds-a global business forwh
including non-U.S, acquisitions, have ¢
years and now represent 59 percent
total sales. The Company expects th
tong tern f*sw to faster economic growth
markets in Asia, Latin America, Easterrifin
East/Africa.

éﬂ“}/ %

e

internations i

e $14.4bH
lanagement, offset by dea
“‘rdtesfﬁ P Autormation and Climate
S »xgis(;rts of $1 5!%(?1 o were up

ncreast SisR AL

erica, 7 percen ?m Middle
anada. Under
sales decreased 1 percent i Edrog s
tionalsubsidiaries, including shipmenitsto t

vercent net unfavarabl
slation and acquis ;
: ‘;m creased 3 peicEitcy

wation and “mf@% Ma iagemeni @5

from acquisitions. U.S. exports of $1,528 millionwer

5 percent compared with 20000 Underlying desting
increased 11 percent in Asia, inciudi
growthin China, 11 perc
TG -percent in Middle

sercentin Latin
and 20

Amterde : 36 "M‘W
in (‘,;mmc.la. Intérnationat subsidiary sales; xm;h idtrigshitps
meptsto the United States, were $ 128 billinnin M

up 20 percent from 20100 Excluding an
fa vmg;i}i@ m“g sact from acqudsitio
yslatio ernational subsidiary sales

ony anhdifo

cent compared with 20140,

swet, and a marine mr‘tn}
are sz}iﬁf

i Clirnate” s‘c’hrm[c}a es. ﬂw(enxg}aw
two srialler businesses ¢
migntary to the existing busin

Management and Network Powee, Totalcas



acquisitions in 2012 was approximately $187 million, and
annualized sales for these businesses were approximately
$115 million. See Note 3 for additional information.

The Company acquired several small businesses during
2011, mainly in the Process Management and Climate
Technologies segments, all of which were complemen-
ry to the existing business portfolio. Total cash pai
businesses in 2011 was approximately $232 million.
Annualized sales for businesses acquired in 2011 were
approximately $100 million.

ta
T
£

o

COST OF SALES
C‘asi‘c i}é sales for 2012 and 2011 were $14.6 billion and
$14.7 billion, respectively, resulting in gross profit and
gross margin of $9.8 billion and 40.0 percent, and
$9.6 biftion and 39.5 percent, respectively. Cost of sales
was essentially flat due to savings from cost reduction
actions offset by higher wage and other costs, and
incremental costs related to the Thailand supply chain
disruption. The increase in gross margin primarily reflects
leverage on higher volume and selling prices. Additionally,
gross profit was negatively impacted by foreign currency
translation due to the stronger U.S. dollar.

Costs of sales for 2011 and 2010 were $14.7 billion and
$12.7 billion, respectively. Gross profit of $9.6 billion
and $8.3 billion, respectively, resulted in gross margins
of 39.5 percent and 39.6 percent. The increase in gross
profit primarily reflects higher volume and leverage,
acquisitions, and savings from cost reduction actions in
prior periods. Higher materials costs were only partially
offset by price increases, diluting margins. Materials cost
pressures persisted throughout 20171,

SELLING, GENERAL AND
ADMINISTRATIVE EXPENSES

Selling, general and administrative (SG&A) expenses
for 2012 were $5.4 billion, or 22.3 percent of net sales
increase of $108 million and 0.3 percentage p(}mtz
mni;}en'mf with $5.3 billion and 22.0 percent for 2011
The increase in SG&A as a percent of sales was largely
due to the business mix impact from higher Process
Management volume and deleverage on lower volume
n Network Power, Climate Technologies and Industrial
Autoration, partially offset by significant cost reduction
actions. fn addition, SG&A increased on costs assaci-
ated with incremental volume and a $17 million charge
related to the elimination of post-65 supplemental
retiree medical benefits for approximately 8,000 active
employees, mostly offset by foreign currency translation
and lower incentive stock compensation expense of
$271 mitlion.

SGEA expenses for 2011 were $5.3 billion, or 22.0 percent
of net sales, compared with $4.8 billion, or 22,9 percent
of net sales for 2010. The $511 million increase was
primarily due to higher sales volume and the impact

of acquisitions. The decrease as a percent of sales was
due to volume leverage, cost reduction savings and a
$96 million decrease in incentive stock compensation
expense reflecting changes in the Company’s stock price
and a reduced impact from incentive stock plans overlap
compared to prior year, partially offset by acquisitions
and higher wage and other costs,

CGOODWILL IMPAIRMENT

1 the fourth ¢ gua rter of 2012, the Company’s annual
rment testing revealed that carrying value
exceeded fair d ie for the embedded computing and
power business and the DC power systems business,

both of which are in the Network Power segment. The
Company anticipates that growth in sales and earnings
for these businesses will be slower than previously
expected due to protracted weak demand and structural
industry challenges in telecommunications and information
narkets, and increased competition. As a

qo&dwxé impa

technology end
consequence, the carrying value of these businesses was
reduced by a noncash, pretax charge to earnings totaling
$592 million (3528 million after-tax, or $0.72 per share).
Mdnag@me nt and the Board of Directors have discussed
the unique market and technology challenges facing

the embedded computing and power business and will
pursue strategic alternatives, including a potential sale of
this business with annual revenue of $1.4 billion. In 2011,
the Company recorded a $19 million ($0.03 per share)
noncash impairment charge related to the Industrial
Automation wind turbine pitch control business. See
Note 6 for additional information.

OTHER DEDUCTIONS, NET

fuctions, net were $401 million in 2012, a

$45 million increase from 2011, primarily due to an
unfavorable impact from foreign currency transactions
reflecting volatile exchange rates, higher rationalization
expense of $38 miliion and a small loss on the sale of the

Other dec

Knaack storage business. These items were partially offset
by higher current year gains, including a $43 million gain
on payments received fc%are d to dumping duties, and
fower amortization expense of $20 million. Gains in 2011
included a $15 million Process Management India joint
venture ac quisitian gain. See Notes 4 and 5 for further
details regarding other deductions, net and rationalization
costs, xespectiveiy.




Other deductions, netwere $356 millionin 2011, a

$13 million decrease from 2010 that primarily reflected

a decrease in rationalization expense 6f $45 million, lower
acquisitionsrelated costsand the § 15 million fndiajoint
venture acquisition gain, partially offset by higher amorti
zation-expense of $85 million;

INTEREST EXPENSE, NET

interest expense, net was $224 million
and $267 millionin 2012, 20171 and 2010, respectively.
The decrease of $38 million in 207 T was primarily due te
lower average long-term borrowings.

INCOME. TAXES

incoime taxes were $1,091 million, $1,127 million and
$848 - million for2012, 2011 and 207 0 res ;xc tively,
resulting in effective tax rates of 35 percent, 37 percent
and 29 percent. The higher 2012 effective tax rate
includes an unfavorable 4 percentage point impact from
the goodwill impairment charge, as cmiy asmall portion
of the charge was tax deductible. The higher 2011 effec-
tive tax rate compared with 2010 primarily reflected

a change in the mix of regional pretax income due to
strongereardings growth in the United States, where tax
rates are generally higher than internationally, and lower
tax henelits versus 2010, inclu ‘é‘z“{! pon-U.5, tax holidays
and a $30 million capital loss tax bensfit from restruc-
turing at a foreign subsidiary.

i

EARNINGS FROM CONTINUING RATIONS

O

o
b

Farnings from-continuing operations attributable to
cormrnon stockhiolders were $2.0billionin 2012, 3
7’6\ percent decrease compared with $2.5 billion in 2011,
The decrease was primarily due to the $528 million after-
tax goodwill impairment charge in 2012 which reduced
arnings 21 percent. Earnings per share from continuing
0 pe;»mt. ons were $2.67, an 18 percent decrease versus
$3,24 inthe prior year. The decrease:was primarily due te
the $0.72 per share goodwillimpairment charge in 2012

ings per share 21 pevcent
increased $197 mi Iifsm in Prog
$471 oo inindustrial Autoria
Commiercial & Residential Solutions. Ea
$ 132 million in Network Power aid 541 mi
ee the' Busingss Segimien

%‘sm‘z e

Technblogles.

sase {}f Zé g;ea:&ni comparedwith

1. Earnings pershare romcontinuing

$3.24 i1 2071, anincresse of 25 percent

COTHpE ,wi%h $2.60 for 201 0. Earningsimproved

$309 million in Process Managerment, $239 millionin
aation, atd 518 million in both Commerdial

ential ‘m" tions and Climate Techinologies, slightly

2 %\wi
offset by a $44 million decrease in Netwaork Power,

DISCONTINUED

In thefourth quarterof 2017, £
heating elements unit for $73 mziégm i
aftertax gain of $21 millior Fourthguan
and-earni heating elements wete
$1 million, respactively. The after-tangain
ture and fourth quarter Qséfatfng ’G‘Sﬁtﬂfé‘% hess‘i C
elements, and theimpact oHiinalizing the 2070 Motors
and LANDesk divestitures, were classified ssdiscontinued
aperations for 2011, Prior fiscal 201 qusrters and prior
year resultsof-operations for heatingelementswere
inconsiquential and were not reclassified.

COPERATIONS

irigs for

In the faurth quarter of 2010, the Company sold its
appliance motors.and é. \:Qmmefczai arbinduiste
motors businesses (Motars)for pi‘e@?%{i% ofS62 2 mition,
resulting in an after-tax gain of $1 fion (5126 million
of income taxes). Motors had tots 5.6f
$82 7 million and net earnings, excluding th
gain, of $38 million in 2010, Results of opse
for Mators have i‘een reclassifiedintod
operations for 2010 and prior, LANDesk lacg
Avocent iy 20 ri{! was sold inthe fourth ffuéi?téi’f of
for proceeds of approximately $230 million, resulting
an afterdax gain of $12 million (310 milion ot income
[ANDesk was classified as distontinged operations
2010,

taxes)
througho

incoie from discontinued spérationsin 201 Findlided
s operating results and gain on
disposit t%m;; eferients ncome iomudiscon:
tinued m;ﬁ}ﬁ%mtf{)nﬁ i 201G reflected the Motors and
LANDesk divestitures andincluded bs}% Toperating resiits
fortheyear and the gains ondisposit Gifsitioms
and Pivestituresdiscussionin Nué‘ 3 i '7§§§:a<:>m,33

infortmation regarding discontinued operations.
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MET EARNINGS, RETURN ON EQUITY AND 2012 vs. 2017 ~ Process Management sales increased
RETURN ON TOTAL CAPITAL $899 million to $7.9 billion as all businesses reported
higher sales. Strong growth in the measurement and
flow, valves and regulators, and systems and solutions
businesses was driven by solid global oil and gas invest-
ment and demand in the chemical and power end
markets. The supply chain disruption from Thailand

Net earnings attributable to common stockholders

in 2012 were $2.0 billion, a decrease of 21 percent
compared with 2011, Nef earnings per share of $2.67
decreased 18 percent. Net earnings and net earnings per
share for 2012 were reduced 21 percent primarily due

to the $528 million after-tax, $0.72 per share, goodwill
impairment charge. Return on common stockholders’
equity {net earnings attributable to common stockholders
divided by average cornmon stockholders’ equity) was
19.0 percentin 2012 compared with 24.6 percentin
2011. Returi on total capital was 15.8 percentin 2012
compared with 19.6 percent in 2011, and is computed
as net earnings attributable to common stockholders
excluding after-tax netinterest expense, divided by
average common stockholders’ equity plus short- and
long-term debt less cash and short-term investments.
The charge reduced 2012 return on equity 5 percentage
points and return on total capital 4 percentage points.

flooding that adversely affected results of several busi-
nesses in the first half of the year was resolved and nearly
all of the volume was recovered in the second half. Under-
lying sales increased 15 percent on volume growth while
foreign currency translation had a 2 percent

(3135 million) unfavorable impact. Geographically,
underlying sales increased in all regions, including

18 percent in the United States, 13 percent in Asia,

9 percent in Europe, 28 percent in Latin America,

16 percent in Middle East/Africa and 14 percentin
Canada. Earnings increased $197 million, to

$1,599 million, on higher volume and leverage, Margin
increased slightly as benefits from volume, leverage

and cost reduction actions were partially offset by

Net earnings were $2.5 billion and net earnings per approximately $30 million of incremental costs related
share were $3.27 for 2011, hoth increases of 15 percent to Thailand flooding, a $44 million unfavorable impact
compared with 2010. Net earnings as a percent of net from foreign currency transactions, and higher wages
sales were 10.2 percent in 2011 and 10.3 percent in and other costs.

2010, Return on common stockholders’ equity was
24.6 percentin 2011 compared with 23.6 percent in
2010. Return on total capital was 19.6 percent in 2011
compared with 18.9 percent in 2010.

20171 vs, 2010 - Process Management sales were
$7.0 billion in 2011, an increase of $978 million as all busi-
nesses reported higher sales, led by very strong results

Business Segments

Following is an analysis of segment results for 2012
compared with 2011, and 2011 compared with 2010.

The Company defines segment earnings as earnings
before interest and income taxes. The Commercial &
Residential Solutions segment was formerly named
Tools and Storage.

PROCESS MANAGEMENT

{poars ivowitions) 2010 2011

Sales $6,022 7,000
Earnings $1.083 1,402 ¢

for the measurement and flow, valves, and systems and

- solutions businesses as a result of growth in the oil and
Margin 18.1%  20.0%

gas, chemical, power and refining end markets. Under-
lying sales increased 14 percent on higher volume, which
included some market penetration gains, and foreign
currency translation had a 2 percent ($120 million)
favorable impact. Underlying sales increased in all major
geographic regions, including the United States

(14 percent), Asia (18 percent), Europe (8 percent),




Canada (38 percent); Latin America (15 percent).and
Middle Eastfafrica (7 percent). Earnings increased

28 percent, to $1,402 million; and marginincreased
approximately 2 percentage points, prifiarly dile to
higher sales volume and resulting leverage, savings from
prior petiod costreductions, $24 milliorlowerrational-
ization expense;and an $8 million favorableimpact from
foreign currency fransactions compared o priory

3

partially offset by increasad business devetoprment invest

iy, wages and other costs:

INDUSTRIAL ﬁiﬁTGMsﬁa

TON

2010

URALLONS Y

$4,289

Sales ;
$591 830

£

fiiras

Margin 13.8%  15.7%
2012 vs. 2071 < Industrial Automation sales decreased

$106 million to $5.2 billion in 2012, reflec

growth inthe electrical distribution and ultrasonic
welding businesses affset by decreases in the-ele
drives, solar and wind power, and power generating
alternators and industrial motors businesses. First halt
softness in hermetic motors due to a global decline in
COMpressor demand also affected results. Un {f{?riymg

sales-grew 1 percent, reflecting imated 3 percent
benefit from priceand 2 pwmm lower
unfavorable foreign currency translation deducted

I percent ($140 million), Undert ymg sales incréased
’3gm<:em;‘ﬁ the Uinited States, & percent i Latin Americ
and 4 percent in Canada, while sales decredsed 1 ;:mrctemt
inturope, *iaies i Asfa were flat (China down 3 percent),
Earnings of $871 million were up $41 mitfion and margin
increased 1.1 :weexc,u“st«;; > points, reflecting a $43 million
gain on payments receivetd by the power transmission

}l} est
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favorable impact. Geographically, underlying sales
decreased 10 percent in both the United States and
Furope and 2 percentin Latin America, while sales
increased 2 percent in Asia (down 4 percent in China) and
5 percent in Canada. Earnings of $624 million decreased
$132 million and margin decreased 1.4 percentage points
primarily due to lowervolume and resulting deleverage,
particularly in the embedded computing and power
business, partially offset by cost reductions-and materials
cost containment. Segmentimargin was also affected

by higher labor-related costs, unfavorable product mix,
higher rationalization expense of $33 million and a
$10 million unfavorable impact from foreign currency
transactions. Additionally, Chloride acquisition-related
costs were $24 millionin 2011

2011 vs, 2010 ~ Sales for Network Power increased
$983 million to $6.8 billion, on underlying sales growth
of 6 percent, a positive contribution from the Chloride
and Avocent acquisitions of 10 percent ($598 million)
and favorable foreign currency translation of 1 percent
($77 million). Led by strong results in the network power
systems business worldwide, underlying sales grew
7 percent on higher volume, fess an estimated 1 percent
decline in pricing. Growth was strong in the North
American ummermptrble power supply and p g cision
cooling business and the embedded computi (md
power hw iness. Underlying sales increased 6 ps‘s'ce nt

in Asia, 3 percent in the United States, 19 percent in

Latin America, 5 percent in Europe and 40 percent in
Middle East/Africa. Earnings decreased $44 million to
$756 million, and margin decreased 2.6 percentage
points. Amartization of intangibles increased $67 million
due to the Chloride and Avocent acquisitions, and other
Chloride acquisition-related costs negatively impacted
earnings $24 million. Margin was also reduced by higher
labor-related costs in China, unfavorable product mix,
higher materials cost, aggressive competitive pricing in
the China telecommunications sector, and investment
spending on next-generation data center tec
Earnings benefited from volume leverage and savings
period cost reductions.

hnologies.

from prior

AMATE TECHNOLOGIES

2011

(Doars womntions) 2010
Sales $3.801 3,995
Earmings $ 691 709

Margin 17.8% |

2012 vs. 2011 -~ Climate Technologies sales decreased
$229 rnillion in 2012 to $3.8 billion. Sales decreased in
the air conditioning, temperature controls and tempera-
ture sensors businesses as global softness in residential
markets and overall weakness in Europe adversely
affected results. Air conditioning sales decreased in North
Armerica, China and Europe, slightly offset by growth in
the rest of Asia (excluding China}. Refrigeration sales were
down significantly in Europe and Asia, partially offset by
slight growth in the U.S. Underlying sales decreased

5 percent, including 7 percent lower volume, slightly
offset by approximately 2 percent from price. Foreign
currency had a 1 percent (342 million) unfavorable
impact and the marine controls acquisition had a

ible contribution ($21 million). Underlying sales
<:E{—3Uf;a>ed 4 percent in the United States, 10 percent in
Asia (down 18 percent in China) and 9 percent in Europe,
while sales increased 14 percent in Latin America and

3 percent in Canada. Earnings decreased $41 million on
lower volume, while the margin was essentially flat as
the impact of deleverage was minimized through savings
from cost reduction actions and lower warranty costs.
Price actions were offset by higher materials and

other costs.

neglig

2011 vs, 2010 - Cimate Technologies reported sales of
$4.0 billion for 2011, a $194 million increase that reflected
a strong increase in the compressor business, partially
offset by share loss in the temperature controls business
and a decrease in the temperature sensors business. The
North American refrigeration and air conditioning end
markets experienced solid growth while results in Asia
were strong despite prior year growth that benefited
from stimulus programs in China. Sales growth reflected

a 3 percent underlying increase, including an estimated

2 percent from higher selling prices and approximately

1 percent from higher volume, a 1 percent ($42 million)
favorable impact from foreign currency translation and

a 1 percent ($28 million) positive contribution from
acquisitions. Underlying sales increased 7 percent inter-
nationally, including 7 percent in Asia, 26 percent in Latin
America and 3 percent in Europe, while sales were flat in
the United States due to the decline in the temperature
(’:Ot"}t‘r(}ls business. Earnings increased 3 percent to

$709 million, due to savings from prior period cost reduc-
tions and higher sales volume in the compressor business.
The margin was diluted by higher materials and other
costs, which were partially offset by higher selling prices,
and deleverage in the temperature controls business,




COMMERCIAL & RESIDENTIAL SOLUTIONS

(mr AR INWLEORS) 2070

$1,755
Earnings 5357
Margin 20.3%

20712 v, 201 1= Commercial & Residential Solutions sales
increased $40 millionto 1.9 billionin 2012, reflec
a & percent{$103 million) increasein underlying
partially offset by an unfavorable 4 percent (563 million)
combined impact fromthe 2012 Knaack storage business
and 207 Theating elements divestitures. Uniderlying

sales growth reflects 4 percent higher volume and an
estimated 2 percent from price. The sales intreasewas
led by strong growthin both the storage and food waste
disposers businesses and maderate growth inthe profes-
sional tools business, partially offset by a slight decrease
in the wet/dry vacuums business. Underlying sales
increased 4 percent inthe United States and 9 percent
internationally. Earnings of $396million were up

$271 millior compared to the er volume
andleverage increased margin 0.7

pricirig and costeontainment actions were partially
affset by higher materials, litigation and other costs,

ind urifavorable product mix. Earnings were also affected

oryear. Hig
percentage points as

by $7-millionunfavorable comparisor with prior
year from the divested heating elemments business.

20T ws. 2010 SalesforC Lm’nrfmra:mi & Residential
Solutions were $1.8 billlonin 2017, an $82 million
increase. Sales gs‘awth reflected an underlying increase
af & percent, including approximately 4 percent from
higher volume and an estimated 1 percent from higher
selfing prices, and favorable foreign currency translation
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Emerson generated operating cash flow of $3.1 billion in
2012, a 6 percent decrease compared to 2011, primarily
reflecting an increase in operating working t:apnal Oper-
ating cash flow of $3.2 billion in 2011 was a 2 percent
decrease compared to $3.3 billion in 2010, reflecting an
increase in operating working capital partially offset by
higher net earnings. At September 30, 2012, operating
working capital as a percent of sales was 8.7 percent,
compared with 7.0 percent and 6.7 percent in 2011
and 2010, respectively. Operating working capital as a
{)&’3!{{*?3[ of sales increased in 2012 amidst the challenging
operating environment due to volatility of served markets
and the supply chain disruption. Pension contributio
were $163 million, $142 million and $247 million in
2012, 2011 and 2010, respectively. Operating cash flow
fully funded capital expenditures, dividends and share
repurchases in all years presented and also fully funded
acquisitions in 2012 and 2011,

Capital expenditures were $665 million, $647 million and
$524 million in 2012, 2011 and 2010, respectively. The
increase in capital expenditures in 2011 was primarily
due to capacity expansion in the Process Management
and Industrial Automation segments. Free cash flow
decreased 8 percent to $2.4 billion in 2012, reflecting an
increase in operating working capital and slightly higher
capital expenditures. Free cash flow was $2.6 billion
in 2011, compared with $2.8 billion in 2010, prirarily
reflecting the higher capital expenditures in 2011, The
Company is targeting capital spending of approximately
$700 million in 2013, Net cash paid in connection with
acquisitions was $187 million, $232 million and
$2,843 millionin 2012, 2011 and 2010, respectively.
Proceeds from divestitures in those years were
$125 million, $103 million and $846 million, respectively.

Dividends were $1,171 million ($1.60 per share) in

2012, compared with $1,039 million ($1.38 per share)

in 2011 and $1,009 million ($1.34 pershare) in 2010. In

November 2012, the Board of Directors voted to increase

the quarterly cash dividend 3 percent to an annualized

rate of $1.64 per share. In 2008, the Board of Directors

approved a program for the repurchase of up to

80 million common shares, under which 16.4 million
shares, 18.7 million shares and 2.7 million shares were

repurchased in 2012, 2011 and 2010, respectively;

14.2 million shares remain available for repurchase under

the 2008 autharization. Purchases of Emerson commaon

stock totaled $787 million, $958 million and $100 million

in2012,2011 and 2010, respectively, at an average per

share price of $47.94, $51.31 and $48.15, respectively,

LEVERAGE[CAPITALIZATION

(DOLLARS IN MILLIONS ) 2010 2011
Total As $22,843 23,861
Long-term Debt $ 4,586 4,324

Common Stockholders’ Equity $ 9,792 10,399

Total Debt-to-Capital Ratio 340% 33.3%
Net Debt-to-Net Capital Ratic 26.2%  23.2%
Operating Cash Flow-to-Debt Ratio  65.0%  62.2%
Interest Coverage Ratio 113X 158X

Total debt, whi
maturities of fong-term debt, commercial paper and
other short-term borrowings, was $5.3 billion, $5.2 billion
and $5.1 billion for 2012, 2011 and 2010, respectively.
During 2012, the Caompany repaid $250 million of 5.75%
notes that matured in November 2011,

chincludes tong-term debt, current

The total debt-to-capital ratio and the net (less cash

and short-term investments) debt-to-capital ratio were
essentially unchanged in 2012, The operating cash flow-
to-debt ratio decreased in 2012 on lower operating cash
flow and slightly higher debt. The interest coverage ratio
is computed as earnings before income taxes plus interest
expense, divided by interest expense. The decrease in
nterest coverage in 2012 compared ta 2011 reflects

lower earnings, while the increase in 2011 compared to
2010 reflects higher earn
ings. See Notes 8 and 9 for addi

ings and lower average borrow-
litional information.




The Company maintains a $2.75 billion four-year
revolving backup credit facility which expires in
December2014.to support short-term borrowings.
There weré no borrowings against U5, lines of creditin
the last three years: The credit facility contains no finan-
ciabcovenants and is not subject to termination bawd o
achange in credit ratings or material
TheCompany alsomaintainsau
staternent onfile with the U.S. Securities and £
Commission (SEC) tnder wh
praferrad stock, cormmon stock, warrants,
contracts and share purchase units withouts
termined limit. Securities can be sold in one or more
separate offerings with the size, price and terms to §;3=;~%
determined at the time of sale.

addvers

niverse

tearissue d

are purc hase

Emerson maintaing a conservative financial structur
which provides the strength and flexibility nec ssary to
achieve its strategic objectives. The Company has been
successful in efficiently deploying cashwhere needed
waorldwide to fund operations, complete acquisitions
and sustain fong-term growth. ‘3L bstantially all of the
mpany’s cashis held ot in Europe and
Asia, and s avallable for re Under
current tax law, repatriatec et io
U.5. federal income taxes, net of available foreign tax
credits. The Company routinely repa
its non-U.S. cash from earnings each year, of
when it can be accc;mpi:shcef;! tax eff

(%

ash may be subj

1 portion of
“otherwise
indd provides

for LLS, income faxes as apprc : ‘ﬁpany has
been able to readily meet allits fu sd irementsand
currently believes that sufficient funds W‘ be available
tomeet the Company's needs in the f(.fi’éi%ki?%?é}b e future
through sperating cash flow, existing resources, short-
andlong-term debtcapacity or backup credit fines.
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Critical Accounting Policies

Preparation of the Company’s financial staterments
requires management to make judgments, assumptions
and estimates regarding uncertainties that could affect
reported revenue, expenses, assets, liabilities and equity.
Note T describes the significant accounting policies
used in preparation of the consolidated financial state-
ments. The most significant areas where management
judgments and estimates impact the primary financial
staternents are described below. Actual results in these
areas could ditfer materially fromrmanagement’s esti-
mates under different assumptions or conditions.

REVENUE RECOGNITION

The Company recognizes nearly all of its revenues
through the sale of manufactured products and records
the sale when products are shipped or delivered, and

title passes to the customer with collection reasonably
assured. In certain limited circumstances, revenue is
recognized using the percentage-of-completion method
as performance occurs, or in accordance with ASC 985-605
related to software. Sales arrangements sometimes
involve delivering multiple elernents, including services
such as installation. In these instances, the revenue
assigned to each element is based on vendor-specific
objective evidence, third-party evidence or a manage-
ment estimate of the relative selling price. Revenue is
recognized individually for delivered elements only if they
have value to the customer on a stand-alone basis and
the performance of the undelivered iterns is probable and
substantially in the Company’s control, or the undelivered
elements are inconsequential or perfunctary and there
are no unsatisfied contingencies related to payment.
Management believes that all relevant criteria and condi-
tions are considered when recognizing revenue.

INVENTORIES

Inventories are stated at the lower of cost or market. The
majority of inventory values are based on standard costs,
which approximate average costs, while the remainder
are principally valued on a first-in, first-out basis. Cost
standards are revised at the beginning of each year. The
annual effect of resetting standards plus any operating
variances incurred during each period are allocated
between inventories and cost of sales. The Company's
businesses review inventory for obsolescence, make
appropriate provisions and dispose of obsolete inven-
tory on a reqular basis. Various factors are considered in
these reviews, including sales history and recent trends,
industry conditions and general economic conditions.

LONG-LIVED ASSETS

Long-lived assets, which include property, plant and
equipment, goodwill and identifiable intangible assets are
reviewed for impairment whenever events or changes in
business circurnstances indicate impairment may exist.

if the Company determines that the carrying value of the
long-tived asset may not be recoverable, a permanent
impairment charge is recorded for the amount by which
the carrying value of the long-lived asset exceeds its
estimated fair value. Reporting units are also reviewed
for possible goodwill impairment at least annually, in

the fourth quarter, by comparing the estimated fair value
of each upit to its carrying value. Fair value is generally
estimated using an income approach based on discounted
future cash flows using a discount rate judged by
management to be commensurate with the applicable
risk. Estimates of future sales, operating results, cash
flows and discount rates are subject to changes in

the economic environment, including such factors as

the general level of market interest rates, expected
equity market returns and volatility of markets served,
particularly when recessionary economic circumstances
continue for an extended period of time. Management
believes the estimates of future cash flows and fair values
are reasonable; however, changes in estimates due to
vartance from assumptions could materially affect

the evaluations.

At the end of 2012, Emerson’s total market value based
an its exchange-traded stock price was approximately
$35 billion while its common stockholders’ equity was
$10 billion. In the Network Power segment, certain busi-
nesses with goodwill totaling $1.5 billion face challenges
amid the global economic uncertainty. The estimated fair
values of these businesses exceed their carrying values
by approximately 10 percent. The assumptions used in
estimating the fair values include continued successful
execution of plans to expand the businesses and improve
the cost structures, as well as growth in served markets,
particularty for European uninterruptible power supplies
and precision cooling, North American and European
data center infrastructure management, and
cannectivity solutions.




RETIREMENT PLANS

While the Cornpany continues to focus on-a prudent longs
terrrinvestment steategy forits pension-related assets,
the calculations of defiried benelit plan expense and
obligations are dependent on assumptions roade, inclading
the expected annual rate of returon plan assets; the
discount rate and the rate-of
increases. Managerment believes that the assumptions
used are-appiropriate, however; actual experience may
vary. Inaceordance with U 5. generally accepted accounting
principles, actual results that differ from the assumptions
are-accurnulated as deferred actuanial gains.orlosses and
amortized in future periods. As of September 30, 2012
pension plans were underfunded by atotal ol $8T8 million
{which includes $353 million ofy ni‘uﬂdm’ plans), The
Cornpany contributed $163 miillion to defined benefit
plansin 2012 and expects to contribute apps*mxi rately
$150 million in 201 3. For 2012 the discountrate for
.S, plans was 4.0 percent and the assumed investment
return onplan assets was 7,75 percent, compared with
4,75 percent and 8.0 percent; respectively, in 2017,
Deferred actuariallosses, whzm will beamartized into
earningsin future years, were $1,882 million

arnual compensation

(51,275 million after<tax) as of September 30, 2012,
Defined benefit pension plan expense for 2013:1s
expected to'be approximately $230 millior, up from

4173 millionin 2012, See Notes 10 and 11,

INCOME TAXES

Income tax expense and tax assets and labilities reflect
management’s assessment of taxes paid-or expectedto
be pald (recelved) on items included inthe financial state-
ments. Uncertainty exists regarding tax positions taken

in previously filed taxretumns still under examination and
positions expected to be talen in future returns. Deferred
tax assets and liabilities arise because of temiporary
differences between the consolidated financial state-
mentcarrying amounts of existing assets and labilities
and thelr respective tax bases, and operati
tax credit carryforwards. Dofwrer? i
measured using enacted ta
in which the temporary differenc pected to be
recoveredor settled. The inpact on d@%’ewed tax assets
and liabilities of a change in tax rates Is recognized in the
period that inchides the enactment date, The Company
also pays U.S: federalincorme taxes, net of available
fareign tax credits, on-cash repatriated frarm pon-U.5.
locations. No provision is made for ULS. income taxes on
the undistributed earnings of non=LLS. subsidiaries where
these earnings are considered permanently invested or
otherwise indefinitely retained for continging interna-
tional operations. Determination of the amount of taxes
that might be paid-on these undistiibuted earings if
eventually remitted is nat practicable. See Notes 1 and 13,

¢
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neffectforthe year

NEW ACCOUNTING PRONOURCEMENTS

in June 2011, the FASB Issued tpdates to ASC:2 20,
Comprehensive lncome, eliminating the o
ather comprehensive income inthe stat
These updates require an entity 1o prese
stve incorne as park of one-continuous ﬁﬁa x
thatincludes net eariingsand otherdomprenens

incomeoras a separate financial statement imined
following the statement of earmings: There isno dly
mmo fterms m e :-\;zmteém othercomprehensive
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CONSOLIDATED STAT

EME

Years ended September 30 | Doltars in miflions, except per share amounts

SON ELECTRIC CO. & SUBSIDIARIES

2010 201

Net sales $21,039 24,222
Costs and expenses:

Castof sales 12,713 14,665

Selling, general and administrative expenses 4,817 5,328

Goodwill impairment = 19

Othier deductions, net 369 356

Interest expense, net of interest income: 2010, $19; 2011, $23; 2012, §17 261 223
Earnings from continuing operations before income taxes 2,879 3,631
lcome taxes 848 1127
Earnings from continuing operations 2,031 2,504
Discontinued operations, net of tax: 2010, $153; 2011, $30 186 26
Net earnings 2,217 2,530
Less: Noncontrolling interests in earnings of subsidiaries 53 50
Net earnings common stockholders § 2,164 2,480
Earpings comimon stockholders:

Earnings-from continuing operations $ 1,978 2,454

Discontinued operations, net of fax 186 26
Net-earnings common stockholders § 2,164 2,480
Basic earnings per share common stockholders:

Earnings from continuing operations $ 262

Discontinued operations 0.25
Basic earnings per common share $  2.87 3.29
Diluted earnings per share common stockholders:

Earnings from continuing operations $ 260 3.24

Discontinued operations 0.24 .03
Diluted earnings per common share $ 2.84 3.27

See accompanying Notes to Consolidated Financial Statements.
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EMERSONELECTRIC CO. & SUBSIDIARIES

Dollars in millions, except per share amounts

Currentassets
Cash and eqtivalents
Recetvables, lessallowances of $104in 2011 and $109 in 2012
inventories:
finished products

Rawmatedalsand workcin process

Totalinventories

Other current asséts

Total current.agsets

v plant and equipment

Machinery and equipment

Construckioninprog

Less: Accumilated depreciat

0N

Property, plantand equipment; net

Other assels
Goadwill
Otherintangible assets

Gther

Totabather assets

Financial Statements,

See accompanying Nates to Consolide




UABILITIES AND EQUITY

Carrent liabilities

Shart-term borrowings and current maturities of long-term debt
Accounts payable
Acerued expenses

Incorie taxes

Tetal current Habilities

Long-term debt

Other habilities

o
o0
-~
~d

Equity
Preferred ‘Si':é)‘(ﬁk, $2.50 par value per share;
Authorized, 5,400,000 shares; issued, none
Common stock, $0.50 par value per share;
d, 1,200,000,000 share 354,012 shares;
outstanding, 738,877,768 shares in 2011 and 724,113,291 shares in 2012

Autho

ssued, !

Additional paid-in capital
Retained eamnings

Accumulated other comprehensive income

: Costof common stock in treasury, 214,476,244 shares in 2011

and 229,240,721 shares in 2012

Commaon stockholders’ equity

477
317
17.310
(562

Noncontrolling interests in subsidiaries

Total equity

Total liabilities and equity

10,551

$23.861




EMERSON ELECTRIC CO. & SUBSIDIARIES

Years endec <30 1 Dollars in millions, except per share amounts

2010
Cammon stock § 477
Additional paid-in capital
Beginning balance 157
Stock plansand other 35
Ending balance 192
Retained earnings
Beaginning balarice 14,714 15
Netearnings comman stockholders 2,164 248G
Castidividends (pershare: 2010, $1.34; 2011, $1.3 (1,009) &
Ending balance 15,869 17
i comprehensive income
g patance (496)
: guclrrency transtation 55
Pension and postretirement, net of ta: 2010, $(6); 2011, $47; 2012, $19 (12}
Cashflow hedges and other, net of tax: B0y 2072, $(50) 27
Ending balance (426}
Treasury stock
Begining balance B3
Purchases
Issued under stock plans and other 77
Ending balance (6,320) {7
Comimon stockholders’ equity 9,792 1038

ontrolling interests in subsidiaries

151
53

Cash dividends 57y
ther 13
Ending balance 160

ﬁ
SO
o
i
o

Total equity

Comprehensive income

Net earnings $ 2,217
Foreign curfency translation 55

Pengion and postretirement

Cash flow hedges and other 27
Total comprehensive income 2,287

Less: ing interests in subsidiaries

j ame common stockholders § 2,234

See-gccompanying Notes to Consoliduted Finaneial Statements.




INSOLIDATED STATEI

EMERSON ELECTRIC CO. & SUBSIDIARIES

Years ended September 30 | Dollars in millions

Qperating activities
Net earnings $ 2,217
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and amortization 816
Changes in operating working capital 309
Pension funding (247)
Goodwill impairment, net of fax
Other 197
Net cash provided by operating activities 3,292
Investing activities
Capital expenditures (524)
Purchases of businesses, net of cash and equivalents acquired (2,843)
Divestitures of businesses 846
Other 4
Net cash used in investing activities (2,517}
Financing activities
Net increase in short-term borrowings 398
Proceeds from long-term debt 598
Principal payments on long-term debt (650)
Dividends paid {1,009}
Purchases of treasury stock {100)
Other 67
Net cash used in financing activities (726)
Effect of exchange rate changes on cash and equivalents (17)
Increase in cash and equivalents 32
Beginning cash and equivalents 1,560
Ending cash and equivalents $ 1,592
Changes in operating working capital
Receivables $ (341}
inventories (160)
Other current assets (69)
Accounts payable 498
Accrued expenses 298
lncome taxes 83

Total changes in operating working capital $ 309

See accompanying Notes to Cansolidated Financial Statements.




EMERSON ELECTRIC CO. & SUBSIDIARIES

vears ended September 30 | Dollars in millions, except per share amounts or where noted
(1) Summary of Significant Accounting Policies
FINANCIAE STATEMENT PRESENTATION

The preparation of the financial f;tj‘%‘éesmemza nc
{U S GAAP) requires mane 3;”

Osures. Atma‘ rest zft\ Cot

ally accepted accounting pris
that affect reported amount
fig results have beerr dl

ity with LS, ger
anch assumptic

m the *f}ui“éih cgﬁarter Crf ’éﬂ), tht Q(x mipany adopted ypdates su/\%* 715, Compensation - Retirement Benelits
i icipating in multiemp 5 lans. The updates did nitchange
{ance for multiemplove nd adoption had ne

shmpacton

PRINCIPLES OF CONSOUDATION

sntrolled affiliate
percentto 50 p

The consolidated financial statements include the accounts of the €
transactions, profits and balances are eliminated in consolidation. Invest :

voting shares of other entities are accounted for by the equity methad. Investments in publicly-ti
Jess thar 20 percent are carrled at fair value, with changes in fair value reflected in accumulate ¢
income, fnvestments in nonpublicly traded companies of less than 20 percent are carried at cost.

FOREIGN CURRENCY TRANSLATION

Thefunctional currency for most of the Company’s non-ULS, subsidia
resulting from translating local currency financial statements i
comprehensive income,

iries is the local currency. Adjust
1to LLS. dollars are reflected in accumulated other

CASH EQUIVALENTS

Cashiequivalents consist of highly liquid investments with original maturities of three months erless.

INVENTORIES

inventories are stated at the jower of
that approximate average costs, whil remainder is |
arerevised at the beginning of each ? iscal year. The annt
incurred during each period are allocated between invente

msi or market, The n

#inventory is va
luedon 5

FAIR VALUE MEASUREMENTS

ASC 820, Fair Value Measurement, established a formal hierarchy and framework for measuri
statemer ms at fair value, and expanded disclosures about fair value measure

inputs. UnderASC 820, measurement assumes the transaction to sell an-asset or tr >

p mupai Grat ieastiho mmtadvmtagt oS | W«nw mmm .~mm or !mb In‘y W nthu hte*mschy

ity ot valuatian
1the

umat jonor %% Fei c{;é‘ 'mziwﬁ .Acazvr,zb.e ‘sepaﬁs:srsm
: : \/B%&i?%fliiesk Level 3instruments a
sed future cash flow estimates, and are consid
ithin Level 2. The Company’siong-te
{ icing fromvfinanciabinstitotions aik i
othermarket sotrces for debt Wt? w’m%&n matur second quarterof 2012, Ererso
adopted updates to ASC 820 wh ished common fair value measurement and disclosure requisements ?w L
GAAR and International Financ: ﬂ K‘* Standards. Adoption had an inconsequential impact on the Company’s
financial staternents.

the ie >t rel zab Va h_mm} ns fu
debticievel 2, with the fair valt

PROPERTY PLANT AND EQUIPMENT

héL@fﬂ*}&ﬂ}ff@ie}fdgmv*‘«imcmxmime buildings, and machinery and equipn
principally using the straight-line method over estimated sey wiw%vw,whn hifor
forbuildings and 8 to 12 vears for machinery and équipment. kongslived tangib
whenever events or changes in business circumstances indicate the carrying value of the ass
able. impa ntlosses are recognized based on estimated fair valiies i the sum of expectec
flows of the related assets is less than their carrying values.

O c’*w*‘m;“' el
¥ 4 Qyear
mgr wm




GOODWILL AND OTHER INTANGIBLE ASSETS

Assets and liabilities acquired in business combinations are accounted for using the acquisition method and recorded
at their respective fair values: Substantially all goodwill is-assigned to the reporting unit that acquires a business.

A reporting unit is an operating segment as defined in ASC 280, Segrment Reporting, or a business one level below an
operating segment if discrete financial information for that business unit is prepared and regularly reviewed by the
segment manager. The Company conducts impairment tests of goodwill on an annual basis invthe fourth quarter and
between annual tests if events or circumstances indicate the fair value of a reporting unit may be less than its carrying
value. If a reporting unit’s carrying amount exceeds its estimated fair value, goodwill impairment is recognized to the
extent that recarded goodwill exceads the impliad fair value of that goodwill, Estimated fair values of reporting units
are Level 3 measures and are developed primarilyunder an income approach that discounts estimated future cash
flows using risk-adjusted interest rates. in 2012, the Company adopted updates to ASC 350, Intangibles - Goodwill and
Other, that allow in certain cases for an initial qualitative assessment of whether fair value exceeds carrying value for
goodwill impairment testing.

Altof the Company’s identifiable intangible assets are subject to amortization. Identifiable intangibles consist of intel-
lectual property such as patentsand trademarks, customer relationships and capitalized software, and are amortized
on a straight-line basis aver their estimated useful lives. These intangibles are also subject to evaluation for potential
impairment if events or circumnstances indicate the carrying amount may not be recoverable. See Note 6.

PRODUCT WARRANTY

Warranties vary by product line and are competitive for the markets in which the Company operates. Warranties gener-
ally extend for a period of one to two years from the date of sale or installation. Provisions for warranty are determined
primarily based on historical warranty cost as a percentage of sales or a fixed amount per unit sold based on failure
rates, adjusted for specific problems that may arise. Product warranty expense is less than one percent of sales.

REVENUE RECOGNITION

The Company recognizes nearly all of its revenues through the sale of manufactured products and recards the sale
when products are shipped or delivered, and title passes to the customer with collection reasonably assured. In certain
limited circumstances, revenue is recognized using the percentage-of-completion method as performance occurs, or
in accordance with ASC 985-605 related to software. Management believes that all relevant criteria and conditions are
considered when recognizing revenue,

Sales arrangements sometimes involve delivering multiple elements, including services such as installation. In these
instances, the revenue assigned to each element is based on vendor-specific objective evidence, third-party evidence
or a management estimate of the relative seliing price. Revenue is recognized individually for delivered elements only
if they have value to the customer on a stand-alone basis and the performance of the undelivered items is probable and
substantially in the Company’s contral, or the undefivered elerments are inconsequential or perfunctory and there are
no unsatisfied contingencies related to payment. Approximately ten percent of the Company’s revenues arise from
qualifying sales arrangements that include the delivery of multiple elements, principally in the Network Power and
Process Managemnent segments, The vast majority of these deliverables are tangible products, with a small portion
attributable to installation, service and maintenance. Selling prices are primarily determined using vendor-specific
objective evidence. Generally, contract duration is short-term and cancellation, termination or refund provisions apply
only in the event of contract breach and have historically not been invoked. The use of management estimated selling
prices to allocate consideration in multiple deliverables arrangements became effective for the Company October 1,
2010. The impact of this change was inconsequential,

DERIVATIVES AND HEDGING

In the normal course of business, the Company Is exposed to changes in interest rates, foreign currency exchange
rates and commaodity prices due to its worldwide presence and diverse business profile. Emerson’s foreign currency
exposures primarily relate to transactions denominated in euros, Mexican pesos, Canadian dollars and Chinese
renminbi. Primary commodity exposures are price fluctuations on forecasted purchases of copper and aluminum and
refated products, As part of the Company’s risk management strateqy, derivative instruments are selectively used

in an effort to minimize the impact of these exposures. Foreign exchange forwards and options are utilized to hedge
foreign currency exposures impacting sales or cost of sales transactions, firm commitments and the fair value of assets
and liabilities, while swap and option contracts are used to minimize the effect of commodity price fluctuations on the
cost of sales. All derivatives are associated with specific underlying exposures and the Company does not hold deriva-
tives for trading or speculative purposes. The duration of hedge positions is generally two years or less and amounts
currently hedged beyond 18 months are not significant.
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INCOME TAXES

The provision forincome taxes is based ¢
tax-rates currently erfacted inedchjur <‘ em Inceme-and
periods for finandial reporting andincome mx( iling purposes, and de
temporary differences. The Company alsoprovides for

of earni ings intended to be repatriated fromnon-
on approxifmately $6.3 billion of undistributed earnings of non-U sldiaries as of Septersber 30 2012 as these
earnings are considered permanently invested or otherwise Indefini ined fas continuing internatinnalope
tions: Recognition of U.5: taxes onundistributed non-LES: earmnings we
repatiiate those earnings, although thereis no current intention to da so. i}s termin:
might be paid onthese undistributed eamingsif eventually remittedis not practicable. SeaNote 13
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COMPREHENSIVE INCOME

Comprehensive income is primarily composed of net earnings plus chianges in foreign cur
and postretirement adjustiments, and the effective portion of thanges in the fair value of cas
lated other comprehensive income, net of tax (8 companent of ec ui’ty) consists of fm'eé{m G
of $466 and $671, deferred pension and postretiverent charges o{ S1213and $1.164 and cas
credits of $16 and charges of $69, fespectively, at September 30, R}I”? md 2001 Accumulated {}t%‘x
incorne attributable to noncontrofling interests in subsidiaries consists primarily of earnings, plus fereig
translation.
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(3) Acquisitions and Divestitures

The Company acquired one-hundred percent of Avtron Loadbanlk and a marine controls business during the second
quarter of 2012, Avtron is a designer and manufacturer of high quality load banks and testing systems for power
equipmentindustries and isincluded in the Network Power segrment. The marine controls business supplies controls
and software solutions for optimal operation of refrigerated sea containers and marine boilers and is included in the
Climate Technologies segment. In addition to Avtron and the marine controls business, the Company acquired two
smaller businesses during 2012 inthe Process Management and Network Power segments. These small acquisitions
were complementary to the existing business portfolio and none was individually sighificant. Total cash paid for all
businesses was approximately $187, net of cash acquired of $5. Annualized sales for businesses acquired in 2012 were
approximately $115. Goodwill of $94 ($36 of which is expected to be tax deductible) and identifiable intangible assets
of $82, primarily customer relationships and patents and technology with a weighted-average life of approximately
9years, were recognized from these transactions.

in the fourth quarter of 2012, the Company sold its Knaack business unit for $114, resulting in an after-tax loss of $5
($3income tax benefit). Knaack had 2012 sales of $95 and net earnings of $7. Knaack, a leading provider of premium
secure storage solutions for job sites and worlk vehicles, was previously reported inthe Commercial & Residential
Salutions business segment:

The Company acquired several small businesses during 2011 which were complementary to the existing business
portfolio and reported mainly in the Process Management and Climate Technologies segments. Total cash paid for all
businesses was approximately $232, net of cash acquired of $2. Annualized sales for businesses acquired in 2011 were
approximately $100. Goodwill of $125 (none of which is expected to be tax deductible) and identifiable intangible
assets of $75, primarily customer relationships and patents and technology with a weighted-average life of approxi-
mately 12 years, were recognized from these transactions.

tn the fourth quarter of 2011, the Company sold its heating elements unit, which was previously included in the
Commercial & Residential Solutions segment, for $73, resulting in an after-tax gain of $21 (net of $30 of income taxes).
Heatirg elements had 2011 fourth quarter sales of $12 and net earnings of $1. Only the gain on divestiture and fourth
quarter operating results for heating elements, plus the impact of finalizing the 2010 Motors and LANDesk divestitures
(s8¢ below); were classified as discontinued operations for 20171, prior fiscal 2011 quarters and prior year results of
operations for heating elements were inconsequential and have not been reclassified.

The Company acquired one-hundred percent of Chloride Group PLC during the fourth quarter of 2010 and Avocent
Corporation during the first quarter of 2010, Chioride provides commercial and industrial uninterruptible power supply
systerns and services. Avocent products enhance companies’ integrated data center management capabilities. Both of
these businesses are included in the Network Power segment.

The purchase price of Avocent and Chloride was allocated to assets and liabilities as follows:

2010

Accounts receivable $ 197
nventory 155
Property, plant & equipment and other assets 148
Intangibles 1,071
Goodwill 1,509
Assets held for sale, including deferred taxes 278
Total assets 3,358
Accounts payable and accrued expenses 183
Debt assumed 165
Deferred taxes and other liabilities 365
Cash paid, net of cash acquired $2,615

Results of operations for 2010 induded combined sales of $373 and a combined netloss of $73 from Avocent and
Chlaride, including intangible asset amortization, interest, first year acquisition accounting charges and deal costs.
Pro forma sales and net earnings common stockholders of the Company including full year results of operations for
Avocent and Chloride were approximately $21.6 billion and $2.1 billion in 2010, respectively. These pro forma results
include intangible asset amortization and interest cost.




In addition to Chloride and Avocent, the wpany acquired several s :
inthe Process Management and Industrial Automation segrents. Total cash-paid fora
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(4) Other Deductions, Net

Otherdeductions, netare surnmatized as follows:

2010

Amortization of intangibles (intellectual property and custorner relationships) $176
Rationalization.of aperations 126
Other 71
Gans, net (43
Total $369

Otherls composed of several iterns that are individually immaterial, 4
anid tosses, bad debt expense, equity investrment inciy T\@xmiﬁ
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(5) Rationalization of Operations
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The Company reported rationalization expenses of $11
The Company currently expects to inctrrationalization exper
including the costs torcomplete actionsinitiated before therend ot 24
inttiated during 2073:




The change in the liability for the rationalization of operations during the years ended Septernber 30 follows:

Severance and benefits
Lease and other contract terminations
Fixed asset write-downs

Vacant facility and other shutdown costs

Start-up and moving costs

Total

Severance and benefits

Lease and other contract terminations 8 3 8 3

Fixed asset write-downs 12 12

Vacant facility and other shutdown costs 4 11 13 2

Start-up and moving costs = 38 37 1
Total $69 81 120 30

Rationalization of operations expense by segment is summarized as follows:

2010 2011

Process Management $ 35 11
industrial Automation 48 32
Network Power 25 20
Climate Technologies 13 11
Commercial & Residential Solutions 5 7
Total $126 81

Costs incurred during 2012, 2011 and 2010 included actions to exit approximately 20 to 25 production, distribution or
office facilities each year and eliminate approximately 2,700, 2,800 and 3,500 positions, respectively, as well as costs
related to facilities exited in previous periods, Severance and benefits costs were concentrated in Network Power for
Asta, Furope and North America and Industrial Automation for Europe and North America in 2012, were not significant
for any single segment in 2011, and were primarily incurred in Process Management and Industrial Automation for
Europe and North America in 2010. Start-up and moving costs to redeploy assets to best cost locations and expand
geographically to directly serve local markets were incurred in all segments in 2012, with the majority in Process
Management in Europe and Commercial & Residential Solutions in North America. In 2011, these costs were substantially
incurred in Industrial Autemation, including most of the fixed-asset write downs, and in Network Power, and were

not material for any segment in 2010, The Company also incurred shutdown costs, including vacant facility, lease
rermination, and other costs as a result of the consolidation or geographic relocation of facilities. In 2012, these costs
were incurred primarily in Asia and Europe for Network Power, Europe for Industrial Automation and North America

for Climate Technologies, and in North America and Europe for essentially all segments in 2011 and 2010.




(6) Goodwill and Other Intangibles

Purchases of businesses are accounted for urider the acquisition method, with substantially af
the reporting unit that acquires the business. Under an impairtnent test performed annually, if the car
areporting unit's goodwill exceeds its estimated fair value, :mpamwwntmm gnized to the extent tf
amountexceeds the implied fairvalue of the goodwill . Fair values of i reparting units are Level 3 measui 4
primaritywith an income approach that discounts future cash flows using risk-ad ;mte( interest rates; andare su
to change due to changes inunderlving scofiomic conditions, See Note 3 for further disc ussion ot changésin
related toacquisitions and divestitures:
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The change inthe carrying value of goodwill by business segment follows:

INDUSTRIAL

AUTOMATICIN

Ralance, September 30, 2070 1,374 3,897 464 547
Atqguisitions 15
Divestitures n (8 %
Hnpalrment {19}

Foreign curreéncy translation and other (16} 34 | 4

Balance, September 30,2017 $

Acquisitions
Divestitures
impairment
Farelgn carrency translation and other

Balance, Saygife?si}bexf 30,2002

2011

Ciross carrying amount $1,499
ées< A{nhumufa ed amortization 330
Netcarrying amount 51,169

Total intangible assetamortization expense for 2012, 2011 and 2010was $318, $345 and $254, v sg:feii‘éf%‘fiy Basedon
intangible asset balarices a3 of September 30, 2012, amortization expense is expected to-approximate S308in 2013,
$2741n 2014, $2440 2015, $197 in and$1751n 2017,




(7) Financial Instruments

HEDGING ACTIVITIES

As of September 30, 2012, the notional amount of foreign currency hedge positions was approximately $2.1 billion,
while comimodity hedge contracts totaled approximately 66 million pounds of copper and aluminum. All derivatives
réceiving deferral accounting are cash flow hedges. The majority of hedging gains and losses deferred as of September 30,
2017 :are expected to be recognized over the next 12 months as the underlying forecasted transactions occur. Gains
andlosses on foreign currency derivatives reparted in other deductions, net reflect hedges of balance sheet exposures
that do not receive deferral accounting. Amounts included in earnings and Other Comprehensive Income follow:

GAIN {\,\}‘?»*}} T EARNINGS CORMPREHENSIVE INCOME
2010 2011 2010 2011
Location
Foreign currenicy  Sales $ (%) 11 11 2
Foreign cumrency  Cost of sales 6 22 30 (16)
Comimaodity Cost of sales 42 52 44 (58)
Foreign currency  Other deductions, net 117 9
Total $160 94 85 {(72)

Regardless of whether derivatives receive deferral accounting, the Company expects hedging gains or losses to be
essentially offset by losses or gains on the related underlying exposures. The amounts ultimately recognized will differ
rom those presented above for open positions, which remain subject to ongoing market price fluctuations until
settlement. Derivatives receiving deferral accounting are highly effective and no amounts were excluded from the
assesspient of hedge effectiveness. Hedge ineffectiveness was immaterialin 2012, 2011 and 2010.

FAIR VALUE MEASUREMENTS

As of September 30, 2012, the fair value of comnmodity contracts and foreign currency contracts was reported in other
current assets. There was no collateral posted with, and no collateral held from, counterparties as of September 30,
2012. The maximum collateral that could have been required was $2. The estimated fair value of long-term debt was
$5,088 and 5,276, respectively, as of September 30, 2012 and 20171, which exceeded the carrying value by $741 and
$673, respectively. Valuations of derivative contract positions as of September 30 follow:

ASSETS LIABILITIES LIABILITES
2011 2011

Foreign currency $17 48

Commodity $ - 83

(8) Short-Term Borrowings and Lines of Credit

Short-term borrowings and current maturities of long-term debt are summarized as foliows:

2011

Current maturities of long-term debt $279
Commercial paper 588
Payable to banks 10

Total $877

Weighted-average short-term borrowing interest rate at year end 0.1%

The Company periodically issues commercial paper as a source of short-term financing. To support short-term
borrowing, the Company maintains, but has not drawn on, a $2.75 billion four-year revolving backup credit facility
which expires in December 2014. The credit facility contains no financial covenants and is not subject to termination
based on a change in credit ratings or material adverse changes. There were no borrowings against U.S. lines of credit
in the last three years.




(9) Long-Term Debt

Long-term debt is summarized as follows:

L notes due October 201
notes due May 2013

5.625% notes due Novernber 2013
5.0% notes due December 2014

% notes due Apiil 2015
4.75% notes due October 2015
5:125% notes due December 2016
5.375% notes due October 2017
525% notes due October 2018
5.0% notes due April 2019

A875% notes due October 2019
4:25% notes due Nove *)bw 2020

PR R

LEY:
=

25
25

0
i)
5iF

5. ? 5% notes dsw Nove*mbv ?()3‘)
¢ )thvr

chmf; tefii debt
Less: Current maturities

Total, net

Long-term debt maturing during each of the four years after 2013 is $268, $520, $250 and $250, respactivelv. Total
interest paid related to short-term borrowings and long-term debt atel
20171 and 2010, respectively.

The Company maintains a universal shelf reg O S
securities, preferred stock, commuon stock, warrants, share m reh
predetermined limit. Securities can be sold in one or more seg
determined at the time of sale,

(10) Retirement Plans

Retirement plans expense includes the following components:

LS. PLANS

2010 2011

Defined benefit plans:
Servicetost tbenefits earmed

during the period} 52
interestcost 172
Expectedyetirnon plan assels (2793
Net amortization and other 147

Netperiodic pansion expense 92
Gefined contributionplans 498
Total retirement plans expense  § 166 150

Sasthatpaitic
alcostfor

For defined contribution plans, expense aquals cash cantributed. The Company has two simall busine
patéinmultiemployer pension plaris: Such participation sinsigntficant individually and intotal The :
rattiernployerplansisincluded innetperiodic perision expénse (as'an element of defined cc ) fans) Casly
contributed was inconsequentialin allyears, The Company could potentially incur immaterial Habilit] w; zw‘zts,%*s«
drawal from these plans, although it has o intention to do so. Additionally, as with pa;’*‘ cipation i any multiem
plan, there is a theoretical but remate possibility the Company could incur material liabilities s Jﬁafudw%% :
pating employers be unsble to fund their obligations.




Reconciliations of the actuarial present value of the projected benefit obligations and of the fair value of plan assets for
defined benefit pension plans follow:

1.5, PLANS, NON-U.S. PLAN!

Projected benefit ebligation, beginning $ 3,466

Service cost

Interest cost

Actuarial {gain) loss

Benefits paid

Foreign currency translation and other

Projected benefit obligation, ending $ 3,644

Fair value of plan-assets; beginning 5
Actual return onplan assets
Employer contributions
Benefits paid (167)
Foreign currency translation and other 2

Fair value of plan assets, ending $ 3,182

Net amount-recognized in the balance sheet $ (462)

Amounts recognized in the balance sheet:
Noncurrent liability
Accumulated other comprehensive pretax loss

Approximately $244 of the 7,982 of losses deferred in accumulated other comprehensive income at September 30,
2012, will be amortized into earnings in 2013, As of September 30, 2012, retirement plans in total were underfunded
by $818, which includes $353 of unfunded plans.

As of the plans’ September 30, 2012 and 2011 measurement dates, the total accumulated benefit obligation was
$5,010 and $4,345, respectively. Also, as of the plans’ respective measurement dates, the projected benefit obligation,
accumulated benefit obligation and fair value of plan assets for retirement plans with accumulated benefit obligations
in excess of plan assets were $4,763, $4,504 and $3,947, respectively, for 2012, and $4,093, $3,907 and $3,380,
respectively, for 2071,

Future benefit payments by U.S. plans are estimated to be $1811n1 2013, $191in 2014, $200in 2015, $209in 2016,
$2181n 2017 and $1,212 in total over the five years 2018 through 2022. Based on foreign currency exchange rates as
of September 30, 2012, future benefit payments by non-U.5. plans are estimated to be $45in 2013, $47 in 2014, $51
in 2015, $53 in 2016, $56in 2017 and $309 in total over the five years 2018 through 2022. The Company expects to
contribute approximately $150 to its retirernent plans in 2013.

The weighted-average assumptions used in the valuation of pension benefits were as follows:

UG, PLANS

2010 2011 2010
Net pension expense:
Discount rate 5.50% 5.00% 5.3%
Expected return on plan assets 8.00% 8.00% 5.9%
Rate of compensation increase 3.00% 3.00% 3.9%
Benefit obligations:
Discount rate 5.00% 4.75% 4.6%
Rate of compensation increase 3.00% 3.00% 5%




Thediscount rate forthe U.S.retirement plans was 4.0 percent asof Septerber 30, 2012, Anactuasially determingd,
company-specific yield curve is used to determine the discount rate. Theexpected returnonplandsselsassumplionds
determined by reviewing the investrnent returns of the plans.for the past 10 years pluslonge icatteturns
of ana x appraximating the Company's asset allo¢ation targets, and perjodically cor i oo
oxpea"-t tigns of investment advisors amd actuaries to determine whether long-term future returms are :

fftrﬁtgmf‘mmyfmmthe past. Defined benefit pension plan expense for 201315 expected to be app
versus $173 i 2012,

The Company’sasset allocations atSeptember 30, 2012 and 2011, and weighted-average targetalfocations are as folloy

Equity securities
Debtsacurities
Other

Total

Tho ps maryﬂbjemvc for the investinent of plan assets s to secure partic ipant retirernent benefits white earning 2

w‘md

e rate af return, Plan assets are invested consistent with the provisions of the muc&mweam
nd with a long-term investment horizon, The Company continuously monito
utinely rebalances to rerain within target allocations. The'strategy forequity
rations of risk by investing primarily il companies in a diversified mix of industries w
neuts euty firexposure tom a:ketmpimhmtim levels, c;rcawth versus valite profile, globatversus regx;a b
types and fund managers: The approach for bonds emphasizes investmentsgrade cotporate and governr
with maturities matching a portion of the longer duration pension labilities, The bords strateqy also
yield element which is generally shorter in duration. A small portion of LS. plan assets is allocated f{}{fﬁ\:é‘ziﬁ*u}u n
partnerships and real asset fund inve its for divers iy, providing ¢ ppoztumhes foraboveraiketre
Leveraging techniques are not used and the use of derivatives in.any fund is limited to exchange-traded futur
contracts and is inconsequential.

a5

The fair values of defined benefit plan assets as of September 30, organized by asset class and by the fairvalue
hierarchy of ASC 820 as outlined in Nate T, follow:

U5 equities
international equities
Emerging mmicc% equitie
Corporate
Goverrment b(md%

High yield bonds
Other

Totat

2011

tiSsequities §TEG 443 145
international equities 476 1

Emerging market equities 59
Corporate bonds

Gaverniment bonds

High vield bonds 130

Gther 1 161 122

Total $1,421 ?,? &4 267




ASSET CLASSES

ULS. Equities reflects companies domiciled in the U.S., including multinational companies. International Equities is
cormnprised of companies domiciled indeveloped nations outside the L.S. Emerging Market Equities is comprised of
companies domiciled in portions of Asia, Eastern Europe and Latin America, Corporate Bonds represent investment-
grade debt of issuers primarily from the U.S. Government Bonds include investment-grade instruments issued by
federal, state and local governments, primarily in the U.S, Migh Yield Bonds include non-investment-grade debt from a
diverse group of developed market issuers. Otherincludes cash, interests in mixed asset funds investing in commodi-
ties, natural resources, agricilture and exchange-traded real estate funds, life insurarice contracts (U.S.), and shares in
certain general investment funds of financial institutions or insurance arrangements (non-ULS.) that typically ensure no
market losses or provide for a small minimum return guarantee,

FAIR VALUE HIERARCHY CATEGORIES

Valuations of Level 1 assets for all classes are based on quoted closing market prices from the principal exchanges
where the individual securities are-traded. Cash is valued at cost, which approximates fair value. Equity securities
categorized as Level 2 assets are primarily non-exchange-traded commingled or collective funds where the underlying
securities have observable prices available from active markets. Valuation is based on the net asset value of fund units
held as derived from the fair value of the underlying assets. Debt securities categorized as Level 2 assets are generally
valued based onindependent broker/dealer bids or by comparison to.other debt securities having similar durations,
vields and credit ratings. Other Level 2 assets are valued based on a net asset value of fund units held, which is derived
from either market-observed pricing for the underlying assets or broker/dealer quotation. U.S. equity securities clas-
sified as Level 3 are fund investments in private companies, Valuation techniques and inputs for these assets include
discounted cash flow analysis, earnings multiple approaches, recent transactions, transferability restrictions, prevailing
discount rates, volatilities, credit ratings and other factors. In the Other class, interests in mixed assets funds are Level 2,
and U.S. life insurance contracts and non-U.5. general fund investments and insurance arrangements are Level 3.

Areconciliation of the change invalue for Level 3 assets follows:

Beginning balance, October 1
Gains (Losses) on assets held
Gains {Losses) on assets sold
Purchases, sales and settlements, net

Ending balance, September 30

(11) Postretirement Plans

The Company sponsors unfunded postretirement benefit plans (prirmarily health care) for U.S. retirees and their
dependents. The components of net postretirement benefits expense for the years ended September 30 follow:

2010 20M

Service cost $ 5 3

Interest cost 24 17
Net amortization 1 (7)

Net postretirement expense $30 13

Reconciliations of the actuarial present value of accumulated postretirerment benefit obligations follow:

2011

Benefit obligation, beginning $417

Service cost 3

Interest cost 17
Actuarial (gain) lass (25)
Benefits paid (20}

Plan amendments .

Benefit obligation, ending (recognized in balance sheet) $392
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(12} Contingent Liabiliti

Emerson is.a party to a number of pending zmz pms: mﬂ{i%nqs and claims, including those invelving generatand prod
lighility and other matters, several ofwhich ¢ si ATIOUNtS ¢ ?a,iamn gs The Company acoraes forsuch

ligbilities when itis probable that futg zelmﬁ {i ' ywill beincurred and such eostscan
be reagenasiyesamateéaAc.c ials arebase : xvm estimatesof the autcomesol
these matters; the Company's experience ‘% con zte%t frvy, 1 imﬂi “m; sipilar matters and any gl fistie
ance coverage. Althoughitis not possible to predict the ult iteame of these matters, the iam;ay ii%t‘(;ri{@é%\g

has beer sticcessful in defending itself against claims and suits that Have been brought agatnst it and will continue w
nditselfvigorously in all stich matters; While the Company believes a material adverse impactis unlikely; given the
tuncertainty of litigation; a remote possibility exists thata futiire developmient could have o materialadverse
impact on the Company. ’

The Company enters into certain indemnification agreements in the ordinary course of business iniwhich the indemni-
fied party is held harmless and is relmbursed for losses inciirred from clalms by third parties, usually tp o i
firmit, b connection with divestitures of certain assets or businesses, the Company ofter provides indem
buyer with respect ta certain matters including, as examples, environmental or unidentified tax labilities related to
)c:neds priot to the disposition, Because of the uncertain nature of the indemnities, the raaximum hah
b@ qgantif" 1ediAs $ufl § b les are recor §e~ Ewizu!hwy oth probable and reasonably estimable. i
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{13} Income Taxes

Pretax earnings from continuing operations consist of the following:

tinited States
Ron=tS,

Mlaf pmiax earnings from continui ng operations $2.879

The piincipal components of income tax expense follow:

2010
Current:
Federal $496
State and local 33
Nontls 413
Deferred:
Feders] (55)
State and local {1
NowtLs, (38)
ncometax expense $848




Reconciliations of the U.S. federal statutory tax rate to the Company’s effective tax rate follow:

2010 2011
Federal rate 35.0% 35.0%
State and local taxes, net of federal tax benefit 0.7 0.7
Non-U.S. rate differential (4.5) (3.5)
Non-ULS. tax holidays (2.2) (1.0)
1.5, manufacturing deduction (0.6) (1.1
Goodwill impairment - 0.2
Other 1.0 0.7
tffective income tax rate 25.4% 31.0%

Non-U.5. tax halidays reduce taxrates in certain foreign jurisdictions and are expected to expire over the next five years.

Following are reconciliations of the beginning and ending balances of unrecognized tax benefits before recoverability
of cross-jurisdictional tax credits (federal, state and non-U.S.) and tempaorary differences. The amount of unrecognized
tax benefits is not expected to significantly increase or decrease within the next 12 months.

2011

Beginning balance, at Octaber 1 $170

Additions for current year tax positions 13

Additions for prior year tax positions 27
Reduction for prior year tax positions (22)
Reduction for settlements with tax authorities (7
Reduction for expirations of statute of limitations (19)

Ending balance, at September 30 $162

If none of the unrecognized taxbenefits showr isultimately paid, the tax provision and the calculation of the effective
tax rate would be favorably impacted by $114. The Company accrues interest and penalties related to income taxes in
income tax expense. Total interest and penalties recognized were $(1), $(3) and $(1)in 2012, 2011 and 2010, respec-
tively. As of September 30, 2012 and 2011, total accrued interest and penalties were $35 and $36, respectively.

The United States is the major jurisdiction for which the Company files income tax returns. Examinations by the U.S.
internal Revenue Service are complete through 2007, The status of state and non-U.S, tax examinations varies by the
numerous legal entities and jurisdictions in which the Company operates,

The principal items that gave rise to deferred income tax assets and liabilities follow:

2011
Deferred tax assets:
Net operating losses and tax credits $ 242
Accrued labilities 219
Postretirement and postemployment benefits 137
Emplovee compensation and benefits 176
Pensions 196
Other 176
fotal 1,146
Vatuation allowances {107}
Deferred tax Habilities:
Intangibles (890)
Property, plant and equipment (284)
Other (133)
Total (1,307)

Net deferred income tax liability $ (268)




At September 30, 2012 and 201 1, respectively, net current deferredtax assets were $377and $400; andinet noticur:
rent deferred tax Habilities were $487 and $668. Total income taxes paid were approximately $1.300. 51,030 and
$890 i 2012, 2011 and 2010, respectively, Approximately halfof the $237 net operatinig losses an creditscan
be carried forward indefinitely, while the remainder expire:over varying périods.

(14) Stock-Based Compensation

The Company’s stock-based compensation plans include %‘mf n}‘)a fores,
restricted stock units: Although the Company has discretion, shares di stri i
treastry stoek

STOCK ORTIONS

The Company's stock option plans permit key officers and
Awards fromthe 20171 plan were granted at 100 percentof thet
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on'the date of grant. Options generally vest onesthird each
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Changes in shares subject to option during the year ended September 30, 2012 follow:

AVERAGE ¥ KYERAGE
EXERCISE PRICE # VAL RENAINING
: E N 1R {¥EARS)

Beginning of year

Optionsgranted
Oplions exerciserd
Options canceled

Btk of year

Exercisable at yearend

The weighted-average grant date fair va
tively. Cashreceived {for optiol exercises was Q«‘* 21 12};‘
options exercised was $38, $49 and $59 10 201 k,){fé 1 and 2010, re
tax deductions related to option exercises 11, $ 16 and 54, re

tively, and the ;
ey

The grant date fair value of options is estimated using the Black-Schule
assurmnptions-used in valuations for 2012, 2011 and 2070 follow: wkwﬁwe& nt ad
1.3 percent, 1.9 percent and 3.0 percent; divideridyields, 3.7 percent, 2.6 percent and 3 .2 PEFE
volatility, based on historical volatility, 27 percent, 25 percent and 25 percent. The expected fife of a
based on historical experience and expected future exercise patterns.

PERFORMANCE SHARES, RESTRICTED STOCK AND RESTRICTED STOCK UNITS

The Company’s incentive shares plans include performance shar
o key management employees subject to cerfaln operating perfo
tionis primarily i shares of common stock and partially frecash, ©

period based on the number of awards expected m he ultimately ¢
as liabilities in accordance with ASC 718, :
the end of each reporting period to refle

awards which distribute the valug o
mance conditions and other restyict

w,, wi 1%“%
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ve:‘st?d andwere distributed to par 201 s follo
income taxes and 274,669 paidin cash. As of September 30
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mance objective through 2013:plus the provision of servi

Incentive shares plans also include restricted stock awards, which involve distribution of common st
ment employees subject to cliff vesting at the end of service periods ranging from three to ten year
of restricted stock awards is determined based on the average of the high and low market prices o
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In 2012, 345,946 shares of restricted stock vested as a result of participants fulfilling the applicable service require-
ments and, accordingly, 209,168 shares were issued while 136,778 shares were withheld for income taxes in
accordance with minimum withholding requirernents. As of Septernber 30, 2012, there were 1,525,000 shares of
urvested restricted stock outstanding.

Changes in awards outstanding but not yet earned under the incentive shares plans during the year ended
September 30, 2012 follow:

AVERAGE GRANT DATE

{SHARES IN THOUSANDS ) 5 : SHARE

Beginning of year
Granted

“arned/vested

celed

End of year

The total fair value of sharesvested under incentive shares plans was $15, $276 and $42, respectively, in 2012, 2011
and 2010, of which $6, $113 and $15, respectively, was paid in cash, primarily for tax withholding. As of September 30,
2012,10 million shares remained available for award under the incentive shares plans.

Total compensation expense forthe stock option and incentive shares plans was $100, $121 and $217, for 2012, 2011
and 2010, respectively. The decrease from 2011 to 2012 reflects a stock option award in 2011 and no incentive stock
plan-overlap in 2012, The decrease from 2010 to 20171 reflects changes in the Company’s stock price and the vesting
and payment of a portion of the 2007 awards early in 2017 Iicome tax benefits recognized in the income statement
for these compensation arrangements during 2012, 201 T and 2010 were $28, $32 and $65, respectively. As of
September 30, 2012, there was $122 of total unrecognized compensation cost related to unvested awards granted
under these plans, which is expected to be recognized over a weighted-average period of 1.6 years.

in addition to the stock option and incentive shares plans, in 2012 the Company awarded 22,921 shares of restricted
stock and 4,818 restricted staclk units under the restricted stock plan for nonmanagement directors. As of September 30,
2012, 290,813 shares remained available forissuance under this plan.

(15) Common Stock

AtSeptember 30, 2012, 50 million shares of common stock were reserved for issuance under the Company’s stock-
based compensation plans. During 2012,16.4 million common shares were repurchased and 1.6 million treasury shares
were reissued.

(16) Business Segments Information

The Company designs and supplies products and technology and delivers engineering services in a wide range of indus-
trial, commercial and consurner end markets around the world. The business segments of the Company are organized
primarily by the nature of the products and services they sell. The Process Management segment provides systems and
software, measurement and analytical instrumentation, valves, actuators and regulators, and services and solutions,
including digital plant architecture that allows communication of devices with centralized systems, to provide precision
measurernent, control, monitoring and asset optimization for plants that produce power or process fluids or items
such as petroleum, chemicals, food and beverages, pulp and paper, pharmaceuticals, and municipal water supplies.
The Industrial Automation segment provides commercial and industrial motors and drives, power transmission and
materials handling equipment, low, mediurn and high voltage alternators and other power generation equipment,
materials joining and precision cleaning products, fluid power and control mechanisms, and electrical distribution
equipment which are used in a wide variety of manufacturing operations to provide integrated manufacturing solu-
tions to customers. The Network Power segment designs, manufactures, installs and maintains power systems for
telecommunications networks, data centers and other critical applications, including power conditioning and uninter-
ruptible AC and DC power supplies, embedded power supplies and computing systerns, precision cooling systems,
electrical switching equipment, and integrated data center infrastructure monitoring and management systems. The
Climate Technologies segment supplies compressors, temperature sensors and controls, thermostats, flow controls
and remote monitoring technology and services to all elements of the climate controlindustry, including residential
heating and cooling, commercial air conditioning, and commercial and industrial refrigeration. The Commercial &
Residential Solutions (formerly Tools and Storage) segment provides tools for professionals and homeowners, home
and commercial storage systems, and appliance solutions, The principal distribution method for each segmentis a
direct sales force, although the Company also uses independent sales representatives and distributors. Due to its global
presence, certain of the Company’s international operations are subject to risks such as nationalization of operations,
significant currency exchange rate fluctuations and restrictions on the movement of funds.




The primary income measure used for assessing segment performance and making ¢
b Hntewsmnd income taxes-Mtersegment selling prices dpproximite mark :
emce;f“ ; grment reporting and the consolidated financial statements are primarily 1
e ssed ona permmaqe of sales and the accounting for:pension and otherretirer
nther includes goodwill impairment charges. Corporate assets are primarily comprised of ;
ments and cortainfised assets. Summarized below s information abiout the Cormpany's operations by bus
arctby geographic region (also see Notes 3 through 6).

BUSINESS SEGMENTS

2010
Process Managerment - § 6,022
Indistrial Autamation 4,289
Network Power 5,828

Chrriate Techniotogies

Commerdial & Residential Solutions 1.837

24,937

Differences i
Corporat
Sales eliminat n‘nili‘\tgﬂ@st (656)
Totsh 421,039 24,222

(a) Corporate andother primartly reflects chatges i
changesin the Company’s stock price and a redu

©REWHTE

{b) 2012 includes a nencash, pretax goodwiltimpalrment chargeot $592 (§52
Power segment and 2011 includes a charge of $19{$0.03 pershare )mamﬁ M? min iﬂa ﬁuﬁ}ﬂi&ﬁi}ﬁ S?(L

Proce: !anageﬂent

industrial Agtomation

Network Power

Climate Technologies

ssidential Solutions
Sther

Corporate and

Total $E56

{;EQUR&PHK

United States and Canada
sia

Eurape

Latin America

Middle East/Africa

Total

were $10,036, $9.900 and $9,101 for 2012, 20° 42010, respectively, while Asi udessalesin
C$3.079and $2,692, respectively. U5 slocated fixed assets were $1.900, 81, 41,839




(17) Other Financial Data

ftems reported in earnings during the years ended September 30 include the following:

2010 2011

Research and development expense $473 555
Depreciation expense $562 522
Rentexpense $353 372

The Company leases certain facilities; transportationand office equipmént, and various other iterns under operating
fease agreements. Minimurm annual rentals under noncancellable long-term leases, exclusive of maintenance, taxes,
insyrance and other operating costs, will approximate $277Tin 2013, $19510 2014, $137in 2015, $91in 2016 and $55
in2017.

ttems reported in accrued expenses include the following:

2011

Employee compensation $640
Customer advanced payments $385
Product warranty $211

Othier liabifities are summarized as follows:

Pension plans $ 732
Deferred income taxes 764
Postretirement plans, excliding current portion 361
CGther 664

Total $2,521

Other operating cash flow is comprised of the following:

2010
Pensian expense $ 132
Stock compensation expense 217
(Gain) Loss on sale of businesses, net of tax (167)

Deferred income taxes and other 15

Total $ 197




(18) Quarterly Financial Information (Unaudited)

FIRST SECONG THIRD LRTH Fidt
QUARTER (UARTER QUARTER

Net sates

Grasgprofit

Earnings from continaing
operations cOmMmon sto

Net sarnings commaon
storkholders

oiders § 48

o
i
o8
3

Earnings per-comimon share
fror continuing operations:
Basic $
Difuted $

Met earnings
pef caimmon sha

$ 0,63 0:74 .91
$ .63 0.73 e .90

Dividends per cormmon share $0.345 0.545
Comiron stockprices:
High $58.74

Low

d independently each period;
clude disce

Earnings pershare are compu
caleulated anriuatfigure. Resull

e AImounts i
Fof 2012, ahd®

Earnings from continuing operations, n
willirmpairment charges of $528 or 50,
fourth quarterof 2011,

SIS

nElectric Co. common stock (symbal EMR) is listed on the New York




Report of independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Emerson Electric Co.:

We have audited the accompanying conselidated balance sheets of Emerson Electric Co. and subsidiaries as of
September 30, 2012 and 2011, and the related consolidated statements of earnings, equity, and cash flows for each
of the years in the three-year period ended Septernber 3(} 2012, We also have audited Emerson Electric Co.’s internal
control over financial reporting as of September 30, 2012, based on criteria established in Internal Control - Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Emerson
Electric Co.’s management is responaible for these consolidated financial statements, for maintaining effective internal
control over financial reporting, and forits assessment of the effectiveness of internal control aver financial reporting,
included in the accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to
(*Xi“)!‘é s5 an opinion o these consolidated financial statements and an opinion on the Company’s internal control over
financial reporting hased on ouraudits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement and whether effective internal control over finan-
cial reporting was maintained in all material respects. Our audits of the consolidated financial statements included
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presenitation. Our audit of internal control over financial reporting included obtaining an understanding
of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evalu-
ating the design and operating effectiveness of internal control based on the assessed risk. Our audits also included
performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide
a reasonable basis for our opinions:

Acompany’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial staterments for external )urposes inaccordance with
gererally accepted accounting principles: Acompany’s internal control aver finandial reporting includes those policies
and procedures that {1) pertain to the maintenance of records that, in reasonable detail, accu irately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of ﬁ*@ company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on
the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures

ray deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Emerson Electiic Co. and subsidiaries as of September 30, 2012 and 2011, and the results of its
operations and its cash flows for each of the years in the ti‘n*eemyew veriod ended September 30, 2012, in conformity
with U.S. generally accepted accounting principles. Also in our opinion, Emerson Electric Co. maintained, in all material
respects, effective internal control over finandial reporting as of September 30, 2012, based on criteria established in
Internal Control ~ Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission,

MG LLP

5t. Louis, Missouri
November 19, 2012




EAR SUMMAR

EMERSON ELECTRIC. CO, & SUBSIDIARIES

miber 30| Dollars in millions, except per share amounts or where noted

Years ende

Surmimary of Net sales
Operations Gross profit
interest expense

Farnings fromcontinuing operations commaor sk

Percent of net sales

Net-earnings comimon stociholds

Operating cash flow

Return on common stockholders' equi

Per Share of Diluted EPS

rings from cortipuing op 266
Common Stock Diluted EPS-Netearnings 2,84
Cash dividends 134
Book value 13:451
Year-End O perating working capital
Financial Percent of fiet sales
Position Property, plant and equipment, net

Totalassats

Longstermdebt

Common stockhalders’ equity

Totaldebt to total capital

Net debt to net capital

Other Data Capital expenditures
Depreciation

e taxes

Total taxes, including inc
Salaries-and wages

Average number of employees

Approximate number of common stockholders of record at year end-|

Average common shares - diluted (in thousands)

See Note 3 forinformation regarding the Company's acquisition af

Bur
'

chappliance moters and LS. commercial and srations

notors busitiesses for 20037

(b} tncludes the cumulative effect of o change in accounting principle of $9

Before change in gccounting principle.
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: mgarding dividend payments, loss or nonreceipt
of a dividend chedk, stock transfers (including name
changes, gifts; and inheritances), loxl stock certificates,
Form 1099 information, and addre inges should be
directed to the Registrar and Transfer Agent.

REGISTRAR AND TRANSFE

By Mail:

Computershare Shareowner Services (LC
Attention: Emerson Electric Co.

P.G, Box 358015

Pittsburgh, PA 15252-8015

ar

Computershare Shareowner Services LLC
Attention: Emerson Electric Co.

480 Washington Blvd,, 27th Floor

lersey City, N} 07310-1900

By Phone:

Toll-Free: (888) 213-0970

DD for Hearing tmpaired: (tﬂ)(}} 231-5
Foreign Shareholders: (201) 57
TDD Foreign Shareholders: { 2{}1 }630-6610

By Internet:
www. Cpushareownerservic
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Alt other inquiries should be addressed to:

Investor Relations Department, Station 2197

Emerson

8000 W. Florissant Ave.,

P.O. Box 4100

St. Louis, MO 63136~
Telephone: (314) 55
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SAFE HARBOR STATEMENT

This Anmual Report contains various forward-looking
statements and includes assurnptions concerning
Emerson’s operations, future results and prospects.
»forward-looking st ents are based on current
ations, are subject to risk and uncertainties, and
SON U 1<§Hta%<i*s no obligation to update any such
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