











REMUNERATION REPORT (CONTINUED)

Chairman and non-executive directors

Chairman

Martin Jay was appointed non-executive Chairman in July 2003 for
an initial period of three years. This appointment was extended by
the Board and approved by shareholders in 2006.

Mr Jay’s letter of appointment dated 28 May 2003 requires, except
in the case of dismissal for cause, 12 months’ notice by either
party; on early termination at the request of the Company any
compensation will be subject to mitigation.

The Committee is responsible for reviewing the Chairman’s

fees. The Chairman is not involved in any decision on his own
remuneration. The fees currently paid to the Chairman and the
other non-executive directors are subject to the limits set in the
Articles of Association. The Chairman’s fee was set on appointment
at £250,000 per annum. During 2007/08 the Chairman elected to
join the same arrangement as the other non-executive directors
(as set out below) whereby £8,000 of his fee per annum is paid

in shares.

Mr Jay has informed the other members of the Board that he is
intending to retire as Chairman and a director of the Company

at the 2009 Annual General Meeting. By then, he will have been
Chairman for six years and believes that it will be an appropriate
time to hand over to a successor. He has made his intentions clear
now so that the Board can put in place a thorough and orderly
process to appoint a new Chairman and ensure that a smooth
transfer of responsibilities can take place.

Non-executive directors

The non-executive directors do not have service contracts with the
Company. All non-executive directors (including the Chairman) are
appointed under the Company’s Articles of Association, under
which they are required to seek re-election not later than the third
Annual General Meeting following their last election, are subject
to review by the Nominating Committee prior to being considered
for election or re-election by shareholders and serve the Company
under letters of appointment that do not contain any notice
period. They do not participate in any bonus or performance
related plans or any of the Group’s share incentive, option or
pension schemes.

Fees for non-executive directors other than the Chairman are
determined by a committee of the Board comprising the Chairman
and the executive directors. Fee levels are determined taking
account of time commitments and responsibilities, together with
comparative market rates and benchmarking data. The fees
currently paid to non-executive directors are subject to the limits
set in the Articles of Association.

To ensure that the interests of the non-executive directors are
aligned with those of shareholders, the current fee structure for the
non-executive directors is a basic fee of £50,000 per annum, with
£8,000 to be paid in shares. Mr Zito has elected to use his entire
non-executive director’s basic fee (after tax) to acquire shares on

a quarterly basis. Each non-executive director has committed to
retain these shares for the period of their directorship. The
remuneration table on page 57 includes that part of the fee used
to purchase shares and the shares are included in the table of
directors’ interests also on page 57.

Additional payments of £10,000 are paid to the chairman of the

Audit Committee and £8,000 to the chairman of the Remuneration
Committee.
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External directorships

The executive directors are encouraged to hold not more than one
external non-executive directorship in order to broaden their
experience for the benefit of the Company. Such appointments are
subject to approval by the Board and the director may retain any
fees paid in respect of such directorship. Mr Henriksson joined the
board of Hexagon AB as a non-executive director in 2007 from
which he retains the fees payable of SEK 350,000 (approximately
£26,576) per annum.

Performance graph

The Company is required to include a graph indicating their TSR
performance (that is, share price assuming reinvestment of any
dividends) over the last five years relative to a recognised equity
index. Accordingly the graph below shows the Company’s
performance relative to the FTSE 250, which the Committee
considers an appropriate index for comparison purposes as the
Company had been a constituent during all of that period.

Total shareholder return
Source: Thomson Financial
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This graph shows the value, by 31 March 2008, of £100 invested in Invensys plc on 31 March 2003
compared with the value of £100 invested in the FTSE 250 Index.
The other points plotted are the values at intervening financial year ends.
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This graph shows the value, by 31 March 2008, of £100 invested in Invensys plc on 31 March 2005
compared with the value of £100 invested in the FTSE 250 Index.
The other points plotted are the values at intervening financial year ends.

The graph above highlights the movement in TSR since March 2005.



Directors’ remuneration
The remuneration of the directors for the year ended 31 March 2008 was as follows:

Salary/ Pension Total Total
fees allowance Benefits’ Bonuses® 2008° 2007
Notes £ £ £ £ £ £
Chairman
Martin Jay 3 250,000 - - - 250,000 250,000
Executive directors
Steve Hare 1 430,000 129,000 14,186 587,380 1,160,566 693,139
Ulf Henriksson 2 750,000 262,497 15,857 1,024,500 2,052,854 1,562,738
Non-executive directors
Bay Green 3 60,000 - - - 60,000 56,603
Jean-Claude Guez 3 58,000 - - - 58,000 58,000
Michael Parker 3,4 50,000 - - - 50,000 42,821
Pat Zito 3,5 43,013 - - - 43,013 -
Former directors
Larry Farmer - - - - - 17,244
Adrian Hennah 6 - - - - - 212,365
Andrew Macfarlane - - - - - 20,692
Totals 1,641,013 391,497 30,043 1,611,880 3,674,433 2,913,602
Notes

a one-off payment on joining the Company to cover transitional costs and relocation.

W

The emoluments of the highest-paid director, Mr Henriksson, excluding pension rights were £2,052,854 (2007: £1,562,738).
The fee structure for the non-executives (including the Chairman from 9 November 2007) includes £8,000 per annum (or, in the case of Mr Zito, all of his fee) which, after tax, is

. The comparative figure for Mr Hare relates to the period from his date of appointment on 21 July 2006 to 31 March 2007. The 2007 figure includes £50,000 paid to Mr Hare as

used to buy shares in the Company for each non-executive director as described on page 56. The shares purchased on their behalf are included in the table of directors’ interests

set out below.

o u &

completion of personal objectives during the period of his 2006/07 employment. This was paid in June 2007.

~N

All executive directors are entitled to such benefits.

(=]

The comparative figure for Mr Parker relates to the period from his date of appointment on 24 May 2006 to 31 March 2007.
Mr Zito was appointed on 23 May 2007 and therefore his emoluments for 2008 relate to the period from this date to 31 March 2008.
As disclosed in the 2006 Remuneration report, the Committee exercised its discretion and agreed to make a bonus payment of £75,000 to Mr Hennah as a result of successful

Taxable and other benefits comprise items such as cash allowances in lieu of a company car, life assurance/permanent health assurance, medical care and annual health check.

Any payment due in excess of 100% of salary is paid in ordinary shares in the Company the vesting of which is deferred (for executive directors) for a period of three years.

Included in the bonus column above are the amounts of £274,500 and £157,380, to be granted as deferred shares to Mr Henriksson and Mr Hare respectively in respect of their

annual bonus for 2007/08.
No directors waived emoluments in respect of the year ended 31 March 2008 (2007: none).

©

Directors’ interests
Ordinary shares

The interests of the directors and their families in the shares of the Company are set out below:

At 1 April 2007

Notes At 31 March 2008 ~ (or at date of appointment if later)

1,2 ordinary shares of 10p each ordinary shares of 10p each

Bay Green 3 10,488 9,317

Jean-Claude Guez 3 27,573 26,026

Steve Hare - -

ULf Henriksson 566,819 305,200

Martin Jay 3 13,746 9,538

Michael Parker 3 2,653 1,639

Pat Zito 3 6,359 -
Notes

1. The mid-market price of an ordinary share on 31 March 2008 was 225p. Between 1 April 2007 and 31 March 2008, the highest mid-market price was 428.25p and the lowest

mid-market price was 185.75p.
2. All interests referred to are beneficial.

3. As described on page 56, as part of the non-executive directors’ fee arrangements, a proportion (or all, in the case of Mr Zito) of their fee (including the Chairman’s) is used to
acquire ordinary shares in the Company. On 1 April 2008 Mr Jay, Mr Green, Mr Guez, Mr Parker and Mr Zito acquired 465, 459, 609, 398 and 2,895 ordinary shares respectively at
251p per share as part of the non-executive directors’ fee arrangement. There have been no further changes in the interests of directors in ordinary shares between 1 April 2008

and 14 May 2008.
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REMUNERATION REPORT (CONTINUED)

Long-term incentive awards
Details of the ordinary shares in the Company which have been conditionally awarded to executive directors under various

executive

plans and arrangements are set out below. The relevant performance conditions relating to these conditional awards are set out on pages

51 to 55 of this Report and in Note 29 to the Financial Statements.

Mid-market’
adjusted  Mid-market
Awards  Awards  Awards share price at share price at
Asat  granted vested lapsed Asat date awards date awards
Notes 1 April during during during 31 March granted vested Performance Release date/
1 2007 theyear theyear theyear 2008  per share p per share p period period
Steve Hare
1998 Long Term Incentive Plan
50% 11 Aug 2009 —
10 Nov 2009
11 Aug 2006 — 50% 11 Aug 2010 —
2006 461,600 - - - 461,600 166.75 - 10 Aug 2009 10 Nov 2010
2007 Long Term Incentive Plan
1 Apr 2007 — 9 Aug 2010 —
2007 - 263,497 - - 263,497 331.25 - 31 Mar 2010 8 Nov 2010
Turnaround Bonus Overlay Plan
50% 1 Jun 2008
2007 - 69,765 - - 69,765 385.13 - - 50% 1 Jun 2009
Ulf Henriksson
1998 Long Term Incentive Plan
24 Jun 2004 - 24 Jun 2009 -
2004 3 338,842 - — 213,470 125,372 170.47 - 23 Jun 2007 23 Sep 2009
50% 22 Jul 2008 —
21 Oct 2008
22 Jul 2005 - 50% 22 Jul 2009 —
2005 1,643,534 - - - 1,643,534 126.09 - 21 Jul 2008 21 Oct 2009
50% 1 Jun 2009 —
31 Aug 2009
1Jun 2006 - 50% 1 Jun 2010 —
2006 641,100 - - - 641,100 217.17 - 31 May 2009 31 Aug 2010
2007 Long Term Incentive Plan
1 Apr 2007 — 9 Aug 2010 —
2007 — 459,587 - — 459,587 331.25 - 31 Mar 2010 8 Nov 2010
Restricted Share Award
2004 4 214,116 - 214116 - - 149.45 375.50 - 24 May 2007
Turnaround Bonus Overlay Plan
50% 1 Jun 2007
2006 276,107 - 138,053 - 138,054 217.17 385.13 - 50% 1 Jun 2008
50% 1 Jun 2008
2007 - 167,977 - - 167,977 385.13 - - 50% 1 Jun 2009
2007 CEO Special Award
1 Apr 2007 —  50% 31 Mar 2010
2007 - 1,608,554 - - 1,608,554 331.25 - 31 Mar 2010  50% 31 Mar 2011
Notes:

1. The conditional awards shown in the table are the maximum number of ordinary shares that can vest subject to satisfaction of the relevant performance conditions.

2. Mid-market ordinary share prices adjusted for variations in share capital since the date of grant.

3. On 24 June 2007 37% of the conditional award granted in 2004 was converted into a deferred right to acquire the relevant number of ordinary shares. Subject to the rules

of the 1998 LTIP these deferred shares will become eligible for release at the end of a two-year retention period.
4. Under the terms under which the Restricted Share Award was granted, Mr Henriksson remains subject to an obligation to retain the shares released (except any
liabilities) until 20 May 2009.

Share options

sold to satisfy tax

The following option over ordinary shares in the Company was granted to the named director under an individual arrangement pursuant

to the UK Listing Authority Listing Rules:

Date from
As at 1 April As at 31 March Option price which first Expiry
Notes 2007 2008 per share p exerciseable date
ULf Henriksson 1,2 535,290 535,290 154.59 50% 21 Nov 2005 31 May 2014
50% 21 May 2007
Notes:

1. The option is not subject to performance conditions. The exercise of the option is contingent on continued employment or, at the discretion of the Committee,
compassionate circumstances.
2. No options were granted, lapsed or exercised during the year.
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DIRECTORS’ REPORT

The directors submit their report and the audited accounts for
the year ended 31 March 2008 as set out on pages 63 to 136 and
page 139.

Principal activities

The principal activities for the year are contained in the Business
review on pages 16 to 44. The principal subsidiaries which affect
our profit or net assets in the year are listed on page 139.

Business review

The Company is required by the Companies Act 1985 to set out in
this report a fair review of the business of the Group during the
financial year ended 31 March 2008 and the position of the Group
at the end of the year.

This review is contained in the Business review section of the
Annual report and accounts (pages 16 to 44), with further
commentary on the Group’s strategy, performance and
development in the Chairman’s statement (pages 12 and 13) and
the Chief Executive’s statement (pages 14 and 15). The Business
review includes a description of the principal risks and uncertainties
facing the Group (pages 42 to 44), a discussion of key financial
performance measures (pages 17 to 22), information on our use

of financial instruments and a description of our financial risk
management objectives and policies (pages 22 and 23).

Dividends

The directors do not propose a dividend (2007: nil). The Company
currently has a significant deficit on distributable reserves and is
therefore unable to pay a dividend.

Board of directors

The current directors of the Company and their biographical details
are given on pages 10 and 11. A statement of their remuneration
and interests in the ordinary shares of the Company are set out in
the Remuneration report on page 57.

Martin Jay has informed the other members of the Board that he is
intending to retire as Chairman and a director of the Company at
the 2009 Annual General Meeting. By then, he will have been
Chairman for six years and believes that it will be an appropriate
time to hand over to a successor. He has made his intentions clear
now so that the Board can put in place a thorough and orderly
process to appoint a new Chairman and ensure that a smooth
transfer of responsibilities can take place.

The rules governing the appointment and retirement of directors
are contained in the Company’s Articles of Association. All directors
served throughout the year other than Pat Zito who was appointed
on 23 May 2007. At the 2008 Annual General Meeting, Bay Green
will retire by rotation in accordance with the Articles of Association
of the Company and, being eligible, will offer himself for
reappointment. The Chairman’s letter and Notice of Annual General
Meeting explains why the Board believes that Mr Green should

be reappointed.

The powers of the directors are determined by UK legislation and
the Memorandum and Articles of Association of the Company,
together with any specific authorities that may be given to the
directors by shareholders from time to time, such as the power to
allot shares and the power to make market purchases of the
Company’s shares. Further information regarding matters reserved
for the Board are set out in the Corporate governance report

on page 46.

Directors’ indemnity and insurance

In accordance with the Articles of Association, the Company has
provided to all the directors an indemnity (to the extent permitted
by the Companies Act 1985) in respect of liabilities incurred as a
result of their office, and the Company has taken out an insurance
policy in respect of those liabilities for which directors may not be
indemnified. Neither the indemnity nor insurance provides cover
in the event that the director is proved to have acted dishonestly
or fraudulently.

Acquisitions and disposals

On 1 July 2007 the Group acquired Cimnet, Inc., an MES software
company based in Pennsylvania, US for £12 million on a debt/cash
free basis. The following disposals have taken place during the year:

Effective

Proceeds Proportion date of

£m disposed disposal

APV 250 100% 31 December 2007

Safety 22 100% 31 December 2007

Burco 15 100% 31 March 2008

Reversing Valves 7 100% 23 November 2007
294

Capital structure

Details of the authorised and issued share capital, together with
details of movements in the issued share capital of the Company
during the year are shown in Note 27 on page 109. The Company
has one class of ordinary shares which carry no right to fixed
income. Each share carries the right to one vote at general
meetings of the Company. There are no specific restrictions on the
size of a holding nor on the transfer of shares, which are both
governed by the general provisions of the Articles of Association
and prevailing legislation.

The Company operates two employee benefit trusts to hold shares
pending employees becoming entitled to them under the
Company’s employee share plans. Each trust has an independent
trustee which waives its rights to vote on the shareholding. Details
of employee share schemes and shares held by the Invensys No. 2
Employee Benefit Trust are set out in Note 27 on page 110.

Shares acquired through the Company’s employee share plans rank
pari passu with other shares in issue and have no special rights,
save that certain share awards involve retention periods after
vesting. Further, non-executive directors use a proportion of their
fees to purchase shares in the Company which may not normally be
transferred during a director’s period of office.

At the 2007 Annual General Meeting the directors were authorised
to issue relevant securities up to an aggregate nominal amount of
£26.3 million (approximately 33% of the issued ordinary share
capital as at June 2007). Renewal was also sought for the directors
to allot relevant securities and to allot equity securities for cash
(up to a maximum aggregate nominal amount of £4.0 million)
other than on a pre-emptive basis, shareholders having previously
approved similar resolutions. The directors did not utilise this
authority during the year under review save than to issue shares to
satisfy awards under the Company’s share option and incentive
schemes. The directors will seek to renew similar authorities in 2008.

On 7 February 2008, the Company announced its intention to
exercise its option to redeem all outstanding High Yield Bonds and
consequently all remaining Bonds were redeemed on 17 March
2008. Further details are set out in the Financial review on page 16.
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DIRECTORS’ REPORT (CONTINUED)

Articles of Association

Any alteration to the Company’s Articles of Association must be
approved by shareholders in accordance with applicable UK
legislation. As detailed in the Notice of Annual General Meeting
the Company is proposing, subject to shareholder approval, the
adoption of new Articles to enable changes in the new Companies
Act 2006 to be incorporated.

Substantial shareholders

At the date of this report we have been notified, in accordance
with the Disclosure and Transparency Rules, of the following
interests in the ordinary share capital of the Company:

Interest in issue
share capital %

9.711 (direct interest)
8.236 (indirect interest)

Name

Standard Life Investments

Schroders 9.73 (indirect interest)
Legal & General 5.12 (direct interest)
Prudential 8.30 (direct interest)

Supplier payment policy

It is the policy of the Group that subsidiary companies should
develop long-term relationships with suppliers and establish terms
of trade consistent with established practice in their country of
operation, and to ensure that suppliers are aware of the terms of
payment and that such terms are followed. The Company is a
holding company and has no trade creditors.

Employee policy and development

The Group seeks to ensure that fair consideration is given to
applications for employment received from disabled persons

and to ensure continued employment, training and advancement
where possible of employees who are or become temporarily or
permanently disabled.

The Group recognises the need to consult and provide information
on matters of concern to employees. To satisfy that need, the
Company provides employees with published financial and
economic information through its consultative procedures. Invensys
also encourages the involvement of all employees in the Group’s
performance through the Invensys Performance Management
System (IPMS), which reinforces the links between the Group’s
business goals, the employee’s contribution and his/her
remuneration.

Further information concerning employees is set out in the
Corporate social responsibility report which begins on page 35.

Charitable and political contributions

During the year Group donations to charities and community
causes worldwide were £0.2 million (2007: £0.3 million) with UK
charities receiving £nil (2007: £0.1 million). The Board is of the view
that it is not appropriate for the Company to make charitable
donations given the Company is not paying dividends. However,
many of the Group’s subsidiaries are influential companies and
important employers in their own countries or localities and it is
therefore believed to be in the best interests of the Group for
those companies’ community involvement to be maintained at
reasonable levels. No donations were made to political parties
(2007: £nil).

Research and development

The Group carries out research and development in support of
its activities. During the year expenditure on the research and
development of new products and processes amounted to
£100 million (2007: £89 million).
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Change of control

Pursuant to section 992 of the Companies Act 2006, the directors
disclose that in the event of a change of control in the Company,
(i) the banking facilities described in Note 21, totalling £680 million
at 31 March 2008 (reduced to £525 million on 7 May 2008 and
again to £425 million on 8 May 2008), could cease to be available
to the Group; and (ii) a Master Service Agreement dated 15 May
2007 made with Genpact International, Inc for the provision of
outsourced business services in relation to certain finance and
related functions would become terminable at the option of the
Company.

For legal and practical reasons, the rules of the various employee
share plans operated by the Company set out the consequences of
a change of control of the Company.

The Remuneration Committee has approved changes to

Ulf Henriksson’s and Steve Hare’s service contracts entitling them, in
the event of a material adverse change to their title, responsibilities
or status following a change of control of the Company to
terminate their employment and receive a payment equal to the
termination payment set out in the Remuneration report on page 55.

Auditors

In accordance with section 234ZA(2) of the Companies Act 1985,
each of the directors at the date of approval of this report confirms
that, so far as the director is aware, there is no relevant audit
information of which the Company’s auditors are unaware, and the
director has taken all steps that he ought to have taken as a
director in order to make himself aware of, and to establish that
the auditors are aware of, any relevant information.

Ernst & Young LLP have expressed their willingness to continue in
office as auditors and resolutions proposing their reappointment
and to authorise the directors to determine their remuneration
will be proposed at the forthcoming Annual General Meeting.

Annual General Meeting

The Annual General Meeting of the Company will be held on
Friday, 18 July 2008 at 11am. The Notice of Annual General Meeting
available to all shareholders gives full details of the meeting and
the resolutions to be proposed.

Post balance sheet events

On 7 May 2008, the Group repaid and cancelled Term Loans

due in January 2011 of US$190 million and Euro 75 million.

The repayment of the principal amounts, together with accrued
interest, was made out of cash balances. On 8 May 2008, the Group
cancelled bonding facilities of £100 million due for expiry in
December 2010. There were no early redemption penalties to be
made on either of these transactions.

By order of the Board

Victoria Hull
General Counsel and Company Secretary
14 May 2008



STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF

THE PREPARATION OF THE ACCOUNTS

The directors are responsible for preparing the Annual report and
the financial statements in accordance with applicable United
Kingdom law and those International Financial Reporting Standards
as adopted by the European Union or, in the case of the Company’s
financial statements, UK GAAP.

In relation to the Group financial statements, the directors are
required to prepare financial statements for each financial year
which present fairly the financial position of the Group and its
financial performance and cash flows for that period. In relation
to the Company’s financial statements, the directors are required
by law to prepare financial statements for each financial year that
give a true and fair view of the state of the affairs of the Company
and its profit and loss for that period. In preparing the Company
and Group financial statements, the directors are required to:

» select suitable accounting policies and then apply them
consistently;

» present information, including accounting policies, in a manner
that provides relevant, reliable, comparable and understandable
information;

» provide additional disclosures when compliance with the
specific requirements in applicable accounting standards are
insufficient to enable users to understand the impact of
particular transactions, other events and conditions on the
entity’s financial position and financial performance; and

+ state that the Company and the Group have complied with
applicable accounting standards, subject to any material
departures disclosed and explained in the financial statements.

The directors are responsible for keeping proper accounting
records which disclose with reasonable accuracy at any time the
financial position of the Company and of the Group and enable
them to ensure that the financial statements comply with the
Companies Act 1985 and Article 4 of the IAS Regulation. They are
also responsible for safeguarding the assets of the Company and
the Group, and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities. The
directors have a reasonable expectation that the Company and
Group has adequate resources to continue in operational existence
for the foreseeable future. For this reason, they continue to adopt
the going concern basis in preparing the accounts.

Directors’ responsibility statement
We confirm that to the best of our knowledge:

(@) the financial statements for the year ended 31 March 2008,
prepared in accordance with International Financial Reporting
Standards as adopted for use in the European Union, give a true
and fair view of the assets, liabilities, financial position and profit of
the Group; and

(b) the business review includes a fair review of the development
and performance of the business and the position of the Group,
together with a description of the principal risks and uncertainties
that they face.

By order of the Board

S Hare
Chief Financial Officer

U C | Henriksson
Chief Executive
14 May 2008

The directors of Invensys plc are listed on pages 10 and 11.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF INVENSYS PLC

We have audited the Group financial statements (financial
statements) of Invensys plc for the year ended 31 March 2008
which comprise the Consolidated income statement, Consolidated
balance sheet, Consolidated cash flow statement, Consolidated
statement of recognised income and expense, Accounting policies,
the related Notes 1 to 35 and the list of Principal subsidiaries as at
31 March 2008. These financial statements have been prepared
under the accounting policies set out therein.

We have reported separately on the Parent company financial
statements of Invensys plc for the year ended 31 March 2008 and
the information in the Remuneration report that is described as
having been audited.

This report is made solely to the Company’s members as a body, in
accordance with section 235 of the Companies Act 1985. Our audit
work has been undertaken so that we might state to the Company’s
members those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members

as a body, for our audit work, for this report or for the opinions

we have formed.

Respective responsibilities of directors and auditors

The directors are responsible for preparing the Annual report
and the financial statements in accordance with applicable United
Kingdom law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union as set out in the
Statement of directors’ responsibilities.

Our responsibility is to audit the financial statements in accordance
with relevant legal and regulatory requirements and International
Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial
statements give a true and fair view, the financial statements have
been properly prepared in accordance with the Companies Act
1985 and Article 4 of the IAS Regulation and the information given
in the Directors’ report is consistent with the financial statements.
We also report to you if, in our opinion, we have not received all
the information and explanations we require for our audit, or if
information specified by law regarding directors’ remuneration
and other transactions is not disclosed.

We review whether the Corporate governance statement reflects
the Company’s compliance with the nine provisions of the 2003
FRC Combined Code specified for our review by the Listing Rules
of the Financial Services Authority, and we report if it does not.
We are not required to consider whether the Board’s statements
on internal control cover all risks and controls, or form an opinion
on the effectiveness of the Group’s corporate governance
procedures or its risk and control procedures.

We read other information contained in the Annual report

and consider whether it is consistent with the audited financial
statements. This other information comprises the Board of
directors, the Chairman’s statement, the Chief Executive’s
statement, Business review, Corporate governance report,
Remuneration report, Statement of directors’ responsibilities,
Financial summary, listing of Principal subsidiaries as at 31 March
2008 and Shareholder information. We consider the implications
for our report if we become aware of any apparent misstatement
or material inconsistencies with the financial statements.

Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards
on Auditing (UK and Ireland) issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements.
It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the
financial statements, and of whether the accounting policies

are appropriate to the Group’s circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material
misstatement, whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial
statements.

Opinion
In our opinion:

+ the financial statements give a true and fair view, in accordance
with IFRSs as adopted by the European Union, of the state
of the Group’s affairs as at 31 March 2008 and of its profit
for the year then ended;

« the financial statements have been properly prepared in
accordance with the Companies Act 1985 and Article 4
of the IAS Regulation; and

» the information given in the Directors’ report is consistent
with the financial statements.

Ernst & Young LLP
Registered Auditor
London

14 May 2008
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CONSOLIDATED INCOME STATEMENT

2008 2007
For the year ended 31 March Notes £m £m
Continuing operations
Revenue 2,3 2,108 1,999
Operating expenses before exceptional items (1,854) (1,783)
Operating profit before exceptional items 2,3 254 216
Exceptional items 3 62 27)
Operating profit 316 189
Foreign exchange (losses)/gains 7 @n 35
Exceptional finance costs 8 (36) (67)
Finance costs 8 (63) (82)
Total finance costs (99) (149)
Finance income 8 18 16
Other finance charges — IAS 19 25 (15) (10)
Profit before taxation 199 81
Taxation — UK 9 M =
Taxation — overseas 9 (29) (20)
Profit after taxation — continuing operations 169 61
Profit after taxation - discontinued operations 10 167 148
Profit for the year 336 209
Attributable to:
Equity holders of the parent 334 207
Minority interests 2 2

336 209
Earnings per share
Continuing operations
Earnings per share (basic) 1 21.1p 8.2p
Earnings per share (diluted) 11 20.9p 8.1p
Discontinued operations
Earnings per share (basic) 1 20.9p 20.0p
Earnings per share (diluted) 11 20.6p 19.7p
Total Group
Earnings per share (basic) 11 42.0p 28.2p
Earnings per share (diluted) 11 41.5p 27.8p
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CONSOLIDATED BALANCE SHEET

2008 2007
At 31 March Notes £m £m
ASSETS
Non-current assets
Property, plant and equipment 12 282 314
Intangible assets — goodwill 13 215 206
Intangible assets — other 14 92 90
Deferred income tax assets 15 21 17
Amounts due from contract customers 18 6 8
Other receivables 19 15 39
Other financial assets 16 7 7
Pension asset 25 1 3
639 684

Current assets
Inventories 17 144 229
Amounts due from contract customers 18 152 196
Trade and other receivables 19 648 565
Cash and cash equivalents 20 235 307
Income tax receivable 2 2
Derivative financial instruments 22 1 2

1,182 1,301
Assets held for sale 23 2 3
TOTAL ASSETS 1,823 1,988
LIABILITIES
Non-current liabilities
Borrowings 21 (161) (472)
Provisions 24 (103) (93)
Income tax payable 4) 2)
Deferred income tax liabilities 15 (15) (16)
Amounts due to contract customers 18 (10 37)
Other payables 26 a17) (16)
Pension liabilities 25 (219) (525)

(549) (1,181)
Current liabilities
Trade and other payables 26 (480) (615)
Amounts due to contract customers 18 (240) (223)
Borrowings 21 ) Q)
Derivative financial instruments 22 m m
Income tax payable 47) (34)
Provisions 24 (59) (73)

(828) (947)
TOTAL LIABILITIES (1,377) (2,128)
NET ASSETS/(LIABILITIES) 446 (140)
Capital and reserves
Equity share capital 27,28 80 80
Treasury shares 27,28 @) -
Other reserves 28 4,189 4,158
Retained earnings 28 (3,885) (4,438)
Equity holders of parent 377 (200)
Minority interests 28 69 60
TOTAL EQUITY 446 (140)

These accounts were approved by the directors on 14 May 2008 and are signed on their behalf by:

M Jay U C | Henriksson
Chairman Chief Executive

Chief Financial Officer

Invensys plc Annual report + accounts 2008 65



CONSOLIDATED CASH FLOW STATEMENT'

2008 2007
For the year ended 31 March Notes £m £m
Operating activities
Operating profit:
— Continuing operations 2,3 316 189
— Discontinued operations 10 7 22
Depreciation of property, plant and equipment 47 52
Amortisation of intangible assets — other 19 14
Provision for impairment charged to operating profit 5 2
Gain on sale of assets and operations - (5)
PPP settlement credit to operating profit (95) -
Sale of property, plant and equipment 1 4
Sale of subsidiaries — continuing operations 32 - 6
Sale of associates - 3
Non-cash charge for share-based payment 8 10
Decrease/(increase) in inventories 7 (35)
Increase in receivables (35) (34)
Increase in net amounts due to contract customers 12 56
(Decrease)/increase in payables and provisions 29) 40
Difference between pension contributions paid and amounts recognised in operating profit (102) (10)
Cash generated from operations 161 314
Income taxes paid 37 (23)
Interest paid (55) (92)
Exceptional finance costs (18) (38)
Net cash flows from operating activities 51 161
Investing activities
Interest received 16 18
Purchase of property, plant and equipment 37) (49)
Expenditure on intangible assets — other @n (26)
Purchase of minority interest - 1M
Purchase of subsidiaries (12) -
Sale of financial assets - 10
Sale of subsidiaries 32 295 146
Net cash disposed of on sale of subsidiaries 32 (19) )
Cash flows from investing activities 222 96
Financing activities
Issue of ordinary share capital - 342
Share issue expenses - 19)
Purchase of Invensys plc shares by Employee Share Trust 9 -
Purchase of shares on vested share awards 4) -
Facility fees - 19)
Increase in long-term borrowings - 155
Repayment of short-term borrowings - an
Repayment of long-term borrowings (363) (820)
Capital element of finance lease repayments - )
Dividends paid to minority interests Q) 3
Cash flows from financing activities 377) 377)
Net decrease in cash and cash equivalents (104) (120)
Cash and cash equivalents at beginning of year 307 450
Net foreign exchange difference 32 (23)
Cash and cash equivalents at end of year 20 235 307

! Further information on the Consolidated cash flow statement is set out in Note 31.
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CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE

2008 2007
For the year ended 31 March Notes £m £m
Income and expense recognised directly in equity
Gains on valuation of available-for-sale investments:
— Transferred to income statement for the year - )
Cash flow hedges:
— Gains taken to equity 1 1
— Transferred to income statement for the year ) ()]
Exchange differences on translation of foreign operations 41 (23)
Foreign exchange gain transferred on disposal of operations 10 M 1
Actuarial gain/(loss) recognised on defined benefit pension schemes 25 218 (56)
Net income/(expense) recognised directly in equity 257 (85)
Profit for the year 336 209
Total recognised income for the year 593 124
Attributable to:
Equity holders of the parent 582 126
Minority interests 1" )
593 124

Invensys plc Annual report + accounts 2008 67



ACCOUNTING POLICIES

Statement of compliance

The Group’s Consolidated financial statements have been prepared
in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union (EU) and in accordance
with the Companies Act 1985.

Basis of preparation

The accounting policies which follow set out the policies and
measurement bases that have been applied in preparing the
financial statements for the year ended 31 March 2008. The
Consolidated financial statements are presented in sterling and
all amounts are rounded to the nearest million (£m) unless
otherwise indicated.

The Group’s date of transition to IFRSs was 1 April 2004.

Basis of consolidation

The Consolidated financial statements comprise Invensys plc

and its subsidiaries together with the Group’s share of the results
of its associates for the financial year to 31 March each year.

The financial statements of subsidiaries are prepared for the
same reporting year as the Parent company, using consistent
accounting policies.

All intragroup balances and transactions have been eliminated.

The results of subsidiaries sold or acquired during the year are
consolidated up to, or from, the date control passes.

All business combinations are accounted for using the purchase
method. The cost of the business combination is measured as

the fair value of the assets given, equity instruments issued and
liabilities incurred or assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date, irrespective of the extent of any minority interest.
The excess of the cost of acquisition over the fair value of the
Group’s share of the identifiable net assets acquired is recorded
as goodwill.

In accordance with the exemption permitted by IFRS 1, First-time
Adoption of International Financial Reporting Standards, applied by
the Group on transition to IFRSs, business combinations prior

to IFRS transition have not been restated to comply with IFRS 3,
Business Combinations.

Changes in accounting policies
The accounting policies adopted are consistent with those of the
previous financial year except as follows:

The Group has adopted the following new and amended IFRSs and
International Financial Reporting Interpretations Committee (IFRIC)
interpretations during the year.

IFRS 7  Financial Instruments: Disclosures

IAS 1 Amendment — Presentation of Financial Statements:
Capital Disclosures

IFRIC 8 Scope of IFRS 2

IFRIC9 Reassessment of Embedded Derivatives

IFRIC 10 Interim Financial Reporting and Impairment

IFRIC 11 IFRS 2: Group and Treasury Share Transactions
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The principal effects of these changes are as follows:

IFRS 7 Financial Instruments: Disclosures

IFRS 7 has replaced the disclosure requirements previously
included in IAS 32, Financial Instruments: Disclosure and
Presentation. IFRS 7 requires disclosures that enable users to
evaluate the significance of the Group’s financial instruments and
the nature and extent of risks arising from those financial
instruments. In general, these disclosures are equivalent to those
made previously under IAS 32. The new disclosures are included
throughout the financial statements. The most significant changes
are in Note 19, Trade and other receivables, and Note 22, Financial
risk management and financial instruments.

IAS 1 Amendment - Presentation of Financial Statements:
Capital Disclosures

This amendment requires the Group to make new disclosures to
enable users of the financial statements to evaluate the Group’s
objectives, policies and processes for managing capital. These new
disclosures are shown in Note 22, Financial risk management and
financial instruments.

Other than the changes to disclosures noted above, adoption of
these standards and interpretations has not had any material effect
on the financial statements of the Group.

Exceptional items

Exceptional items are material items of income and expense that
should be separately disclosed to assist in the understanding of the
Group’s financial performance and in making projections of future
results. Such items may be operating or non-operating in nature.
Exceptional items are presented separately on the face of the
income statement and analysed in the Notes to the financial
statements.

Foreign currencies
The presentation currency of the Group and functional currency
of Invensys plc is sterling.

The financial statements for each of the Group’s subsidiaries and
associates are prepared using their functional currency. The
functional currency is the currency of the primary economic
environment in which an entity operates.

Foreign currency transactions
Transactions in foreign currencies are translated at the exchange
rates ruling at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies
are retranslated at the exchange rates ruling at the balance sheet
date. Exchange differences arising are recognised in the income
statement unless:

a) the monetary assets or liabilities to which they relate form the
hedging instrument in a cash-flow hedging relationship that
qualifies for hedge accounting; or

b) the monetary assets or liabilities to which they relate form part
of a net investment in a foreign operation;

in which case they are recognised directly in equity.
Non-monetary items that are measured in terms of historical cost

in a foreign currency are translated using the exchange rate as at
the date of the initial transaction.



Non-monetary assets and liabilities measured at fair value in a
foreign currency are translated at the rates prevailing when the fair
value was determined. Gains and losses arising on retranslation are
included in the income statement for the period, except for
exchange differences arising on non-monetary assets and liabilities
where the changes in fair value are recognised directly in equity.

Financial statements of foreign operations

The trading results of overseas subsidiaries and associates are
translated into sterling at average rates of exchange ruling during
the year. Assets and liabilities of overseas subsidiaries, including
goodwill, are translated into sterling at closing rates of exchange
ruling at the balance sheet date. All resulting exchange differences
are recognised directly in a separate component of equity. On
disposal of a foreign operation, any cumulative exchange
differences held in equity are transferred to the Consolidated
income statement, as part of the profit or loss on sale.

Translation differences that arose before the date of transition
to IFRS are presented in equity but not as a separate component.
Cumulative translation differences on foreign operations were
deemed to be zero at that date. When the foreign operation is
sold, these cumulative exchange differences are not recognised
in the income statement.

Revenue

Composition of revenue

Revenue comprises the invoiced value of goods and services
supplied by the Group excluding intragroup transactions, sales

by associated undertakings and sales taxes. Revenue relating to
construction contracts, including long-term service provision
contracts, represents the value of work performed during the year
determined by reference to the stage of completion of the
contract. Discounts given to customers against list prices, such as
trade or volume discounts, are deducted in arriving at the value of
revenue. Settlement discounts are reported as an expense in the
income statement.

Recognition of revenue and profits

Revenue is recognised to the extent that it is probable that the
economic benefits will flow to the Group and the revenue can be
reliably measured. The specific methods used to recognise the
different forms of revenue earned by the Group are set out below.

Sale of goods

Revenue from the sale of goods is recognised when the significant
risks and rewards of ownership of the goods have passed to the
buyer and the amount of revenue can be reliably measured.

For sales of software solutions, revenue is recognised when a
signed contract exists, delivery to the customer has occurred, no
significant vendor obligations remain and collection of the sales
proceeds is considered probable. A contract to deliver goods,
including software solutions, that requires significant production,
modification, customisation or integration of the goods, is
accounted for in its entirety as a construction contract.

Profit is recognised at the time of sale.

Construction contracts and rendering of services

Revenue from construction contracts, including long-term service
provision contracts, is recognised by reference to the stage of
completion of contract activity at the balance sheet date. This is
normally determined by the proportion that contract costs
incurred to date bear to the estimated total contract costs, except
where this would not be representative of the stage of completion.

If the nature of a particular contract means that costs incurred
do not accurately reflect the progress of contract activity, an
alternative approach is used such as the achievement of
pre-determined contract milestones.

Variations in contract work, claims and incentive payments are
included in revenue from construction contracts when certain
criteria are met. Variations are included when the customer has
agreed to the variation or acknowledged liability for the variation
in principle. Claims are included when negotiations with the
customer have reached an advanced stage such that the customer
is certain to accept the claim. Incentive payments are included
when a contract is sufficiently advanced that it is probable that the
performance standards triggering the incentive will be achieved.

Profit attributable to contract activity is recognised if the final
outcome of such contracts can be reliably assessed. On all
contracts, full provision is made for any losses in the year in which
they are first foreseen.

Revenue from services provided on a short-term or one-off basis is
recognised when the service is complete.

When a transaction combines a supply of goods with the provision
of a significant service, revenue from the provision of the service
is recognised separately from the revenue from the sale of goods
by reference to the stage of completion of the service unless the
service is essential to the functionality of the goods supplied, in
which case the whole transaction is treated as a construction
contract. Revenue from a service that is incidental to the supply
of goods is recognised at the same time as the revenue from the
supply of goods.

Research and development

All research expenditure is expensed as incurred. Development
expenditure is expensed as incurred unless it meets the criteria
for recognition as an intangible asset (see policy on Other
intangible assets).

Pension costs and other post-retirement benefits

For defined benefit plans, the service cost of providing retirement
benefits to employees during the year is charged to operating
profit or loss in the year. The cost of providing benefits under the
defined benefit plans is determined separately for each plan using
the projected unit credit actuarial valuation method. The full cost
of providing amendments to benefits in respect of past service is
also charged to operating profit or loss in the year. The expected
return on the assets of the schemes during the year based on the
market value of scheme assets at the start of the financial year is
included within other finance charges — IAS 19. This also includes
a charge representing the expected increase in liabilities of the
schemes during the year, arising from the liabilities of the scheme
being one year closer to payment. Differences between actual and
expected returns on assets during the year are recognised in the
statement of recognised income and expense in the year, together
with differences from changes in assumptions. The net surplus or
deficit on defined benefit pension schemes is reported on the
balance sheet within the pension asset or liability.

For defined contribution schemes the amount charged to the
income statement in respect of pension costs is the contributions
payable in the year. Differences between contributions payable in
the year and contributions actually paid are shown either as
accruals or prepayments in the balance sheet.
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ACCOUNTING POLICIES (CONTINUED)

Goodwill

On a business combination, the net fair value of the identifiable
assets, liabilities and contingent liabilities is assessed and
adjustments are made to bring the accounting policies of
businesses acquired into alignment with those of the Group. The
excess of the price paid over the Group’s interest in the fair value
of identifiable net assets acquired is included in intangible assets as
goodwill. Any costs of integrating the acquired business are taken
to the income statement.

Goodwill arising on business combinations before 1 April 2004 has
been retained at the previous UK GAAP amount subject to being
tested for impairment at that date. Goodwill written off to reserves
under UK GAAP prior to 1998 has not been reinstated and is not
included in determining any subsequent profit or loss on disposal.

Goodwill is not amortised but is tested for impairment annually, or
more frequently if events or changes in circumstances indicate that
the carrying value may be impaired, and it is subsequently carried
at cost less accumulated impairment losses. The Group’s policy on
testing assets for impairment is set out under ‘Impairment of non-
financial assets’ below.

Gains and losses on the disposal of a business include the carrying
amount of goodwill relating to the business sold.

Internally generated goodwill is not recognised as an asset.

Other intangible assets

Other intangible assets are carried at cost less accumulated
amortisation and accumulated impairment losses. The cost of
intangible assets acquired in a business combination is the fair
value at acquisition date. The cost of separately acquired intangible
assets, including computer software, comprises the purchase price
and any directly attributable costs of preparing the asset for use.
Amortisation begins when an asset is available for use and is
calculated on a straight-line basis to allocate the cost less residual
value of assets over their estimated useful lives using the following
annual rates:

10 to 25%

10 to 25%

Shorter of period

of the agreement or 15 years

Development costs
Computer software costs
Patents, trademarks and licenses

Useful lives are examined on an annual basis and adjustments
where applicable are made on a prospective basis. No intangible
assets other than goodwill are considered to have indefinite
useful lives.

Expenditure incurred on development projects is capitalised as

an intangible asset if it meets the recognition criteria set out in
IAS 38, Intangible Assets. These require it to be probable that the
expenditure will generate future economic benefits and can be
measured reliably. To meet these criteria, it is necessary to be able
to demonstrate, among other things, the technical feasibility of
completing the intangible asset so that it will be available for

use or sale.

Costs incurred in the preliminary stage of a development project
are considered to be research costs, and are recognised in the
income statement as incurred. These costs are incurred to
determine the product concepts and alternatives, evaluate the
alternatives and related risks, assess the technical feasibility of
concepts, make the final selection from the possible alternatives
and prepare the high level design and project planning. The costs
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incurred in the following development stage for substantially
new or improved products are assessed against the IAS 38 criteria
and considered for recognition as an asset when they meet those
criteria. These costs are generally incurred in developing the
detailed product design, software configuration and software
interfaces; the coding of software, building of prototypes and
integration of the software with hardware; and testing and
releasing the product to manufacture and pilot production.

Development expenditure directed towards incremental
improvements in existing products does not qualify for recognition
as an intangible asset.

In general the costs of developing software products that are sold
in packaged form and not integrated and sold with hardware are
not recognised as intangible assets. The uncertainties associated
with the functionality of these products mean that technical
feasibility is achieved only immediately prior to or after field trial
tests at customer sites. As a result minimal or no costs are
considered to meet the IAS 38 criteria for recognition.

An intangible asset acquired in a business combination is
recognised separately from the goodwill arising on the business
combination if the asset’s fair value can be measured reliably,
regardless of whether the asset had been recognised previously
by the acquiree.

Property, plant and equipment

Items of property, plant and equipment are carried at cost less
accumulated depreciation and accumulated impairment losses.
The cost of property, plant and equipment comprises purchase
price and directly attributable costs.

Items of property, plant and equipment are depreciated to their
residual values on a straight-line basis over their estimated useful
lives at the following rates applied to original cost:

Freehold land nil
Freehold buildings 2 to 2.5%
Leasehold properties Over the period of the lease
Plant and equipment 7 to 35%

Useful lives and residual values are examined on an annual basis and
adjustments, where applicable, are made on a prospective basis.

Impairment of non-financial assets

At each reporting date, the Group assesses whether there is any
indication that any non-financial asset (excluding goodwill) may be
impaired. Goodwill is tested for impairment annually whether or not
there is any indication of impairment. Goodwill was also tested for
impairment at the date of transition to IFRS. If there is an indication
of impairment, the Group makes an estimate of the asset’s
recoverable amount. Where the carrying amount of an asset exceeds
its recoverable amount the asset is written down to its recoverable
amount and an impairment loss is recognised in the income
statement.

An asset’s recoverable amount is the higher of its fair value less
costs to sell and its value in use and is determined for an individual
asset. If the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets the
recoverable amount of the cash generating unit to which the asset
belongs is determined.

The calculation of an asset’s value in use uses a discount rate that
reflects the asset specific risks and the time value of money.



Leased assets

Assets held under finance leases are capitalised and included in
property, plant and equipment at fair value or, if lower, the present
value of the minimum lease payments. Capitalised leased assets
are subsequently depreciated over the shorter of the lease term or
the asset’s useful life. Obligations related to finance leases, net

of finance charges in respect of future periods, are included as
appropriate within liabilities. Lease payments are apportioned
between the finance charges and reduction of the lease liability so as
to achieve a constant rate of interest on the remaining balance of
the liability. Finance charges are charged directly against income.

Other leases are classified as operating leases. Lease payments,
including any premium paid at the outset of the lease, made under
operating leases are recognised as an expense over the lease term
on a straight-line basis.

The determination of whether an arrangement is, or contains a

lease is based on the substance of the arrangement at inception date
and an assessment of whether the fulfilment of the arrangement

is dependent on the use of a specific asset or assets or the
arrangement conveys a right to use the asset.

A reassessment is made after inception of the lease only if one
of the following applies:

(@) there is a change in contractual terms, other than a renewal
or extension of the arrangement;

(b) a renewal option is exercised or extension granted, unless the
term of the renewal or extension was initially included in the
lease term;

(c) there is a change in the determination of whether fulfilment
is dependant on a specified asset; or

(d) there is a substantial change to the asset.

Where a reassessment is made, lease accounting commences or
ceases from the date when the change in circumstances gave rise to
the reassessment for scenarios a), ¢) or d) and at the date of renewal
or extension period for scenario b).

Inventories

Inventories are valued at the lower of cost and estimated net
realisable value. Provision is made for obsolete and slow-moving
items. Cost comprises the cost of raw materials, determined on a
first-in, first-out cost basis, and an appropriate proportion of labour
and manufacturing overheads based on normal operating capacity,
to reflect the costs incurred in bringing the product to its present
location and condition.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, call deposits and
other short-term liquid investments with original maturities of three
months or less.

Cash and short-term deposits at the balance sheet date are offset
against bank loans and overdrafts where formal rights of set-off exist
and there is an intention to settle on a net basis.

Taxation

Current tax assets and liabilities for the current and prior periods are
measured at the amount expected to be recovered from or paid to
the taxation authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantively enacted by
the balance sheet date.

Deferred income tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the tax
bases of assets and liabilities and their carrying amounts for financial
reporting purposes. Deferred income tax liabilities are recognised for
all taxable temporary differences:

» except where the deferred income tax liability arises from
the initial recognition of goodwill or the initial recognition
of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

* inrespect of taxable temporary differences associated with
investments in subsidiaries, associates and interests in joint
ventures, except where the timing of the reversal of the
temporary differences can be controlled and it is probable
that the temporary differences will not reverse in the
foreseeable future.

Deferred income tax assets are recognised for all deductible
temporary differences, carry-forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences,
and the carry-forward of unused tax credits and unused tax losses
can be utilised, except:

* where the deferred income tax asset relating to the deductible
temporary difference arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

+ in respect of deductible temporary differences associated with
investments in subsidiaries, associates and interests in joint
ventures, deferred tax assets are recognised only to the extent
that it is probable that the temporary differences will reverse in
the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at
each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax asset to be utilised.
Unrecognised deferred income tax assets are reassessed at each
balance sheet date and are recognised to the extent that it is
probable that sufficient taxable profit will be available to allow all
or part of the deferred income tax asset to be utilised.

Deferred tax is measured at the tax rates that are expected to
apply in the periods in which timing differences reverse, based on
tax rates and laws enacted or substantively enacted at the balance
sheet date.

Income tax on the profit or loss for the year comprises current and
deferred tax. Income tax is recognised in the income statement
except to the extent that it relates to items recognised directly in
equity, in which case it is recognised in equity.

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.
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ACCOUNTING POLICIES (CONTINUED)

Financial instruments

Derivative financial instruments

The Group primarily uses forward foreign currency contracts and
interest rate swaps to manage its exposures to fluctuations in
interest and foreign exchange rates. These instruments are
accounted for as hedges when designated as hedges at the inception
of the contract. The Group does not hold or issue derivative financial
instruments for financial trading purposes.

All derivative financial instruments are recognised at fair value

in the balance sheet. The fair values of forward foreign exchange
contracts and interest rate swaps are calculated by reference

to current forward exchange rates for contracts with similar
maturity profiles.

The designation of derivative financial instruments as hedges is
carried out according to the Group’s risk management policies.
Hedges fall into three categories:

(@) Fair value hedges, which hedge the exposure to changes in the
fair value of a recognised asset or liability;

(b) Cash flow hedges, which hedge exposure to variability in cash
flows that is attributable to either a particular risk associated
with a recognised asset or liability or a highly probable forecast
transaction, or the foreign currency risk of a firm commitment;
and

(c) Net investment hedges, which hedge exposure to changes in the
value of the Group’s net investment in foreign operations due to
foreign currency exposure.

The accounting treatment for these categories is outlined below:

Fair value hedges

When the hedging instrument is remeasured at fair value, any
resulting gain or loss is recognised in the income statement. Any gain
or loss on the hedged item that is attributable to the hedged risk is
adjusted against the carrying amount of the hedged item and
similarly recognised in the income statement.

Cash flow and net investment hedges

The portion of the gain or loss on the hedging instrument that is
determined to be an effective hedge is recognised in equity. Any
ineffective portion of the gain or loss is recognised in the income
statement. When a hedged cash flow related to a hedged item
results in the recognition of a non-financial asset or liability, the
associated gains or losses previously recognised in equity are
included in the initial measurement of the asset or liability. For all
other cash flow hedges, the gains or losses that are recognised in
equity are transferred to the income statement in the same period in
which the hedged item affects the income statement (on disposal of
the hedged investment in the case of a net investment hedge).

Where borrowings are used to hedge the Group’s net investment in
foreign operations, the portion of the gain or loss on the borrowings
that is determined to be an effective hedge, in accordance with IAS
39, is recognised in equity.

Any gains or losses arising from changes in fair value of derivative
financial instruments that do not qualify as hedges are recognised in
the income statement.

Derivative instruments held by the Group’s pension and post-
retirement benefit schemes are accounted for within the schemes
themselves and are reflected in the Group financial statements
within the amounts reported for those schemes.
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Other financial assets

Other financial assets are recognised initially at fair value and
subsequently measured as follows: (a) at fair value for available-for-
sale financial assets. Gains and losses are recognised in equity except
for impairment losses, interest and dividends arising from these
assets which are recognised in the income statement; (b) at fair
value for financial assets at fair value through profit or loss.

Net gains or losses are based on changes in fair value; and (c) at
amortised cost, using the effective interest rate method, for held-to-
maturity financial assets. Changes to the carrying amount of held-to-
maturity financial assets are recognised in the income statement.

Trade and other receivables are measured at amortised cost less
any provision for impairment. Trade and other receivables are
discounted when the time value of money is considered material.
Any change in their value is recognised in the income statement.

Debt instruments
All loans and borrowings are initially recognised at fair value of the
consideration received less directly attributable issue costs.

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost using the effective
interest rate method. This cost is computed as the amount initially
recognised minus principal repayments, plus or minus the
cumulative amortisation of any difference between the initially
recognised amount and the maturity amount. Amortised cost is
calculated by taking into account any issue costs, and any discount
or premium on settlement.

Gains and losses are recognised in the income statement when the
liabilities are derecognised as well as through the amortisation
process.

Financial guarantee contracts

A financial guarantee contract is a contract issued by the Group that
requires the Group to make specified payments to reimburse the
holder of the guarantee for a loss it incurs because a specified
debtor fails to make payment when due in accordance with the
original or modified terms of a debt instrument. In a very limited
number of cases, the Group has issued such contracts to guarantee
certain borrowings by third parties.

Financial guarantee contracts are initially recognised at fair value and
subsequently measured at the higher of (a) the estimated outflow of
resources required to meet any present obligation under the
contract (in accordance with IAS 37, Provisions, Contingent Liabilities
and Contingent Assets), and (b) the amount initially recognised less,
when appropriate, cumulative amortisation recognised in accordance
with IAS 18, Revenue.

Derecognition of financial instruments

A financial instrument is derecognised when the Group no longer
controls the contractual rights that comprise the financial
instrument.

Financial assets

Financial assets are recognised when the Group becomes party to
the contracts that give rise to them and are classified as financial
assets at fair value through profit or loss; loans and receivables; held-
to-maturity investments; or as available for sale financial assets, as
appropriate.

A financial asset (or, where applicable a part of a financial asset or
part of a group of similar financial assets) is derecognised where:



 the rights to receive cash flows from the asset have expired;

+ the Group retains the right to receive cash flows from the asset,
but has assumed an obligation to pay them in full without
material delay to a third party under a ‘pass-through’
arrangement; or

+ the Group has transferred its rights to receive cash flows from
the asset and either (a) has transferred substantially all the risks
and rewards of the asset, or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but
has transferred control of the asset.

Where the Group has transferred its rights to receive cash flows
from an asset and has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred control of the
asset, the asset is recognised to the extent of the Group’s continuing
involvement in the asset. Continuing involvement that takes the
form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to repay.
Where continuing involvement takes the form of a written and/or
purchased option (including a cash-settled option or similar
provision) on the transferred asset, the extent of the Group’s
continuing involvement is the amount of the transferred asset that
the Group may repurchase, except that in the case of a written put
option (including a cash-settled option or similar provision) on an
asset measured at fair value, the extent of the Group’s continuing
involvement is limited to the lower of the fair value of the
transferred asset and the option exercise price.

Financial liabilities
A financial liability is derecognised when the obligation under the
liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and
the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in the income statement.

Impairment of financial assets
At each reporting date, the Group assesses whether a financial asset
or group of financial assets is impaired.

Assets carried at amortised cost

Assets carried at amortised cost, such as loans and receivables, are
impaired if there is objective evidence that an impairment loss has
been incurred. The loss is measured as the difference between the
asset’s carrying amount and the present value of estimated future
cash flows (excluding future expected credit losses that have not
been incurred) discounted at the financial asset’s original effective
interest rate (i.e. the effective interest rate computed at initial
recognition). The carrying amount of the asset is reduced through
use of an allowance account and the amount of the loss is
recognised in the income statement.

The assessment considers whether objective evidence of impairment
exists individually for financial assets that are individually significant,
and individually or collectively for financial assets that are not
individually significant. If it is determined that no objective evidence
of impairment exists for an individually assessed financial asset, the
asset is included in a group of financial assets with similar credit

risk characteristics and that group of financial assets is collectively
assessed for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is recognised are not
included in a collective assessment of impairment.

If the amount of a recognised impairment loss decreases in a
subsequent period, and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed. The reversal is recognised in
the income statement, to the extent that the carrying value of the
asset does not exceed its amortised cost at the reversal date.

For trade receivables, a provision for impairment is made when
there is objective evidence (such as the probability of insolvency or
significant financial difficulties of the debtor) that the Group will
not be able to collect all of the amounts due under the original
terms of the invoice. The carrying amount of the receivable is
reduced through use of an allowance account. Impaired debts are
derecognised when they are assessed as uncollectible.

Available-for-sale financial investments

If an available-for-sale asset is impaired, an amount comprising
the difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss
previously recognised in the income statement, is transferred from
equity to the income statement. Reversals in respect of equity
instruments classified as available for sale are not recognised in
the income statement. Reversals of impairment losses on debt
instruments are reversed through the income statement, if the
increase in fair value of the instrument can be objectively related
to an event occurring after the impairment loss was recognised in
the income statement.

Share-based payment

The Group operates various equity-settled and cash-settled share
schemes. For equity-settled share options, the services received from
employees are measured by reference to the fair value of the share
options. The fair value is calculated at grant date using a valuation
model and recognised in the Consolidated income statement,
together with a corresponding increase in shareholders’ equity, on a
straight-line basis over the vesting period, based on an estimate of
the number of options that will eventually vest. Vesting conditions,
other than market conditions, are not taken into account when
estimating the fair value. Market conditions are those conditions that
are linked to the share price of the Company.

For equity-settled share award schemes, the fair value is calculated
based on the share price at the grant date and, where applicable,
any market vesting conditions, and expensed over the vesting period
based on the number of shares expected to vest. No expense is
recognised for awards that do not ultimately vest, with the exception
of awards where vesting is conditional upon a market condition;
these are treated as vesting irrespective of whether or not the
market condition is satisfied, provided that all other performance
conditions are met.

For cash-settled share awards, the services received from employees
are measured at fair value and recognised in the Consolidated
income statement as an expense over the vesting period with
recognition of a corresponding liability. The fair value of the

liability is remeasured at each reporting date and at the date of
settlement with changes in fair value recognised in the Consolidated
income statement.

In accordance with the exemption permitted by IFRS 1, First-time
Adoption of International Financial Reporting Standards, applied
by the Group on transition to IFRSs, the requirements of IFRS 2,
Share-based Payment, have not been applied to equity instruments
granted on or before 7 November 2002 and those vesting before

1 January 2005.
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ACCOUNTING POLICIES (CONTINUED)

Treasury shares

Own equity instruments which are reacquired (treasury shares)

are deducted from equity. No gain or loss is recognised in profit
or loss on the purchase, sale, issue or cancellation of the Group’s
own equity instruments. Treasury shares are purchased and held
by the Employee Share Trust to meet future distributions of shares
to employees under the Group’s various share option and share
award schemes.

New standards and interpretations not applied
The IASB and IFRIC have issued the following standards and
interpretations with an effective date after the date of these
financial statements:

Effective date — financial periods

International Accounting Standards (IAS/IFRSs) beginning on or after

IFRS 8 Operating Segments 1 January 2009
IAS 23 Borrowing Costs (revised) 1 January 2009
IAS 1 Presentation of Financial 1 January 2009
Statements (revised)
IFRS 3 Business Combinations (revised) 1 July 2009
IAS 27  Consolidated and Separate 1 July 2009
Financial Statements (amended)
IFRS2 Amendment to IFRS 2 Share-based 1 January 2009
Payment — Vesting Conditions
and Cancellations
IAS 32 Amendments to IAS 32 Financial 1 January 2009
& IAS 1 Instruments: Presentation and

IAS 1 Presentation of Financial
Statements — Puttable Financial
Instruments and Obligations Arising
on Liquidation

International Financial Reporting Interpretations
Committee (IFRIC)

Effective date — financial periods
beginning on or after

IFRIC 12 Service Concession Arrangements

IFRIC 13 Customer Loyalty Programmes

IFRIC 14 1AS 19 — The Limit on a Defined Benefit
Asset, Minimum Funding Requirements
and their Interaction

1 January 2008
1 July 2008
1 January 2008

The directors do not anticipate that the adoption of these
standards and interpretations will have a material impact on the
Group financial statements in the period of initial application.

Upon adoption of IFRS 8, the Group will be required to adopt the
‘management approach’ to reporting on the financial performance
of its operating segments, so that the segment information to be
reported would generally be what management uses internally for
evaluating segment performance and deciding how to allocate
resources to operating segments. The Group is still evaluating the
effect of this standard, but considers that its adoption will not have
a significant impact on the segment information reported. There
will be no effect on reported income or net assets.

Critical accounting judgments, estimates and assumptions
In applying the Group’s accounting policies, management is
required to make judgments and assumptions concerning the
future in a number of areas. Actual results may be different

from those estimated using these judgments and assumptions.

The key sources of estimation uncertainty and critical accounting
judgments that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities

within the next financial year are discussed below.
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Impairment of goodwill

The Group determines whether goodwill is impaired at least on

an annual basis. This requires an estimation of the ‘value in use’

of the cash-generating units to which the goodwill is allocated.
Estimating a value in use amount requires management to make

an estimate of the expected future cash flows from the cash-
generating unit and also to choose a suitable discount rate in order
to calculate the present value of those cash flows. The carrying
amount of goodwill at 31 March 2008 was £215 million (2007:
£206 million). Further details are given in Note 13.

Pension and post-retirement benefits

The cost of defined benefit pension plans and other post
employment medical benefits is determined using actuarial
valuations. The actuarial valuation involves making assumptions
about discount rates, expected rates of return on assets, future
salary increases, mortality rates and future pension increases.

Due to the long term nature of these plans, such estimates are
subject to significant uncertainty. The net pension liability at

31 March 2008 is £218 million (2007: £522 million). Further details
are given in Note 25.

Development costs

Development costs are capitalised in accordance with the Group’s
accounting policy for other intangible assets. Determining the
amounts to be capitalised requires management to make
assumptions and estimates regarding the expected future cash
generation of the assets and the expected period of benefits.

At 31 March 2008, the carrying amount of capitalised development
costs was £81 million (2007: £76 million).

Provisions and contingent liabilities

The Group currently recognises provisions for a number of
liabilities including environmental claims and onerous lease
rentals. The amounts recognised for provisions represent the
best estimate of the probable outflow of resources embodying
economic benefits that will be required to settle these liabilities.
No provisions are recognised for contingent liabilities. Contingent
liabilities are possible obligations whose existence will be confirmed
only by uncertain future events, or current obligations that are
not recognised because it is not probable that they will result

in an outflow of resources embodying economic benefits or
because the amount of the obligation cannot be measured with
sufficient reliability.

The determination of whether a liability should be disclosed as a
contingent liability or recognised as a provision requires judgments
to be made on the existence of a present obligation and the
probability of future events. When a provision is required, the
amount recognised is determined using judgments and assumptions,
based on current knowledge, to estimate the amount and timing
of future cash outflows arising from the liabilities. At 31 March
2008, the estimated amount of liabilities requiring provisions

was £162 million (2007: £166 million). Further details are given in
Note 24. Details of the Group’s contingent liabilities are set out

in Note 30.



NOTES TO THE FINANCIAL STATEMENTS

1 General information

The Group financial statements of Invensys plc for the year ended 31 March 2008 were authorised for issue in accordance with a
resolution of the directors on 14 May 2008 and the balance sheet was signed on the Board’s behalf by Martin Jay, Ulf Henriksson and
Steve Hare. Invensys plc is a limited company incorporated and domiciled in England & Wales whose shares are publicly traded.

Invensys Group comprises continuing operations and discontinued operations.

Continuing operations consist of the following businesses: Process Systems, Eurotherm, Rail Group and Controls. The principal activities of
each of the continuing operations businesses are as follows:

* Process Systems — designs, manufactures, installs, tests and commissions software and computer-based hardware for the automation
and regulation of plant operations, the management of certain administrative functions of manufacturing business and simulations

of manufacturing process operations. It delivers solutions and consultancy services that improve the productivity and safety of

customers’ plants.

* Eurotherm — provides control, data and measurement instrumentation products, solutions and services to manage specific parameters
of the manufacturing process, such as temperature and pressure, for the global industrial control and process markets.
+ Rail Group — designs, manufactures, supplies, installs, tests and commissions safety-related rail signalling and control systems and
other rail signalling products for mainline, metro and freight railways.
» Controls — provides engineered components, systems and services used in appliances, heating, air conditioning/cooling, refrigeration
and thermostatic products across a wide range of industries in residential and commercial markets, together with utility monitoring

services in the UK.

Further detail on the activities of each of the above continuing operations are given in the Business review. This is the basis on which the
Group is managed. Discontinued operations are explained in Note 10.

2 Segmental analysis

Total Inter-company' External Total Inter-company' External
revenue revenue revenue revenue revenue revenue
2008 2008 2008 2007 2007 2007
Revenue £m £m £m £m £m £m
Business
Process Systems 835 5 830 784 5 779
Eurotherm 116 1 115 110 1 109
Rail Group 548 9 539 462 13 449
Controls 624 - 624 662 - 662
Eliminations (5) 5) - (5) (5) =
Continuing operations 2,118 10 2,108 2,013 14 1,999
APV 311 3 308 424 3 421
Controls — Reversing Valves, Safety and IBS 49 12 37 120 21 99
Rail Group — Burco 67 3 64 71 4 67
Discontinued operations 427 18 409 615 28 587
Eliminations (28) (28) - (42) (42) =
Total Group 2,517 - 2,517 2,586 - 2,586

' Inter-company revenue is invoiced at prevailing market prices.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Segmental analysis (continued)

Operating Operating Operating Operating

profit/(loss)’ profit/(loss)’ profit/(loss) profit/(loss)

2008 2007 2008 2007

Result £m £m £m £m

Business

Process Systems 17 104 113 104
Eurotherm 9 13 8 13
Rail Group 93 77 187 77
Controls 69 59 49 53
Corporate (34 37 41 (58)
Continuing operations 254 216 316 189
Foreign exchange (losses)/gains @n 35
Exceptional finance costs (36) 67)
Finance costs (63) (82)
Finance income 18 16
Other finance charges — IAS 19 (15) (10)
Taxation (30) (20)
Profit after taxation — continuing operations 169 61
APV 9 16 2 9
Controls — Reversing Valves, Safety and IBS 3 10 3 10
Rail Group — Burco 2 3 2 3
Corporate — profit on disposal of business - 170 120
Taxation - - (10) 6
Discontinued operations 14 29 167 148
Total Group 268 245 336 209
Total Total Total Total Net assets/ Net assets/

assets assets liabilities liabilities (liabilities) (liabilities)

2008 2007 2008 2007 2008 2007

Assets and liabilities £m £m £m £m £m £m

Business

Process Systems 550 508 (269) (260) 281 248
Eurotherm 164 150 (25) 24 139 126
Rail Group 417 280 (312) 277) 105 3
Controls 405 393 (135) (126) 270 267
Corporate 28 43 (169) (181) (141) (138)
Continuing operations 1,564 1,374 910) (868) 654 506
APV 224 71) 53
Controls — Reversing Valves and Safety 40 12) 28
Rail Group — Burco 21 @) 14
Discontinued operations 285 (190) 95
Cash and cash equivalents 235 307 - - 235 307
Borrowings - - (162) (473) (162) (473)
Pension assets/(liabilities) 1 3 (219) (525) (218) (522)
Current tax assets/(liabilities) 2 2 7n (56) (69) (54)
Deferred income tax assets/(liabilities) 21 17 (15) (16) 6 1
Total assets/(liabilities) 1,823 1,988 (1,377) (2,128) 446 (140)

' Before exceptional items.
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Capex: Capex:
Capex: Capex: intangibles intangibles
PPE PPE — other — other Depreciation Depreciation Amortisation Amortisation
2008 2007 2008 2007 2008 2007 2008 2007
Other information £m £m £m £m £m £m £m £m
Business
Process Systems 1 9 6 13 12 12 8 4
Eurotherm 2 2 - - 2 2 - -
Rail Group 6 6 1 11 5 4 1 9
Controls 16 23 1 1 25 27 - -
Corporate - 2 - - 1 1 - -
Continuing operations 35 42 18 25 45 46 19 13
APV 3 7 3 1 2 6 - 1
Discontinued operations 3 7 3 1 2 6 - 1
Total Group 38 49 21 26 47 52 19 14
Gain/(loss) Gain/(loss)
Impairment: Impairment: on sale of on sale of Other Other
PPE/ PPE/ assets and assets and exceptional exceptional
Restructuring Restructuring intangibles intangibles operations operations items’ items
2008 2007 2008 2007 2008 2007
Other information £m £m £m £m £m £m £m £m
Business
Process Systems 4) ) - - - - - 1
Eurotherm - - mMm - - - - -
Rail Group - - ™M - - - 95 -
Controls (16) an 3) ) m 2 - 5
Corporate @) (M) - - - - - (20)
Continuing operations 27) 13) 5) Q) 1M 2 95 (14)
APV @) (10) - - - 3 - -
Discontinued operations @) (10) - - - 3 - -
Total Group (34) 23) (5) ) (1) 5 95 (14)
External External Operating Operating Operating Operating
revenue revenue profit/(loss)* profit/(loss)* profit/(loss) profit/(loss)
2008 2007 2008 2007 2008 2007
Revenue and result £m £m £m £m £m £m
Geographical analysis by origin
United Kingdom 402 340 57 55 151 55
Rest of Europe 568 534 75 57 60 47
North America 704 741 109 97 100 99
South America 103 96 13 12 13 12
Asia Pacific 283 239 33 27 32 29
Africa and Middle East 48 49 1 5 1 5
Corporate - - (34) 37) 41 (58)
Continuing operations 2,108 1,999 254 216 316 189
Foreign exchange (losses)/gains (VA))] 35
Exceptional finance costs (36) (67)
Finance costs (63) 82)
Finance income 18 16
Other finance charges — IAS 19 (15) (10)
Taxation 30) (20)
Profit after taxation — continuing operations 169 61

' Other exceptional items comprise the £95 million PPP settlement credit.

? Before exceptional items.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2 Segmental analysis (continued)

Continuing operations Discontinued operations Total Group
External External External External External External
revenue revenue revenue revenue revenue revenue
2008 2007 2008 2007 2008 2007
Revenue £m £m £m £m £m £m
Geographical analysis by destination
United Kingdom 365 314 15 18 380 332
Rest of Europe 590 548 130 187 720 735
North America 644 685 141 205 785 890
South America 111 102 13 14 124 116
Asia Pacific 305 253 80 124 385 377
Africa and Middle East 93 97 30 39 123 136
Continuing operations 2,108 1,999 409 587 2,517 2,586
Total Total Total Total Net assets/ Net assets/
assets assets liabilities liabilities (liabilities) (liabilities)
2008 2007 2008 2007 2008 2007
Assets and liabilities £m £m £m £m £m £m
Geographical analysis by origin
United Kingdom 453 325 (182) (185) 271 140
Rest of Europe 405 378 (253) (228) 152 150
North America 418 405 a77 (166) 241 239
South America 61 56 (15) (19) 46 37
Asia Pacific 172 148 (100) (82) 72 66
Africa and Middle East 27 19 14) @) 13 12
Corporate 28 43 (169) (181) (141) (138)
Continuing operations 1,564 1,374 910) (868) 654 506
United Kingdom 5 (10) (5)
Rest of Europe 121 (107) 14
North America 76 @31) 45
South America 8 (0)) 6
Asia Pacific 66 (30) 36
Africa and Middle East 9 (10) 1)
Discontinued operations 285 (190) 95
Cash and cash equivalents 235 307 - - 235 307
Borrowings - = (162) (473) (162) (473)
Pension assets/(liabilities) 1 3 219) (525) (218) (522)
Current tax assets/(liabilities) 2 2 @m0 (56) (69) (54)
Deferred income tax assets/(liabilities) 21 17 (15) (16) 6 1
Total assets/(liabilities) 1,823 1,988 1,377) (2,128) 446 (140)
Capex: Capex:
Capex: Capex: intangibles intangibles
PPE PPE — other — other
2008 2007 2008 2007
Other information £m £m £m £m
Geographical analysis by origin
United Kingdom 6 6 6 6
Rest of Europe 6 8 4 4
North America 15 18 8 15
South America 4 2 -
Asia Pacific 3 6 - -
Africa and Middle East 1 - - -
Corporate - 2 - -
Continuing operations 35 42 18 25
United Kingdom - - 3 1
Rest of Europe 2 4 - -
North America 1 2 - -
South America - - - -
Asia Pacific - 1 - -
Africa and Middle East - - - -
Discontinued operations 3 3 1

78 Invensys plc Annual report + accounts 2008



3 Operating profit and analysis of revenue

2008 2007
Notes £m £m
Revenue 2,108 1,999
Cost of sales (1,480) (1,402)
Gross profit 628 597
Distribution costs (13) (10)
Administrative costs (361) 371)
Operating profit before exceptional items 254 216
Restructuring costs 2 27) 13)
Impairment: property, plant and equipment 2 (4) )
Impairment: intangible assets — other 2 m -
(Loss)/gain on sale of assets and operations 2 m 2
Other exceptional items 2 - 14)
PPP settlement credit’ 2 95 -
Exceptional items 62 27)
Operating profit 316 189
2008 2007
£m £m

Analysis of revenue
Sale of goods — products 1,008 979
Sale of goods — solutions 807 702
Rendering of services 293 318
Revenue 2,108 1,999
Finance income 18 16
Total revenue 2,126 2,015

' The PPP settlement credit relates to a series of agreements on 31 March 2008 as part of the arrangements being put in place following Metronet entering into administration.
The rescoping of work by London Underground Limited resulted in a cash payment from Bombardier to Invensys of £95 million on 2 April 2008 and a reduction of £545 million in

the Rail Group order book.

The disclosures related to discontinued operations are set out in Note 10.

4 Group operating profit

Total Group' operating profit has been arrived at after charging the following:

2008 2007

Notes £m £m

Depreciation of property, plant and equipment 12 47 52
Amortisation of intangible assets — other? 14 19 14
Impairment of property, plant and equipment 12 4 2
Impairment of intangible assets 14 1 -
Total depreciation, amortisation and impairment expense 71 68
Operating lease payments 30 30 38
Auditors’ remuneration 5 5 8
Employee benefits expense 6 737 793
Research and development’ 86 73

' Continuing and discontinued operations.

2 Of which £16 million (2007: £13 million) is recorded within cost of sales, and £3 million (2007: £1 million) is included within administrative costs.
® Total research and development expenditure incurred after adding back amounts capitalised as intangible assets is £100 million (2007: £89 million).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5 Auditors’ remuneration (total Group)

The Group has recognised the following amounts payable to its auditors in respect of the audit of the financial statements and fees for

other services provided to the Group.

2008 2007
£m £m
Audit of the financial statements 1 1
Other fees to auditors:
— local statutory audits for subsidiaries 2 3
— other audit related services 1 1
— taxation advisory services 1 1
— provision of services relating to Group financing and working capital reporting - 2
5 8
6 Staff numbers and employee benefits expense (total Group)
The average number of people employed by the Group (including directors) during the year was as follows:
2008 2007
Production 19,361 20,931
Marketing and distribution 2,942 3,232
Finance and administration 1,886 1,947
Technical 1,813 1,683
26,002 27,793
The aggregate payroll costs of these people were as follows:
2008 2007
Note £m £m
Wages and salaries 599 628
Social security costs 68 82
Pension and post-retirement costs 25 38 40
Share-based payment expense 29 10 12
Other payroll costs 22 31
737 793

7 Foreign exchange (losses)/gains

Foreign exchange losses in the year of £21 million (2007: £35 million gains) relate to exchange differences arising on the translation of
unhedged foreign currency monetary items used in the financing of the Group and its subsidiaries. These are principally attributable
to exchange differences on the Group’s non-sterling denominated currency borrowings, held in companies whose functional currency

is sterling. Of the exchange losses, £19 million arose on net external euro borrowings.

These foreign currency borrowings were held as an economic hedge by reference to the Group’s underlying cash generation by currency.
However, they are not accounted for as net investment hedges under IAS 39 and consequently exchange differences arising on these

borrowings are recorded in the income statement.
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8 Total finance costs and finance income

2008 2007

Note £m £m

Interest payable on bank loans and overdrafts 12) 14)
Interest payable on other loans (33) (48)
Bonding costs @ ()
Amortisation of refinancing costs (6) @)
Unwind of discount of provisions 24 ) -
Net loss on financial assets held for trading ) -
Other (2) )
Finance costs (63) (82)
Bank interest receivable 18 16
Finance income 18 16
Net finance costs (45) (66)

£13 million gains (2007: £2 million gains) on derivative instruments are reported within foreign exchange gains and losses in the income

statement.

In addition to the above, £36 million of exceptional finance costs have been charged to the income statement. This comprises a £18 million

redemption premium on the remaining High Yield Bonds and £18 million write-off of facility fees in relation to the High Yield Bonds

and existing financing facilities (2007: £67 million associated with the 2006 Refinancing and subsequent partial redemption for the High

Yield Bonds).

Invensys plc Annual report + accounts 2008 81
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9 Taxation
The major components of income tax expense within the Consolidated income statement are:

2008 2007
Note £m £m
UK corporation tax
— Current income tax charge 17 4
— Double taxation relief (12) 4
— Adjustments in respect of prior years (&) -
1 —
Foreign tax
— Current income tax charge 33 28
— Adjustments in respect of prior years 1 2
34 30
Total current tax — continuing operations 35 30
Deferred income tax
— Origination and reversal of temporary differences @ ©9)
— Changes in tax rates and laws 2 ™M
Total deferred income tax — continuing operations 5) (10)
Taxation — continuing operations 30 20
Taxation — discontinued operations 10 10 (6)
Total income tax expense 40 14

The recognition of the PPP settlement credit gave rise to taxable profits which generated an exceptional tax charge of £5 million (2007:
credit of £6 million relating to the exceptional charge of £20 million for the augmentation of members’ benefits in the Australian
Superannuation Fund).

Continuing Discontinued Total Continuing Discontinued Total
2008 2008 2008 2007 2007 2007
£m £m £m £m £m £m

Analysed as:
— Taxation — UK 1 - 1 - ) )
— Taxation — overseas 29 10 39 20 4@ 16
30 10 40 20 (6) 14

The total income tax expense for the year is reconciled to the accounting profit as follows:

2008 2007
£m £m

Profit before tax:
— Continuing operations 199 99
— Discontinued operations 177 124
376 223
Tax at the domestic income tax rate of 30% (2007: 30%) 113 67
Adjustments in respect of prior years ©9) @)
Net taxable profit on sale of business (51) (36)
Current year losses and other temporary differences not recognised @ 1M
Tax effect of expenses that are not deductible in determining taxable profit 4 9
Tax effect of utilisation of tax losses (23) (15)
Recognition of losses in current period ) an
Effect of different tax rates of subsidiaries operating in other jurisdictions 5 8
Tax relating to the disposal of APV 9 -
Total income tax expense 40 14
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10 Discontinued operations
Discontinued operations comprise the APV, Safety, Reversing Valves and Burco businesses in 2007/08, the disposals of which were
completed during the year. In addition, the prior year includes IBS (Invensys Building Systems business in the US and Asia Pacific).

Profit for the year from discontinued operations

2008 2007
Note £m £m

Revenue 409 587
Operating expenses before exceptional items (395) (558)
Operating profit before exceptional items 14 29
Exceptional items' 2 ) )
Operating profit 7 22
Profit on assets divested 177 126
Charge of associated goodwill 3) @)
Foreign exchange gain transferred on disposal of operations 1 1
Profit on sale of business 2 170 120
Profit before taxation — discontinued operations 177 142
Current income tax:
— related to pre-tax profit 3) 3)
— on gain on sale of operations ) -
— adjustments in respect of prior years 2 9
Profit after taxation — discontinued operations 167 148
Net cash flows from discontinued operations

2008 2007

£m £m

Operating (13) 36
Investing 279 145
Net cash inflow 266 181

! Exceptional items comprise restructuring costs of £7 million (2007: £10 million). The prior year also includes £3 million gain on the sale of assets.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

11 Earnings per share

2008 2007
Earnings per share (pence)
Continuing operations
Basic 21.1p 8.2p
Diluted 20.9p 8.1p
Before exceptional finance costs, foreign exchange gains and losses and PPP settlement credit
Basic 17.0p 12.6p'
Diluted 16.8p 12.3p
Discontinued operations
Basic 20.9p 20.0p
Diluted 20.6p 19.7p
Total Group
Basic 42.0p 28.2p
Diluted 41.5p 27.8p
Weighted average number of shares (million)
Basic 795 733
Effect of dilution — share options 10 12
Diluted 805 745
Earnings (£Em)
Continuing operations
Basic 168 60
Before exceptional finance costs, foreign exchange gains and losses and PPP settlement credit
— Operating profit 316 189
— PPP settlement credit (95) -
— Finance costs (63) (82)
— Finance income 18 16
— Other finance charges — IAS 19 (15) 10)
— Operating profit less net finance costs 161 113
— Taxation on operating profit less net finance costs (25) (20)
— Minority interests m M
135 92
Discontinued operations
Basic 166 147
Total Group
Basic 334 207

' For purposes of the 2007/08 LTIP award, the base measurement remains at 14.5p as originally calculated. The disclosure of 12.6p is after restatement for discontinued operations.

The basic earnings per share for the year has been calculated using 795 million shares (2007: 733 million), being the weighted average
number of shares in issue during the year, excluding those held as Treasury shares which are treated as cancelled, and the profit after
taxation and minority interests for continuing operations, discontinued operations and total Group as shown above.

An additional earnings per share calculation for continuing operations has been included since the directors consider that this gives
useful additional indications of underlying performance. This is based on earnings before exceptional finance costs, foreign exchange
gains and losses and PPP settlement credit with an underlying tax charge of £25 million (2007: £20 million).

The diluted earnings per share has been calculated in accordance with IAS 33, Earnings per Share without reference to adjustments in

respect of certain share options which are considered to be anti-dilutive.

There have been no significant transactions involving ordinary shares or potential ordinary shares between the reporting date and the

date of completion of these financial statements.
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12 Property, plant and equipment

Land and Plant and

buildings equipment Total
£m £m £m

Cost
At 1 April 2006 209 732 941
Additions 5 44 49
Disposal of subsidiaries (1) (3) @)
Disposals Q) (34) (35)
Exchange adjustments (6) (50) (56)
Classified as held for sale (5) - (5)
At 31 March 2007 201 689 890
Additions 5 33 38
Disposal of subsidiaries’ (25) 97) (122)
Disposals - (35) (35)
Exchange adjustments 18 30 48
Classified as held for sale (3) - (3)
At 31 March 2008 196 620 816
Accumulated depreciation and impairment losses
At 1 April 2006 70 523 593
Charge for the year 6 46 52
Provision for impairment - 2 2
Disposal of subsidiaries - ) )
Disposals () (33) (34)
Exchange adjustments ) (33) (35)
At 31 March 2007 73 503 576
Charge for the year 5 42 47
Provision for impairment 1 3 4
Disposal of subsidiaries' 12) (73) (85)
Disposals - (33) (33)
Exchange adjustments 6 22 28
Classified as held for sale 3) - 3)
At 31 March 2008 70 464 534
Net book value
At 31 March 2007 128 186 314
At 31 March 2008 126 156 282
Amounts included in respect of assets held under finance leases are:

Land and Plant and

buildings equipment Total

£m £m £m

Net book value
At 31 March 2007 6 - 6
At 31 March 2008 - 1 1

" Included in disposal of subsidiaries are assets with a net book value of £33 million classified as held for sale in the half-yearly financial statements.
There was £nil (2007: £nil) depreciation charged in the year in respect of assets held under finance leases.

Leased assets are pledged as security for the related finance lease. The title to plant and machinery with a carrying amount of £1 million
(2007: £6 million land and buildings) has been pledged as security for liabilities.

Included in plant and equipment at 31 March 2008 was an amount of £9 million (2007: £14 million) relating to expenditure for plant and
equipment in the course of construction.

Impairment losses of £4 million comprise £3 million for the write-down of assets in relation to the closure of manufacturing plants within
the Controls business and £1 million of property impairments within the Eurotherm business (2007: £2 million represent the write-down
of assets in relation to the closure of a Controls manufacturing plant within Europe following the transfer of production from this site).

The recoverable amounts of these assets were estimated based on their fair value less costs to sell. Fair values were determined based on
an assessment of the current market values of the assets and past experience of sales of similar assets.
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13 Intangible assets — goodwill

£m
Cost
At 1 April 2006 368
Disposals ()]
Additions 1
Exchange adjustments 2)
At 31 March 2007 343
Additions 9
Disposal of subsidiaries’ (10
Exchange adjustments "
At 31 March 2008 353
Accumulated impairment losses
At 1 April 2006 146
Disposals Q)
Exchange adjustments ®)
At 31 March 2007 137
Disposal of subsidiaries' )
Exchange adjustments 3
At 31 March 2008 138
Net book value
At 31 March 2007 206
At 31 March 2008 215

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units (CGUs) that are expected to benefit

from that business combination. An analysis of the carrying amount of goodwill by primary business segment is set out below. Certain

business segments comprise a number of CGUs.

2008 2007

£m £m

Process Systems 69 58
Eurotherm 112 105
Controls 34 35
Continuing operations 215 198
APV 4
Controls — Reversing Valves 3
Rail Group — Burco 1
Discontinued operations 8
215 206

"Included in disposal of subsidiaries are assets with a net book value of £7 million classified as held for sale in the half-yearly financial statements.
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Annual impairment test

The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be impaired. The

recoverable amounts of each of the CGUs are determined from ‘value in use’ calculations using cash flow projections over a five year

period.
The key assumptions for the ‘value in use’ calculations are:

* revenue volumes;

* revenue prices;

» operating costs;

» growth rate assumptions for years four and five of the cash flow projections;
» growth in perpetuity applied to calculate the terminal value; and

+ discount rate.

Expected revenue volumes, revenue prices and operating costs are based on past experience and expected future developments
in markets and operations and are the same assumptions used in the most recent financial annual operating plans approved by

management. These projections cover the first three years of the cash flow projections.

Cash flows for years four and five are projected at a growth rate appropriate for the relevant CGU. These growth rates take into

consideration forecast GDP growth rates for the countries of operation, expected market growth rates for those regions and the levels
of growth achieved historically by the CGU and forecast in the periods covered by the annual operating plan. Lower growth rates are
applied in perpetuity to calculate the terminal value for each CGU. These rates do not exceed the average long-term growth rate for the
relevant markets. The discount rate applied to each CGU is a pre-tax rate based on the Group’s weighted average cost of capital adjusted
to reflect management’s estimate of the specific risk profile associated with the cash flow projections for the CGU. These discount rates

and growth rates by CGU are as follows:

Discount Growth Discount Growth
rate rate' rate rate'
2008 2008 2007 2007
% % % %

Process Systems
— IPS? 11.73 3.6 13.70 3.6
— Wonderware 11.73 3.2 13.70 3.1
Eurotherm 12.09 29 14.95 2.8

Controls

— Appliance and Climate Controls 10.97 1.5 11.54 2.0
— IMServ 10.97 1.5 12.55 1.5

' In perpetuity.
2 CGUs in IPS have been revised to reflect changes in the organisation and reporting structure since April 2007.

In all cases the recoverable amounts of these CGUs were in excess of their carrying values and no impairment arose in the year (2007: £nil).

Sensitivity to changes in assumptions

With respect to the assessment of ‘value in use’ of all CGUs management believes that no reasonable possible change in any of the above

key assumptions would cause the carrying value of those CGUs to exceed its recoverable amount.
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14 Intangible assets — other

Computer Patents,
Development software trademarks
costs costs and licences Total

Note £m £m £m £m
Cost
At 1 April 2006 99 33 4 136
Additions 16 10 - 26
Disposals = () (3) 4)
Exchange adjustments (3) (4) - )
At 31 March 2007 112 38 1 151
Additions 14 7 - 21
Additions — acquired through business combinations 32 3 - - 3
Disposals ) - - @)
Disposal of subsidiaries’ - (15) M (16)
Exchange adjustments 4 - - 4
At 31 March 2008 131 30 - 161
Accumulated amortisation
At 1 April 2006 25 27 3 55
Charge for the year 12 2 - 14
Disposals - (1) (3) @)
Exchange adjustments (1) (3) = 4)
At 31 March 2007 36 25 - 61
Charge for the year 15 4 - 19
Impairment losses for the year? 1 - - 1
Disposals @) - - )}
Disposal of subsidiaries' - an - an
Exchange adjustments - 1 - 1
At 31 March 2008 50 19 - 69
Net book value
At 31 March 2007 76 13 1 90
At 31 March 2008 81 1" - 92

"Included in disposal of subsidiaries are assets with a net book value of £4 million classified as held for sale in the half-yearly financial statements.
? Impairment losses of £1 million (2007: £nil) relate to the write-down of specific development assets in the Rail Group. The technology represented by these assets is no longer
expected to be used as intended following the PPP settlement and its recoverable amount has been reassessed accordingly.
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15 Deferred income tax assets and liabilities
The following are the major deferred tax assets and liabilities recognised by the Group and movements thereon:

Pension
and other
Property, Investments retirement
Intangible plant and in Tax benefit
assets  equipment  Inventories  subsidiaries losses  obligations Other Total
£m £m £m £m £m £m £m £m
Deferred income tax assets
At 1 April 2006 5) ©9) - - 17 - 5 8
Credit to income statement - - - - 1 2 8 21
Transfers 4 4 (7) - 9 3) (D) (12)
At 31 March 2007 M 13) @) - 37 1) 2 17
Credit/(charge) to income statement - 3 4 - 6) 1 1 3
Transfers - 1 1 - m - - 1
At 31 March 2008 ) 9) Q) - 30 - 3 21
Deferred income tax liabilities
At 1 April 2006 22) 33) ) 4) 5 10 29 a7
Charge to income statement - - - 1 (5) - (5) a1
Transfers 15 27 2 - 5 (10) 27) 12
At 31 March 2007 (7) (6) = (5) 5 = (3) (16)
Credit/(charge) to income statement 1 - - - 3) - 4 2
Transfers - m - - 1 - ) M
At 31 March 2008 (6) @ - (5) 3 - - (15)

The Group has unrecognised income tax losses of £1,081 million with a tax value of £339 million (2007: £1,075 million with a tax value of
£345 million) available for offset against future profits. Included in unrecognised tax losses are losses of £40 million (2007: £43 million)
that will expire within four years.

A deferred tax asset has not been recognised on temporary differences of £306 million with a tax value of £105 million (2007: £525 million
with a tax value of £173 million) in respect of pension and other retirement benefit obligations and other deductible temporary differences.

The above tax values include the impact of changes in tax rates in various territories.

The Group has unrecognised capital losses of £1,966 million (2007: £2,144 million) that are only available for offset against future capital
gains. Included in capital losses are losses of £1,401 million (2007: £1,384 million) that will expire within four years. Other capital losses may
be carried forward indefinitely.

The temporary differences associated with investments in subsidiaries and associates and joint ventures, for which a deferred tax liability
has not been recognised aggregate to £998 million (2007: £830 million). No liability has been recognised in respect of these differences
because the Group is in a position to control the timing of the reversal of the temporary differences and it is probable that such
differences will not reverse in the foreseeable future.

16 Other financial assets

2008 2007

£m £m

Available-for-sale investments 1 1
Financial assets at fair value through profit or loss: held for trading 6 6
7 7

Available-for-sale investments
Available-for-sale financial assets consist of investments in listed ordinary shares and therefore have no fixed maturity date or coupon rate.

Financial assets at fair value through profit or loss

The investments included above represent investments in unlisted securities that offer the Group the opportunity for return through fair
value gains. The securities have final maturity dates between 2010 and 2020, but will be redeemed earlier should the Nikkei Index achieve
specified target levels. Market values have been determined by external security dealers using pricing models, based on various financial
factors including bond prices, foreign exchange rates, interest rates and the Nikkei Index prices. The total amount of the change in fair
value estimated using a valuation technique that was recognised in the income statement during the year was £1 million (2007: £nil).
These assets are classified as held for trading.

Details of the Group’s principal subsidiary undertakings are included in the listing of Principal subsidiaries on page 139.

Invensys plc Annual report + accounts 2008 89
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17 Inventories

2008 2007

£m £m
Raw materials and consumables 81 105
Work in progress 23 47
Finished goods 40 77
144 229
Cost of inventories recognised as an expense
2008 2007
£m £m
Cost of inventories recognised as an expense 1,364 1,358
Including:
— Write-down of inventories to net realisable value 4 9
— Reversals of impairments in inventories - 1
18 Amounts due from/(to) contract customers
2008 2007
£m £m
Amounts due from contract customers:
Amounts expected to be recovered within 12 months 152 196
Amounts expected to be recovered after more than 12 months 6 8
158 204
Amounts due to contract customers:
Amounts expected to be settled within 12 months (240) (223)
Amounts expected to be settled after more than 12 months (10) 37)
(250) (260)
Net amount due to contract customers 92) (56)
Analysed as:
Contract costs incurred plus recognised profits less recognised losses to date 1,865 2,081
Less: progress billings (1,957) 2,137)
Contracts in progress at balance sheet date 92) (56)
Revenue from construction contracts 1,070 982

At 31 March 2008, retentions held by customers for contract work amounted to £46 million (2007: £34 million) and advances received
from customers for contract work amounted to £13 million (2007: £17 million).

The directors consider that the carrying amount of amounts due from/(to) contract customers is a reasonable approximation of their
fair value.
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19 Trade and other receivables

2008

2007

Note £m £m
Non-current
Prepayments and accrued income - 9
Other receivables 15 30
15 39
Current
Trade receivables 421 456
Prepayments and accrued income 138 39
Other receivables 89 70
648 565
Total trade and other receivables 663 604
Classification to financial assets
Financial assets: loans and receivables 22i 501 519
Non-financial assets 162 85
663 604

Trade receivables are recorded net of an allowance for estimated irrecoverable amounts from the sale of goods. The average credit
period taken on sales of goods is 59 days.

The allowance that has been made for estimated irrecoverable amounts from the sale of goods is £9 million (2007: £13 million).

This allowance has been determined by reference to past default experience. The impairment gain recognised in the year as a result of

irrecoverable receivables balances is £1 million (2007: £3 million loss).

Trade and other receivables are predominantly non-interest bearing. Other receivables include amounts owed by associated

undertakings, interest receivable, refundable deposits, refunds due in respect of VAT, sales and payroll taxes, commissions earned

and insurance recoveries.

Movements in the provision for impairment of receivables were as follows:

2008 2007
£m £m
At 1 April 13 15
Disposal of subsidiaries () @
Increase in provisions 2 5
Decrease in provisions 3) )
Utilisation of provisions m ()
At 31 March 9 13
As at 31 March, the analysis of trade receivables that were past due but not impaired is as follows:
2008 2007
£m £m
Neither past due nor impaired 337 378
Past due but not impaired — past due by:
— 1 to 30 days 44 40
— 31 to 60 days 15 15
- 61 to 90 days 9 7
—91 to 120 days 6 5
— 121 days and over 10 11
421 456

Generally the Group does not hold any collateral as security against trade receivables that are impaired or past due but not impaired. The
Group performs credit verification procedures on all customers. Receivable balances are monitored on an ongoing basis.

The directors consider that the carrying amount of current and non-current trade and other receivables approximates to their fair value.
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20 Cash and cash equivalents

2008 2007

£m £m

Cash at bank and in hand 133 163
Short-term deposits 102 144
235 307

Cash and cash equivalents attract interest based on relevant national LIBID equivalents. Short-term deposits have an average maturity of
2 days (2007: 14 days). The fair value of cash and cash equivalents is not materially different from their book value.

Restricted cash and short-term deposits

As a global Group, Invensys has operations in a number of territories (such as China, Brazil and Russia) which place restrictions on the
ability of subsidiaries to lend money to other Group entities outside those territories. However, distributions to the Group are permitted
from audited reserves.

For information on the exposure of the Group’s cash and cash equivalents balances to credit risk refer to Note 22.

21 Borrowings
(i) Bank and other loans falling due within and after more than one year

2008 2007
£m £m

On demand or within one year 1 1
Repayable over one but not more than two years 6 -
Repayable over two but not more than five years 155 472
Total bank and other loans 162 473
Less: amounts due for settlement within 12 months (current liabilities) m m
Amounts due for settlement after 12 months (non-current liabilities) 161 472

As at 31 March 2007 certain loans totalling £144 million, and classified as repayable in over two but not more than five years, were drawn
from committed credit facilities as at 31 March 2007. These loans, which totalled £155 million at 31 March 2008, were repaid on
7 May 2008.

(ii) Loan repayment dates, interest rates and principal terms

Committed
facilities
2008 Interest 2008 2007
Notes Maturity £m rate £m £m
Bank loans
Bonding facilities 1,2 Dec 2010 395 LIBOR + 2.0%—2.125% - -
Revolving credit facility 1,2 Dec 2010 130 LIBOR + 1.5% - -
US$190 million A Term 1,23 Jan 2011 95 LIBOR + 2.0% 95 94
EUR 75 million B Term 1,23 Jan 2011 60 LIBOR + 2.375% 60 50
680 155 144
Other loans and borrowings
US$ Bonds 2011 4 - - 9.875% - 87
EUR Bonds 2011 4 - - 9.875% - 234
US$ Bonds 2010 5 Jan 2010 6 6.50% 6 6
Finance leases 1 Various 1 Various 1 1
Other - various currencies Various - Various - 1
7 7 329
687 162 473

Notes

1. These loans and borrowings are secured by fixed and floating charges over certain Group companies’ assets. £1 million (2007: £1 million) of such loans are classified as

current liabilities.

2. The borrowers have the right to prepay these facilities at par on five days notice. The lenders have the right to seek early repayment following any ‘Event of Default’ or ‘Change
of Control’. These facilities carry maintenance covenants that include a maximum ratio of debt to earnings, a minimum level of interest cover and a maximum level of capital
expenditure. The covenants measure these as a number and must show performance better than a defined scale, which changes over the period of the facilities. To date the
Group has shown ratios better than those required by the relevant agreements. Failure to satisfy these covenants would allow the lenders to call for immediate repayment of
loans made to the Group.

. These loans were repaid in full on 7 May 2008 (Note 34).

. These bonds were repaid in full on 17 March 2008.

. Senior Notes issued in the United States under Rule 144A of the Securities Act of 1933. The Company has no right to call these Notes prior to maturity but the Notes have been
covenant defeased.

v bW
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As at 31 March 2008, the committed syndicated loan facilities available to the Group included:

(@) a £395 million (US$170 million, EUR 51 million, £270 million) bonding facility which ceases to be available in December 2010. The
Group cancelled £100 million of these facilities on 8 May 2008 (Note 34). The available facilities at 31 March 2008 are £395 million
(2007: £396 million) of which £246 million (2007: £252 million) is drawn other than as a cash advance. The bonding facilities are only
able to be drawn as cash to finance or refinance cash collateral;

(b) a £130 million revolving multi-currency loan facility which ceases to be available in December 2010;

(c) a £95 million (US$190 million) non-revolving single currency loan facility which ceases to be available in January 2011; and

(d) a £60 million (EUR 75 million) non-revolving single currency loan facility which ceases to be available in January 2011.

(iiij) Undrawn committed facilities

2008 2007

£m £m

Expiring in more than two years 279 294
279 294

22 Financial risk management and financial instruments

The Group’s principal financial instruments comprise bank and other loans, cash and cash equivalents, trade and other receivables and
trade and other payables. The Group also enters into derivative transactions, primarily forward currency contracts. This note explains the
nature and extent of the risks arising from financial instruments; how those risks arise; the objectives, policies and processes used by the
Group for managing the risks; and the methods used to measure the risks.

Overview of treasury policy
The Group manages its exposure to risks arising from its use of financial instruments by the application of its treasury policy.

The Group’s treasury policy is approved by the Board and seeks to ensure that:

» appropriate financial resources are available for the maintenance and development of the Group’s businesses;
+ the financial risk of currency, interest rate and counterparty credit exposure is optimised; and

+ treasury operates as a cost centre and no speculative transactions are undertaken.

Further details of the treasury policy are included in the Financial Review section of the Annual Report.

Policy in respect of the major areas of treasury management is set out below.

There have been no significant changes in the Group’s exposures to risk, and its approach to managing those exposures, in the year
ended 31 March 2008 compared to the year ended 31 March 2007.

Interest rate risk
The Group is exposed to risk arising from the effect of changes in floating interest rates on the level of interest it pays on its borrowings
and receives on its cash deposits.

The Group’s policy is to set the proportion of fixed and floating rate debt, taking into account several factors including:

» the profitability of the Group in relation to the business cycle and the consequent level of interest rates in relation to that
business cycle;

» the absolute levels of interest rates; and

 the financial leverage of the Group.

To implement this policy the Group uses fixed-rate borrowings, interest rate swaps, forward rate agreements and currency swaps to
manage its interest rate exposure.

As at 31 March 2008, in line with the Group being in a net cash position, Invensys had no significant fixed rate borrowings (2007:
£431 million, including interest rate swaps representing 260% of net debt and 89% of gross debt).

The interest rate profiles of the Group’s cash and cash equivalents and short and long-term borrowings are set out in Notes 20 and 21

respectively. The Group’s interest rate swaps are set out on page 98. All other financial assets and liabilities of the Group are non-interest
bearing and a statement has been made to that effect in the relevant balance sheet notes.
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22 Financial risk management and financial instruments (continued)

Interest rate risk sensitivity analysis

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other variables held constant,
of the Group’s profit before tax (through the impact on floating rate cash and borrowings). There is no impact on the Group’s equity.
The same assumptions have been used for the years ended 31 March 2008 and 2007.

Effect on profit = Effect on profit

before tax: before tax:

increase/ increase/

Increase/ (decrease) (decrease)

decrease in base 2008 2007

points £m £m

Euro +100 0.1 0.2)
US dollar +100 0.7) 0.2)
Euro -100 0.1) 0.2
US dollar -100 0.7 0.2

Currency risk

Translation exposure

The majority of the Group’s operating capital is employed in overseas locations and is denominated in foreign currencies, particularly
US dollars and Euros. As a consequence, changes in exchange rates affect both net asset values and reported results. This risk is not
hedged directly but debt which is held in foreign currency reduces the level of net assets exposed to currency fluctuations. The interest
expense of foreign currency debt may also reduce the level of earnings exposed to exchange rate movements.

The Group’s exposure to foreign currency risk is as follows:

US dollar Euro  Other (excl GBP) US dollar Euro  Other (excl GBP)

2008 2008 2008 2007 2007 2007

As at 31 March £m £m £m £m £m £m

Net assets of non-GBP functional currency entities 157 (13) 189 27) (146) 273

Net unhedged monetary assets not held in entities’ 54 97) 81 (103) (263) (13)
functional currencies

Gross exposure 211 (110) 270 (130) (409) 260

The significant exchange rates that applied during the year are set out in Note 35.

Currency risk sensitivity analysis

The following table demonstrates the sensitivity to a reasonably possible change in the US dollar and Euro exchange rate, with all other

variables held constant, of:

« the Group’s profit before tax due to changes in the sterling value of monetary assets and liabilities not held in entities’ functional
currencies (assuming year end levels of such items are held constant);

« the Group’s equity due to changes in the sterling value of year end net assets held by non-GBP functional currency entities.

Effect on profit Effect on = Effect on profit Effect on

before tax: equity: before tax: equity:

Strengthening/ increase/ increase/ increase/ increase/

weakening (decrease) (decrease) (decrease) (decrease)

US dollar and 2008 2008 2007 2007

euro rate £m £m £m £m
US dollar +5% 3 8 (5) m

US dollar —5% ©)] (€)) 5 1
Euro +5% ) M 13) )
Euro -5% 5 1 13 7

Transaction exposure

Currency transaction exposure arises when the Group’s businesses face revenues or costs in a currency other than their own. The incidence
of this risk varies across the Group and is subject to change. Usually however, the majority of revenues and costs will be in the functional
currency of the business unit undertaking the transaction. Where this is not the case and the exposure is significant, it is the Group’s policy
for businesses to hedge their exposure.

The Group is also subject to exchange risk in making bids, particularly on major contracts. The assumption of a specific exchange rate
within a bid would lead to a change in the anticipated margin on the contract should a bid be successful; this risk is hedged if significant.

The Group predominantly uses forward currency contracts to manage transaction exposure.
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Price risk
The Group’s exposure to changing market prices on the value of financial instruments has an impact on the carrying value of financial
assets that are classified as available-for-sale and on financial assets at fair value through profit or loss.

The Group monitors changes in the carrying amounts of these assets and any resulting change in exposure to price risk in order to ensure
that its investment in these assets remains appropriate.

On 31 March 2008, the total carrying value of these financial assets was £7 million (2007: £7 million) of which £6 million (2007: £6 million)
related to investments in unlisted securities as described in Note 16 and set out below.

Interest Final Nikkei

Interest payment maturity index

Amount invested at cost (Face amount) Start date rate date date target
JPY 500 million (£2.9 million) 1 Mar 2000 0.05% 1 Mar, 1 Sep 1 Mar 2010 18,180
JPY 1,000 million (£5.9 million) 29 Mar 2000 0.05% 29 Mar, 29 Sep 29 Mar 2020 20,500

The face amount is receivable if the Nikkei index target is reached on (or in the five days preceding) any interest payment date up to and
including the final maturity date. In the case of the JPY 1,000 million debenture, the face amount is receivable on the final maturity date
irrespective of the level of the Nikkei index on that date. For the JPY 500 million debenture, if the Nikkei index has not reached its target
by the final maturity date, the amount receivable at that date is based on the level of the Nikkei index at that date compared to its level
of 1 March 2000.

Counterparty risk
The Group is exposed to risk if a counterparty to a financial instrument fails to meet its contractual obligations. Such a risk arises
principally in relation to receivables due from customers and cash deposited with banks or other financial institutions.

The Group monitors the identity of the counterparties with whom it deposits cash and transacts other financial instruments so as to
control exposure to any territory or institution. As far as it is both feasible and practical to do so, cash is held centrally by treasury.
Risk is assessed using ratings from major credit rating agencies.

The maximum credit risk exposure relating to financial assets is represented by their respective carrying values as at the balance sheet
date (see (i) on page 97). Credit risks arising from acting as guarantor are disclosed in Note 30.

There are no significant concentrations of counterparty risk within the Group.

Details of collateral held as security and other credit enhancements in respect of receivables are given in Note 19.

Based on past experience, the directors believe that there is no significant credit risk associated with receivables that are neither past
due nor impaired. The Group trades only with recognised, creditworthy third parties, and performs credit verification procedures on all

customers. Receivable balances are monitored on an ongoing basis.

The Group has not renegotiated the terms of any significant financial assets such that those assets would have been past due or impaired
had the terms not been renegotiated.

Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting its financial obligations as they fall due.

Operating within the strict controls of the Group’s treasury policy, the treasury department manages this risk, ensuring that sufficient
funding and liquidity is available to meet the expected needs of the Group. In addition to the free cash flow of the Group, Invensys
adopts a prudent approach to liquidity management using a mixture of long-term debt facilities and short-term cash deposits.

Core funding and guarantee issuance is provided by bank facilities maturing in December 2010.
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22 Financial risk management and financial instruments (continued)
The following table summarises the maturity profile of the Group’s financial liabilities at 31 March 2008 and 2007 based on contractual
undiscounted payments:

Up to 1 year 1 to 2 years 2 to 3 years 3 to 4 years 4 to 5 years >5 years Total
31 March 2008 £m £m £m £m £m £m £m
Long-term bank and other loans - 7 157 - - - 164
Finance leases 1 - - - - - 1
Provisions 6 5 3 3 4 8 29
Trade and other payables 429 4 1 2 - 1 437
Derivative financial instruments:
— Foreign exchange swaps and forwards 1 - - - - - 1
437 16 161 5 4 9 632
Up to 1 year 1 to 2 years 2 to 3 years 3 to 4 years 4 to 5 years >5 years Total
31 March 2007 £m £m £m £m £m £m £m
Long-term bank and other loans 42 43 48 518 - - 651
Finance leases 1 - - - - - 1
Provisions 12 5 7 4 3 12 43
Trade and other payables 550 3 1 3 - 2 559
Derivative financial instruments:
— Foreign exchange swaps and forwards 1 - - - - - 1
— Interest rate swaps 1 - - - - - 1
607 51 56 525 3 14 1,256
Derivatives

Derivatives are used to manage the interest rate and currency risks described above and further detail is provided below.

Capital management

The facilities at 31 March 2008 provide liquidity for the Group until December 2010 and support the objectives of the Group. These are
described further in Note 21(ii). Investigations are continually undertaken to review alternative financing arrangements. In making those
considerations the Board takes into account the cost of any refinancing compared to the benefits, which include both the cost of funding
as well as longer repayment schedules.

There were no significant changes in the Group’s approach to capital management during the years ended 31 March 2008 and 2007.

The Group’s capital structure is as follows:

2008 2007
As at 31 March £m £m
Capital employed 373 26
Cash and cash equivalents 235 307
Borrowings (162) (473)
Net cash/(debt) 73 (166)
Total equity — funds/(deficit) 446 (140)
Comprising:
— Equity holders of parent 377 (200)
— Minority interests 69 60

446 (140)

As at 31 March 2008, Invensys had a significant deficit on distributable reserves and, accordingly, the Company is currently unable to pay
dividends. As part of its approach to managing capital, the Group is considering available options to optimise further the structure of its
debt and create sufficient distributable reserves to allow dividend payments in the future.

Net cash increased to £73 million during the year from net debt of £166 million at 31 March 2007, a £311 million reduction in gross debt
partially offset by a £72 million decrease in cash and cash equivalents. The principal component of the reduction in gross debt was the
redemption of the High Yield Bonds which was funded by ongoing free cash flow together with proceeds from the sale of APV and other
businesses in the year to 31 March 2008.
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(i) Classification and fair values of financial assets and liabilities

The following table sets out the classification, carrying amounts and fair values of the Group’s financial assets and liabilities. The fair value
is defined as the amount at which a financial instrument could be exchanged in an arm’s length transaction between informed and willing
parties. Where market values are not available, fair values have been calculated by discounting cash flows at prevailing interest rates
translated at year end exchange rates. Provisions have been included where there is a contractual obligation to settle in cash.

The fair value of financial assets and liabilities at 31 March was:

Book Fair Book Fair
value value value value
2008 2008 2007 2007
Notes £m £m £m £m
Financial assets
Available-for-sale investments 16 1 1 1 1
Financial assets at fair value through profit or loss: held for trading 16 6 6 6 6
Loans and receivables: Trade and other receivables’ 19 501 501 519 519
Cash and cash equivalents’ 20 235 235 307 307
Derivative financial instruments:
— Interest rate swaps 22ii - - 1 1
— Foreign exchange swaps and forwards 22ii 1 1 1 1
744 744 835 835
Financial liabilities
Long-term bank and other loans 21 (161) (161) (472) (509)
Finance leases 30 m M (1) Q)
Provisions' 24 (29) 29) (43) 43)
Trade and other payables’ 26 (437) (437) (559) (559)
Derivative financial instruments:
— Foreign exchange swaps and forwards 22ii m M 1) 1)
(629) (629) (1,076) (1,113)

' The directors consider that the carrying amount of these financial assets and liabilities approximates to their fair value.

The Group has, in the ordinary course of business, provided indemnities to banks in respect of performance guarantees issued to
customers. The fair value of such indemnities is not material as the likelihood of any liability arising from them is considered remote.

In a very limited number of cases, the Group has guaranteed certain borrowings by third parties. At 31 March 2008, the maximum credit
risk to the Group arising from these guarantees was £3 million (2007: £4 million), being the total amount of such borrowings outstanding
at that date.

Financial assets with a carrying value of up to £156 million (2007: £148 million) are subject to charges relating to such loans.

(ii) Derivative financial instruments
A summary of derivative financial instruments is as follows:

Fair Fair

value value

2008 2007

£m £m

Derivative assets 1 2
Derivative liabilities ()] 1)
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22 Financial risk management and financial instruments (continued)

(ii) Derivative financial instruments (continued)

The Group uses derivatives to hedge interest rate risk, currency transaction exposure and currency translation exposure. The figures in
the above table are analysed by category as set out below:

Interest rate swaps

During the years ended 31 March 2008 and 31 March 2007 the Group used interest rate swaps to manage its exposure to interest rate
movements on its US$ denominated bank borrowings. The last of these expired in October 2007. The following interest rate swaps were
in place at 31 March 2007:

Notional Notional Fair Fair

principal principal value value

2008 2007 2008 2007

Principal Terms us$m Us$m Maturity £m £m
Quarterly: Pay Fixed 2.31%, Receive LIBOR - 120 Apr 2007 - -
Quarterly: Pay Fixed 3.74%, Receive LIBOR - 70 Oct 2007 - 1
Derivative assets - 190 - 1

These instruments were designated and effective as cash flow hedges. £nil (2007: £3 million) was transferred to the income statement
during the year to 31 March 2008 in respect of hedged interest cash flows. This amount is included within net finance costs in Note 8.

Foreign exchange swaps and forwards used to hedge transaction exposure

The Group uses foreign exchange swaps and forwards to hedge currency exposure arising from sales and purchases made by the
Group’s businesses in currencies other than their own functional currency. The turnover (i.e. notional principal) of such derivatives
(which typically have a term of less than one year), excluding swaps, in the year to 31 March 2008 was £421 million (2007: £255 million)
and their fair value at 31 March was:

Fair Fair

value value

2008 2007

£m £m

Derivative assets 1 1
Derivative liabilities - M

1 -

All of these instruments are designated and effective as cash flow hedges. £nil relating to hedged cash flows that have not yet impacted
the income statement has been deferred and recognised in equity at 31 March 2008 (2007: £1 million). £2 million (2007: £1 million) has
been transferred to the income statement during the year to 31 March 2008 in respect of contracts which matured. This amount is
included within operating expenses in the income statement (2007: within operating expenses).

Foreign exchange swaps and forwards used to hedge translation exposure
The Group uses foreign exchange swaps and forwards to match the currency profile of its net debt to that of its net assets, revenue and
earnings. The fair value of such derivatives (which typically have a term of less than one year) is set out below:

Fair Fair

value value

2008 2007

£m £m

Derivative assets - -
Derivative liabilities m =

Q) =
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The currency assets and liabilities created by such derivatives at 31 March were:

Net assets/

Net assets/

Assets Liabilities (liabilities) Assets Liabilities (liabilities)

2008 2008 2008 2007 2007 2007

£m £m £m £m £m £m

Sterling 32 - 32 65 - 65
Euro - (47) (47) 2 - 2
United States dollar - ?) (2) - (51 51
Australian dollar 3 - 3 - - -
Japanese yen 13 - 13 - ) )
Other - - - - (14) (14)
48 (49) 1M 67 (67) =

Changes in the fair value of such derivatives are taken directly to the income statement. £13 million was credited to the income

statement in the year to 31 March 2008 (2007: £2 million credit).

(iii) Ineffectiveness recognised in the income statement

No amounts were recognised in the income statement relating to the ineffectiveness of cash flow hedges (2007: £nil).

23 Assets held for sale

Assets held for sale consist of the Group’s surplus freehold property portfolio. These assets are included in Corporate in the segmental

analysis in Note 2.

The major classes of assets classified as held for sale as at 31 March are:

2008 2007
£m £m

Current assets
Surplus property portfolio 2 3
2 3
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24 Provisions

Onerous
Warranties Restructuring Environmental contracts Other Total
£m £m £m £m £m £m
At 1 April 2007 8 17 42 43 56 166
Charged in year 4 34 - 1 1 50
Released in year Q) - - - (3) 4
Utilised in year ) (31 (6) (13) 3 (54
Transferred mMm mMm 6 3) ) -
Unwind of discount of provisions - - 1 1 - 2
Disposal of subsidiaries' M @) - - M @)
Exchange adjustments - 2 1 - 3 6
At 31 March 2008 8 19 44 29 62 162
2008 2007
Note £m £m
Analysed as:
Current liabilities 59 73
Non-current liabilities 103 93
162 166
Classification to financial liabilities
Financial liabilities at amortised cost 22i 29 43
Non-financial liabilities 133 123
162 166

" Included in disposal of subsidiaries are £4 million of provisions classified as held for sale in the half-yearly financial statements.

Warranties are provided for in the normal course of business based on an assessment of future claims with reference to past claims.

Such costs are generally incurred over the product life cycle. The actual amount of costs that will be incurred will depend upon the level
and nature of future claims.

Restructuring provisions cover committed costs, the majority of which are expected to be incurred within one year of the balance
sheet date.

Provisions for environmental remediation are made when a clean-up is probable and the amount can be determined reliably. This
generally coincides with a commitment to a formal plan or, if earlier, on divestment or closure of inactive sites. These costs are expected
to be incurred over the next 30 years.

Provisions for onerous contracts relate to lease rentals in respect of vacant property and the costs of other onerous contracts. An
onerous contract is a contract in which the unavoidable costs of meeting the obligations under the contract exceed the economic
benefits expected to be received under it. The provisions represent the best estimate of the unavoidable costs remaining under the
current contractual terms of the contracts. These liabilities are expected to crystallise largely within the next fifteen years.

Other provisions principally relate to legal claims, claims under workers’ compensation or similar employee disability benefit schemes
and other miscellaneous obligations. These liabilities are expected to crystallise largely within the next five years. The costs are estimated
based on the expected outcome of the legal claim or obligation. The amount of the final liability and timing of payment, if any, is
dependent upon the final outcome of any litigation or other negotiation involved.

The directors consider that the carrying amount of provisions equates to their fair value.
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25 Pensions and post-retirement benefits

(i) Defined contribution schemes

The Group operates many defined contribution schemes. Pension costs in respect of defined contribution schemes represented contributions
payable in the year and amounted to £11 million (2007: £8 million). At 31 March 2008, there were £1 million (2007: £1 million) of
outstanding contributions included in payables.

(ii) Defined benefit schemes — general

The Group operates many funded and unfunded defined benefit pension and post-retirement schemes. Contributions to the defined
benefit schemes are made in accordance with the recommendations of the independent actuary of the relevant scheme. There are two
main funded defined benefit schemes in the UK and US, together with other smaller schemes in the rest of the world.

The principal Group scheme covering the majority of UK employees is the Invensys Pension Scheme. The Invensys Pension Scheme is a
funded defined benefit scheme. The assets of this scheme are held separately from those of the Group. These assets are managed by
trustees, who are required to act in the best interests of the schemes’ beneficiaries. The Trustee Board is made up of nine directors, four
nominated by the Company and five by the members. The Company is responsible for appointing the Chairman from the Board. The last
full actuarial valuation of the Scheme for funding purposes was carried out with a valuation date of 30 September 2005 by independent
actuaries using the projected unit credit method for valuing the liabilities. The assumptions that had the most effect on the results of this
valuation for funding purposes are those relating to the discount rate and inflation on scheme liabilities and mortality assumptions.

There are numerous schemes operated by overseas subsidiaries. Of these the largest US scheme is assessed annually by an actuary, and
the other overseas defined benefit schemes are normally assessed periodically by independent actuaries in accordance with local practice.

The Group also operates a number of non-pension post-retirement benefit plans, the majority of which relate to the provision of medical
benefits to retired former employees of the Group’s subsidiaries in the US. These schemes are generally unfunded.

The last full valuations of all schemes on an IAS 19 basis have been updated to 31 March 2008 to reflect market conditions and material
events in the plans.

(iii) Defined benefit schemes — major assumptions
The major assumptions made when valuing the liabilities of funded and unfunded schemes under IAS 19 are as follows:

For March 2008 the major financial assumptions were:

Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare' Other
% % % % %
Major assumptions
Rates of increase in salaries 495 4.00 3.81 - 1.48
Rate of increase to pensions in payment? 3.80 - 2.78 - 1.11
Discount rate for scheme liabilities 6.10 6.55 6.07 6.55 5.93
Inflation rate 3.70 2.50 3.10 - 217
For March 2007 the major financial assumptions were:
Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare’ Other
% % % % %
Major assumptions
Rates of increase in salaries 4.45 4.00 391 - 1.44
Rate of increase to pensions in payment? 3.50 - 2.41 - 0.94
Discount rate for scheme liabilities 5.35 5.95 5.30 5.95 5.36
Inflation rate 3.20 2.50 2.74 - 2.10
For March 2006 the major financial assumptions were:
Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare' Other
% % % % %
Major assumptions
Rates of increase in salaries 415 4.00 3.63 - 247
Rate of increase to pensions in payment? 3.35 - 1.91 - 1.68
Discount rate for scheme liabilities 495 6.05 5.11 6.05 4.76
Inflation rate 2.90 2.50 2.26 - 2.16

' The assumptions used for medical trend rates for beneficiaries of the US healthcare scheme were 9.5% per annum, declining to an ultimate rate of 5.0% in 2008 (2007 and
2006: 9.0% declining to 5.0%).
2 The inflationary pension increases granted for the UK scheme in the year were 3.70% (2007: 3.20%; 2006: 2.90%).
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25 Pensions and post-retirement benefits (continued)
(iii) Defined benefit schemes — major assumptions (continued)
The demographic assumptions which were consistently applied for the main schemes are as follows:

Invensys Pension Scheme (UK)
Standard actuarial mortality tables PA92 were adopted using year of birth and medium cohort projections. Probability of death at each
age was multiplied by 126%.

By way of illustration the impact of the application of these mortality tables on the expected longevity of pensioners is shown below:

Years
Retiring today at age 65: Male 20.2
Female 23.0
Retiring in 20 years at age 65: Male 214
Female 24.1
Invensys Pension Plan (US)
The mortality table adopted was the RP 2000 Table for combined employee/annuitants, projected to 2008 using projection scale AA.
Sensitivities
The Invensys Pension Scheme (UK) is the largest scheme within the Group, representing 79% of gross liabilities of all defined benefit
schemes. The principal sensitivities are illustrated below:
0.1% 0.1%
increase decrease
A 0.1% movement in the assumed inflation rate would have the following effect: £m £m
Invensys Pension Scheme (UK) defined benefit obligation: (increase)/decrease 35) 35
0.1% 0.1%
X X . increase decrease
A 0.1% movement in the assumed discount rate would have the following effect: £m £m
Invensys Pension Scheme (UK) defined benefit obligation: decrease/(increase) 54 (54)
A 1 year extension to the pensioners lives would have the following effect: £m
Invensys Pension Scheme (UK) defined benefit obligation: (increase) (144)
Applying a 1% underpin to the improvement in mortality implicit in the PA92 tables would have the following effect: £m
Invensys Pension Scheme (UK) defined benefit obligation: (increase) (62)
US healthcare scheme
Increase Decrease
A 1% movement in the assumed rate of increase in US healthcare costs would have the following effects: £m £m
US healthcare scheme defined benefit obligation: increase/(decrease) 0.97 (0.88)
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(iv) Defined benefit schemes — income and expenses
The amounts that have been recognised in the Consolidated income statement and Consolidated statement of recognised income and
expense for the year ended 31 March 2008 are set out below:

Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare Other Total
£m £m £m £m £m £m

Analysis of amounts (charged)/credited to the

Consolidated income statement:
Current service cost — continuing an @) 4 - 3) (25)
Curtailments - 1 - - - 1
Total charge to operating profit’ an (6) 4 - (3) (24)
Current service charge — discontinued ) m - - - ?)
Curtailments - 2 - 1 - 3
(Loss)/profit after taxation — discontinued operations m 1 - 1 - 1
Expected return on plan assets 207 40 1" - - 258
Interest on plan liabilities (213) (42) an () (5) (273)
Other finance charges - IAS 19 (6) ) - (2) (5) (15)
Analysis of amounts recognised in the Consolidated

statement of recognised income and expense:
Actual return less expected return on scheme assets (34) 16 12) - - (30)
Experience (losses)/gains arising on the scheme liabilities an @) - 3 1 (14)
Changes in assumptions underlying the present

value of the plan liabilities 202 47 8 - 5 262
Actuarial gain/(loss) recognised in the Consolidated

statement of recognised income and expense 157 56 4) 3 6 218

The amounts that were recognised in the Consolidated income statement and Consolidated statement of recognised income and expense
for the year ended 31 March 2007 are set out below:

Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare Other Total
£m £m £m £m £m £m
Analysis of amounts (charged)/credited to the
Consolidated income statement:
Current service cost (15) ® ®) = (3) (32)
Past service cost - - (19) - - (19)
Settlements 2 - (0)) - - -
Total charge to operating profit’ 13) (€)) 27) - 3) (51)
Expected return on plan assets 203 40 14 - - 257
Interest on plan liabilities (204) (44) (12) ) (5) (267)
Other finance (charges)/credit - IAS 19 () 4) 2 ) (5) (10
Analysis of amounts recognised in the Consolidated
statement of recognised income and expense:
Actual return less expected return on scheme assets (156) 8 4 - - (144)
Experience losses arising on the scheme liabilities an (10) 4) - ) 27)
Changes in assumptions underlying the present
value of the plan liabilities 119 ) 3 - 3 116
Increase in limit due to IAS 19 paragraph 58(b) —
restriction of asset recognised - - (D) - - 1
Actuarial (loss)/gain recognised in the Consolidated
statement of recognised income and expense (48) an 2 - 1 (56)
' The amounts (charged)/credited to operating profit were (charged)/credited to the following lines in the Consolidated income statement:
2008 2007
£m £m
Cost of sales (12) (16)
Administrative costs 13) (16)
Other exceptional items 1 (19)
Total charge to operating profit 24) 51)
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25 Pensions and post-retirement benefits (continued)
(v) Defined benefit schemes — changes in present value of defined benefit obligations and fair value of plan assets
Changes in the present value of the defined benefit obligation for the year to 31 March 2008 were as follows:

Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare Other Total
£m £m £m £m £m £m
Opening present value of defined benefit obligation (4,099) (738) (214) (32) (119) (5,202)
Current service cost 12) ®) (4) - 3 27)
Contributions by employees - - 1M - - mMm
Benefit payments 245 42 17 3 10 317
Interest on plan liabilities 213) (42) an ) 5) 273)
Curtailments - 3 - 1 - 4
Actuarial gains 191 40 8 3 6 248
Settlements — disposal of subsidiaries’ - - 2 - 2 4
Exchange adjustments - 8 3) 1 (10) ©9)
Closing present value of defined benefit obligation (3,888) (695) 11) (26) (119) (4,939)
Changes in the fair value of plan assets for the year to 31 March 2008 were as follows:
Funded schemes
Invensys Invensys
Pension Pension
Scheme (UK) Plan (US) Other Total
£m £m £m £m
Opening fair value of plan assets 3,856 637 188 4,681
Expected return on plan assets 207 40 1 258
Contributions by employer 94 18 4 116
Contributions by employees - - 1 1
Benefit payments (245) (42) 17) (304)
Actuarial (losses)/gains 34 16 (12) (30)
Settlements — disposal of subsidiaries' - - M m
Exchange adjustments - 6) 7 1
Closing fair value of plan assets 3,878 663 181 4,722
Actual return on plan assets 173 56 m 228
Changes in the present value of the defined benefit obligation for the year to 31 March 2007 were as follows:
Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare Other Total
£m £m £m £m £m £m
Opening present value of defined benefit obligation (4,235) (806) (222) 37) (125) (5,425)
Current service cost (15) ®) (6) = (3) (32)
Past service cost - - (19) - - (19)
Contributions by employees - - Q) = = Q)]
Benefit payments 243 44 1 3 8 309
Reclassed to defined contribution scheme? - - 28 - - 28
Interest on plan liabilities (204 (44) (12) ) 5) (267)
Settlements 4 - M - - 3
Actuarial gains/(losses) 108 (19) ) - 1 88
Exchange adjustments - 95 10 4 5 114
Closing present value of defined benefit obligation (4,099) (738) (214) (32) (119) (5,202)

" Included within settlements are £3 million of net pension liabilities classified as held for sale in the half-yearly financial statements.
? Following the repatriation of the surplus within the Australian Superannuation Fund in the year ended 31 March 2007, £28 million of assets and liabilities accrued to defined
contribution scheme members were therefore reclassified.
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Changes in the fair value of plan assets for the year to 31

March 2007 were as follows:

Funded schemes

Invensys Invensys
Pension Pension
Scheme (UK) Plan (US) Other Total
£m £m £m £m
Opening fair value of plan assets 4,007 700 229 4,936
Expected return on plan assets 203 40 14 257
Contributions by employer 47 15 12) 50
Contributions by employees - - 1 1
Benefit payments (243) (44) an (298)
Reclassed to defined contribution scheme' - - (28) (28)
Settlements ) - Q) 3)
Actuarial (losses)/gains (156) 8 5 (143)
Exchange adjustments = (82) © (C1))
Closing fair value of plan assets 3,856 637 188 4,681
Actual return on plan assets 47 48 18 113
! Following the repatriation of the surplus within the Australian Superannuation Fund in the year ended 31 March 2007, £28 million of assets and liabilities accrued to defined
contribution scheme members were therefore reclassified.
(vi) Defined benefit schemes — reconciliations of balance sheet amounts
Reconciliation of assets and liabilities recognised in the balance sheet as at 31 March 2008:
Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare Other Total
£m £m £m £m £m £m
Present value of defined benefit obligation (3,888) (695) 11 (26) (119) (4,939)
Fair value of plan assets 3,878 663 181 - - 4,722
Deficit in the plan (10 (32) (30 (26) (119) 217)
Restrictions of asset recognised - - M - - m
Net liability (10) 32) 31 (26) (119) (218)
The net asset/(liability) is presented on the
balance sheet as follows:
Non-current pension asset - - 1 - - 1
Non-current pension liability (10) 32) 32) (26) (119) 219)
Net liability (10) 32) 31 (26) (119) (218)
Reconciliation of assets and liabilities recognised in the balance sheet as at 31 March 2007:
Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare Other Total
£m £m £m £m £m £m
Present value of defined benefit obligation (4,099) (738) 14) (32) (119) (5,202)
Fair value of plan assets 3,856 637 188 - - 4,681
Deficit in the plan (243) (101) (26) (32) (119) (521)
Restrictions of asset recognised - - M - - ()
Net liability (243) (101) 27) (32) (119) (522)
The net asset/(liability) is presented on the
balance sheet as follows:
Non-current pension asset - - 3 - - 3
Non-current pension liability (243) (101) (30) 32) (119) (525)
Net liability (243) (101) 27) (32) (119) (522)

Liabilities for each scheme are determined using the projected unit credit actuarial valuation method. This is an accrued benefits
valuation method that discounts the best estimate of future cash flows and makes allowance for projected earnings.

If the UK Pension Scheme were to be wound up, the relevant employers would be responsible, under section 75 of the Pensions Act 1995
to fund the UK Pension Scheme up to the levels of the cost of buying out the benefits for all scheme members with an insurer. This cost

would be considerably more than the value placed on the ongoing liabilities for accounting purposes. The deficit in the UK Pension
Scheme calculated on a winding up basis was approximately £1.8 billion as at 30 September 2005, the date of the last actuarial valuation.

This will be reviewed and updated at the next valuation.
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25 Pensions and post-retirement benefits (continued)
(vii) Defined benefit schemes — expected rate of return and analysis of scheme assets
The expected long-term rate of return and market value of funded defined benefit schemes at 31 March 2008 are:

Invensys Pension Scheme (UK) Invensys Pension Plan (US) Other Total

Expected Expected Expected
long-term Market long-term Market long-term Market Market
rate of return value rate of return value rate of return value value
% £m % £m % £m £m
Equities 8.3 428 8.2 116 7.7 60 604
Bonds 4.6 2,677 6.1 334 5.0 66 3,077
Other 6.9 773 7.0 213 59 55 1,041
Fair value of plan assets 3,878 663 181 4,722

The expected long-term rate of return and market value of funded defined benefit schemes at 31 March 2007 were:

Invensys Pension Scheme (UK) Invensys Pension Plan (US) Other Total

Expected Expected Expected
long-term Market long-term Market long-term Market Market
rate of return value rate of return value rate of return value value
9% £m % £m % £m £m
Equities 7.9 844 8.2 155 7.9 66 1,065
Bonds 4.7 2,965 53 278 4.8 73 3,316
Other 53 47 7.5 204 5.8 49 300
Fair value of plan assets 3,856 637 188 4,681

The expected long-term rate of return and market value of funded defined benefit schemes at 31 March 2006 were:

Invensys Pension Scheme (UK) Invensys Pension Plan (US) Other Total

Expected Expected Expected
long-term Market long-term Market long-term Market Market
rate of return value rate of return value rate of return value value
% £m % £m % £m £m
Equities 7.6 1,319 8.2 266 7.7 111 1,696
Bonds 4.4 2,611 5.2 373 44 89 3,073
Other 4.7 77 5.0 61 5.8 29 167
Fair value of plan assets 4,007 700 229 4,936

The expected return on each asset class has been determined on the basis of market expectations for the rate of return on each asset
class over the life of the related obligation, at the balance sheet date. In respect of the UK Pension Scheme, Government and Corporate
Bond indices have been used to set the expected rate of return on bonds subject to an adjustment for the risk of default, and a risk
premium has been applied to determine the expected long-term rate of return on equity investments. Similar processes are applied to
other schemes.

The Trustee of the UK Pension Scheme adopted a new statement of investment principles which resulted in a change in the investment
strategy of the scheme in the prior year. The Trustees target a long-term rate of return on investments as a whole, at 1% per annum over
Government stock of appropriate duration to the scheme’s liabilities. This investment strategy gives an overall expected rate of return of
5.42% per annum (2007: 5.50%) at the balance sheet date based on market conditions at this date.
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(viii) Defined benefit schemes — history of experience adjustments

Funded schemes

Unfunded schemes

Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare Other Total
£m £m £m £m £m £m

Year ended 31 March 2008
Present value of defined benefit obligation (3,888) (695) 11 (26) (119) (4,939)
Fair value of plan assets 3,878 663 181 - - 4,722
Deficit in the plan (10 (32) (30) (26) (119) 217)
Experience adjustments on plan liabilities an @) 1 3 1 (13)
Experience adjustments on plan assets (34 16 (12) - - (30)
Year ended 31 March 2007
Present value of defined benefit obligation (4,099) (738) 214) (32) (119) (5,202)
Fair value of plan assets 3,856 637 188 - - 4,681
Deficit in the plan (243) (101) (26) (32) (119) (521)
Experience adjustments on plan liabilities an (10) (@) - ) 27)
Experience adjustments on plan assets (156) 8 5 - - (143)
Year ended 31 March 2006
Present value of defined benefit obligation (4,235) (806) (222) 37) (125) (5,425)
Fair value of plan assets 4,007 700 229 - - 4,936
(Deficit)/surplus in the plan (228) (106) 7 (37) (125) (489)
Experience adjustments on plan liabilities 53 (10) ) 14 - 55
Experience adjustments on plan assets 293 (@) 13 - - 302
Year ended 31 March 2005
Present value of defined benefit obligation (3,885) (731) 212) (56) (119) (5,003)
Fair value of plan assets 3,587 634 208 - - 4,429
Deficit in the plan (298) 97) (4) (56) (119) (574)
Experience adjustments on plan liabilities ) 11 M - 1 9
Experience adjustments on plan assets 36 (©)) 5 - - 32
Year ended 31 March 2004
Present value of defined benefit obligation (3,806) (738) (203) (57) (117) (4,921)
Fair value of plan assets 3,494 624 197 - - 4315
Deficit in the plan (312) 114 (6) (57) 117) (606)
Experience adjustments on plan liabilities 65 2 12 9 19) 69
Experience adjustments on plan assets 206 113 28 - - 347

Cumulative actuarial gains and losses

The cumulative amount of actuarial gains and losses recognised since 1 April 2004 in the Consolidated statement of recognised income
and expense is a gain of £24 million (2007: loss of £194 million).
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25 Pensions and post-retirement benefits (continued)

(ix) Pensions and post-retirement benefits — other

Total pension service costs charged to the income statement in respect of defined benefit and defined contribution schemes amounted
to £38 million (2007: £40 million).

The estimated levels of contributions expected to be paid to defined benefit schemes in the year to 31 March 2009 are as follows:

Funded schemes Unfunded schemes
Invensys Invensys
Pension Pension us
Scheme (UK) Plan (US) Other healthcare Other Total
£m £m £m £m £m £m
28 8 5 3 8 52

Regarding rates of contributions for future years, following the triennial valuation of the UK Pension Scheme (valuation date 30 September 2005)
contributions to the UK Pension Scheme will be made at the rate of 16.3% of pensionable salaries up to the date of the next triennial valuation.
In addition, the Company will continue to make annual supplemental contributions to the scheme. These will amount to £28 million in the year
ending 31 March 2009, £37 million in the year ending 31 March 2010 and increase by £1 million per annum thereafter until 31 March 2015.
Where the proceeds from the sale of a business exceed £1 million, at least 8% of the proceeds net of tax and costs will be paid as additional
contributions to the UK Pension Scheme. The funding plan is subject to revision after the next triennial valuation which will have a reference
date of 31 March 2008. Under the US plan, the Company’s agreement with the Pension Benefit Guaranty Corporation provided for additional
contributions of 4% of net proceeds from future disposals.

The following graph shows a projection of the benefit payments from the UK Pension Scheme based on the assumptions underlying the
IAS 19 assessment of obligations at 31 March 2008:

300 —
250
200

150 —

Benefit payments £m

2009 2015 2021 2027 2033 2039 2045 2051
Year

26 Trade and other payables

2008 2007
Note £m £m
Non-current
Other payables 17 16
17 16
Current
Trade payables 234 333
Accruals and deferred income 135 157
Interest payable 5 5
Other payables 106 120
480 615
Total trade and other payables 497 631
Classification to financial liabilities
Financial liabilities at amortised cost 22i 437 559
Non-financial liabilities 60 72
497 631

Terms and conditions of the above financial liabilities are as follows:

Trade payables are non-interest bearing and are on average normally settled on 53-day terms. Interest payable on the Group’s major
borrowing facilities is settled quarterly throughout the financial year. Other payables include sales taxes, social security and payroll taxes,
payroll creditors, customer advances (not related to construction contracts), payments received from customers in advance of work
performed on construction contracts and commissions payable. They are non-interest bearing. The majority of non-current other
payables will mature in more than one year but in less than two years; there is a small proportion that will mature in over five years.

The maturity profile of trade and other payables classified as financial liabilities is given in Note 22.

The directors consider that the carrying amount of both current and non-current trade and other payables approximates to their fair value.
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27 Issued capital
Authorised and issued share capital

2008 2008 2007 2007
Authorised:
Number Number
of shares of shares
million £m million £m
Ordinary shares of 10p each 5,600 560 5,600 560
Deferred shares of 24p each 3,500 840 3,500 840
9,100 1,400 9,100 1,400
Issued and fully paid:
Number Number
of shares of shares
million £m million £m
Ordinary shares of 10p each 797 80 796 80
A reconciliation of the authorised and issued share capital is as follows:
Issued, Issued,
allotted allotted
and fully and fully
Authorised paid Authorised paid
Number Number Share Share
of shares of shares capital capital
million million £m £m
At 1 April 2006 59,505 5,687 1,400 57
Issue of ordinary shares of 1p each - 2,275 - 23
Share consolidation (50,405) (7,166) - -
At 31 March 2007 9,100 796 1,400 80
Issue of ordinary shares of 10p each - 1 - -
At 31 March 2008 9,100 797 1,400 80

Shares reserved for issue under share options and awards

During the year the Company issued 889,349 ordinary shares of 10p each pursuant to the exercise of options under the Invensys Savings

Related Share Option Scheme and 1998 Long Term Incentive Plan (1998 LTIP).

On 1 June 2007 and 18 June 2007, conditional awards over 85,894 shares were granted under the 1998 LTIP. In addition, on 9 August
2007, 14 November 2007 and 7 March 2008 conditional awards over 4,089,507 shares were granted under the 2007 Long Term Incentive

Plan (2007: nil) and on 9 August 2007 1,608,554 shares were granted under the CEO Special Award (2007: nil).

As at 31 March 2008, outstanding executive share options exercisable, subject to the satisfaction of the relevant performance condition,
at various dates between 2008 and 2014 and at various prices between 154.59p and 2,601.17p per ordinary share, and at a weighted

average price of 1,186.47p per ordinary share, were 2,774,940 (2007: 3,110,465).

Outstanding options under the Company’s various savings related share option schemes at 31 March 2008, exercisable at various dates
between 2008 and 2010 and at various prices between 130.77p and 2,386.96p per ordinary share, and at a weighted average price of

424.46p per ordinary share, were 133,235 (2007: 1,135,664).
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27 Issued capital (continued)
Shares held by the Invensys Employee Share Trust

The Invensys No. 2 Employee Benefit Trust (the Trust) was established on 24 April 2007. At 31 March 2008, the Trust held 1,766,545 10p ordinary
shares in Invensys plc with a market value of £4 million. The Trust purchases shares in the market in order to satisfy obligations under the
various share option and share award schemes operated by the Company. All the shares held by the Trust are solely for this purpose and
are distributed to employees in accordance with the terms of the Company’s schemes. Shares held by the Trust are accounted for as
treasury shares and deducted from equity. The movement in treasury shares during the year ended 31 March 2008 is set out below.

Number
of shares £m
At 1 April 2007 - -
Purchase of shares 2,358,745 9
Distribution of shares under share option and share award schemes (592,200) )
At 31 March 2008 1,766,545 7
28 Reconciliation of movements in equity
Attributable to equity holders of the parent
Issued
capital  Treasury shares Retained Other reserves Minority
(Note 27) (Note 27) earnings (see below) interests Total
£m £m £m £m £m £m
At 1 April 2006 57 - (4,597) 3,881 66 (593)
Total recognised income/(expense) for the year - - 149 (23) ) 124
Share-based payment - - 10 - - 10
Disposal of minority interests - - - - ) ()
Dividends paid to minority interests - - - - 3) 3)
Issue of share capital 23 - - 319 - 342
Share issue expenses - - - 19 - (19)
At 31 March 2007 80 - (4,438) 4,158 60 (140)
Total recognised income for the year - - 551 31 1 593
Share-based payment - - (5) - - 5)
Purchase of own shares by Employee Share Trust - ©9) 9 - - -
Distribution of own shares under share-based
payment arrangements - 2 ) - - -
Dividends paid to minority interests - - - - mMm M
Disposal of subsidiaries - - - - m ™M
At 31 March 2008 80 7) (3,885) 4,189 69 446
The minority interests balance is £69 million (2007: £60 million). The majority of the balance relates to the interests of the minority in
Baan Company NV.
Other reserves
Share Capital Cash flow Foreign
premium redemption Capital hedge exchange Other
account reserve reserve reserve reserve reserves
£m £m £m £m £m £m
At 1 April 2006 440 923 2,509 4 5 3,881
Gains taken to equity - - - 1 - 1
Transferred to income statement for the year - - - 4) = 4)
Issue of share capital 319 - - - - 319
Share issue expenses 19) - - - - (19)
Currency translation differences - - - - (20) (20)
At 31 March 2007 740 923 2,509 1 (15) 4,158
Gains taken to equity - - - 1 - 1
Transferred to income statement for the year - - - ) - )
Currency translation differences - - - - 32 32
At 31 March 2008 740 923 2,509 - 17 4,189
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Nature and purpose of other reserves
Share premium account
This reserve records the consideration premium for shares issued at a value that exceeds their nominal value.

Capital redemption reserve

This reserve arose when the Company repurchased its own shares for cancellation as part of a return of capital programme and is non-
distributable. Subsequently, in the year ended 31 March 2005, 3,499,780,822 deferred shares of 24p each were cancelled, in accordance
with their terms of issue.

Capital reserve
Previously the Group merger reserve, this reserve was created on the merger of BTR plc and Siebe plc in February 1999 and is non-
distributable.

Cash flow hedge reserve
This reserve records, for each hedged item in an effective cash flow hedge, the cumulative change in fair value of the expected future
cash flow on the hedged item from the inception of the hedge relationship.

Foreign exchange reserve
The foreign exchange reserve is used to record exchange differences arising from the translation of the financial statements of foreign
subsidiaries. It is also used to record the foreign exchange on net investments in these subsidiaries.

29 Share-based payment plans
The Company operates various share schemes under which options and awards have been granted and are outstanding as detailed below:

Plans for senior employees

Executive share options

Invensys 1998 Senior Executive Share Option Scheme

Grant details

An executive share option scheme under which options have been granted to directors and senior executives at no cost. Options are
exercisable between the third and tenth anniversary of the grant date at a price equal to the average middle market quoted price of the
Company’s shares over the five dealing days which precede the date of grant. Options are satisfied by the issue of new shares or in the
case of awards granted as share appreciation rights, in cash.

Vesting requirements

Performance requirements: (a) for grants made prior to 25 July 2001, earnings per share (EPS) performance of RPI + 12% over a three year
period to be applied each year until the earlier of when the condition is met or the measurement period the last financial year of which is
the year preceding that in which the option will lapse; (b) for grants made between 25 July 2001 and 16 June 2002 EPS of RPI + 12% in the
three years after grant or EPS of RPI + 16% in the four years after grant or EPS of RPI + 20% in the five years after grant, failing which the
option will lapse; and (c) for grants made on 17 June 2002 and after, total shareholder return (TSR) performance against a peer group

of the FTSE100 over a performance period of three, four or five years commencing on the date of grant. 40% will be exercisable if

the median position is achieved, rising to 100% if upper quartile position is achieved. Between these two points the option will vest on

a straight-line basis. If the performance condition is not met in full at the first measurement then it will be retested against the fixed

base in years four and five. If the median position is not achieved by the end of the fifth year the option will lapse.

Service requirements: the general rule is that the option will lapse if the participant leaves employment, although options may be
exercisable for a certain period of time in defined good leaver cases or with the consent of the Remuneration Committee.

Scheme use

The Company does not propose to operate the Scheme, except in the case of recruitment situations, where it may be considered
appropriate. Hence no options were granted during the years ended 31 March 2008 or 31 March 2007.
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29 Share-based payment plans (continued)

Plans for senior employees (continued)

Details of executive share options outstanding under this scheme including the option granted to Mr Henriksson under a separate
arrangement on 1 June 2004, are as follows:

2008 2007
Weighted Weighted
average average
Number of exercise Number of exercise
share options price (p) share options price (p)
Outstanding at the beginning of the year 3,111,299 1,165.24 6,426,119 1,232.40
Granted during the year - - - n/a
Forfeited during the year 23,089 1,151.57 795,540 1,244.01
Exercised during the year - - - n/a
Lapsed during the year 342,804 1,206.95 2,519,280 1,312.83
Outstanding at the end of the year 2,745,406 1,160.14 3,111,299 1,165.24
Exercisable at the end of the year 1,675,971 1,351.46 1,540,587 1,597.34
Range of exercise prices for options outstanding at the end of the year

Weighted
Weighted average
average remaining
Number of exercise contractual
share options price (p) life (years)

2008
154.59p 535,290 154.59 6.2
458.53p to 579.12p 131,800 554.33 47
903.14p to 2,601.17p 2,078,316 1,488.32 3.2
2,745,406 1,160.14 39

2007
154.59p 535,290 154.59 7.2
458.53p to 579.12p 156,114 559.36 5.7
903.14p to 2,601.17p 2,419,895 1,427.88 42
3,111,299 1,165.24 49

Closed option schemes

In addition, during the year ended 31 March 2008, there were executive share options outstanding under the Siebe plc Share Option
Scheme 1993, BTR Executive Share Option Scheme (1995) and Eurotherm plc Executive Share Option Scheme 1995. Grants are no longer
made under these closed schemes, the last grant having been made under the Siebe plc Share Option Scheme 1993 in March 1999.
Outstanding options under these schemes were 29,534 (2007: 44,812), with a weighted average remaining contractual life of 0.4 years
(2007: 1.2 years) and range of exercise prices between 2,439.11p and 3,419.55p.

Long term incentives

Invensys 1998 Senior Executive Long Term Incentive Plan (LTIP)

Grant details

A long-term incentive plan under which awards are granted to executive directors and senior executives at no (or nominal) cost.
Depending on the country in which the participant is resident the award would be delivered using one of the following mechanisms:

(@) a nominal price option award which is a right to acquire shares for a nominal payment (unless the Company determines otherwise);
(b) a conditional share award; or (c) a cash award (granted in respect of a notional number of shares). Awards are normally subject to

a three year performance period, commencing on the date of award, followed by a retention period. For awards granted prior to 22 July
2005 the retention period was two years; for awards made on or after 22 July 2005, 50% of any shares vesting on satisfaction of the
performance requirements will be released at the end of the performance period with the other 50% being deferred for one year.

Vesting requirements

Performance requirements:

TSR test

TSR ranked against a peer group, selected at the discretion of the Remuneration Committee (with no retesting opportunities). TSR must
rank at the median position (when the peer group is ranked in descending order of TSR) in order for 25% of the shares subject to the
award to be available (subject to the retention period), rising to 100% of the shares if the upper decile position is achieved. Between these
positions, the number of shares will be calculated on a straight-line basis. If at least the median position is not achieved the whole award
will lapse. The peer groups selected for the relevant awards are as follows:

» awards granted prior to 22 July 2005: the companies that comprised the FTSE Mid 250 Index on the date of grant; and

+ awards granted on or after 22 July 2005: ABB, Eaton, Emerson, GE, Honeywell, Johnson Controls, Rockwell, Schlumberger, Schneider,
Siemens, Smiths Group and Yokogawa.
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Overall performance test

The Remuneration Committee must be satisfied that: (a) for awards granted prior to 22 July 2005 there has been a sustained delivery
over the performance period, regarding the trading performance of continuing operations, disposal proceeds and reduction in Group
indebtedness; (b) for awards granted on or after 22 July 2005 that two underpins have been met: (1) achievement of stretching internal
free cash flow targets; and (2) efficient management of legacy liability items; and (c) for awards granted on or after 1 June 2006 that two
underpin tests have been met: (1) relating to the successful completion of the 2006 Refinancing and in addition that there has been a
sustained improvement in the underlying financial performance of the Group; and (2) efficient management of legacy liability items.

Service requirements: the general rule is that the award will lapse if the participant leaves employment, although shares may be released
in defined good leaver cases or with the consent of the Remuneration Committee after the completion of the first two years of the
performance period.

Scheme use

Given that no further awards can be granted under the LTIP after July 2008, a new share-based long-term incentive plan, known as the
2007 Long Term Incentive Plan has been established and was approved by shareholders at the 2007 Annual General Meeting. Details of
this new scheme are given below.

Grants made during the years ended 31 March 2008 and 31 March 2007 are detailed below:

LTIP awards LTIP awards

granted in the granted in the

year ended year ended

31 March 2008 31 March 2007

Total number of awards granted 229,073 6,202,739
Weighted average fair value 121.87p 101.14p

Exercise price n/a n/a

Expected volatility n/a n/a

Weighted average expected award life 1.5 years' 3.5 years
Expected dividend yield 0% 0%

Risk free interest rate n/a n/a

Details of relevant LTIP awards outstanding during the year are as follows:

Number Number

of awards of awards

2008 2007

Outstanding at the beginning of the year 21,584,292 23,220,809

Granted during the year 229,073 6,202,739

Forfeited during the year 3,999,002 4,044,343

Vested during the year 324,959 -

Lapsed during the year 1,860,751 3,794,913

Outstanding at the end of the year 15,628,653 21,584,292

The LTIP awards outstanding at the end of the year have a weighted average remaining contractual life of 1.1 years (2007: 2.3 years).

' During the year, the Remuneration Committee exercised its discretion to depart from the rules of the 1998 LTIP in a specific termination case (not related to an executive
director). This award of 143,179 shares has therefore been treated as a forfeiture of the original award, followed by a new grant (with a life of three months only, representing
the date of agreement to the date of termination). This has resulted in a shorter weighted average expected award life than is usual. The remaining grants during the year were
therefore 85,894 shares.

2007 Senior Executive Long Term Incentive Plan (2007 LTIP)

Grant details

A long-term incentive plan under which awards are granted to executive directors and senior executives at no (or nominal) cost.
Depending on the country in which the participant is resident the award would be delivered using one of the following mechanisms:
(@) a nominal price option award which is a right to acquire shares for a nominal payment (unless the Company determines otherwise);
(b) a conditional share award: or (c) a cash award (granted in respect of a nominal number of shares). Awards are normally subject to
a three-year performance period, commencing on the date of award. There is no retention period.

Vesting requirement

Performance requirements: awards will be subject to two independent performance conditions. For executive directors (a) 50% of an award
will be based on growth in the Company’s TSR relative to the constituent companies of the Standard & Poor’s Global 1200 Capital Goods
Index; and (b) 50% of an award will be based on the compound annual growth rate in the Group’s Earnings Per Share. For all other
participants (a) 35% of an award will be based on growth in the Company’s TSR relative to the constituent companies of the Standard & Poor’s
Global 1200 Capital Goods Index; and (b) 35% of an award will be based on the compound annual growth rate in the Group’s Earnings Per
Share. There are no performance conditions applying to the remaining 30% of an award. In addition, the Remuneration Committee retains
discretion to ensure that, as a condition of vesting of shares, the underlying overall performance of the Group must be satisfactory.

Service requirements: the general rule is that the award will lapse if the participant leaves employment, although shares may be released
in defined good leaver cases.

Scheme use
The 2007 LTIP is used as the Group’s main share-based long term incentive plan under which share awards are granted.
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29 Share-based payment plans (continued)
Plans for senior employees (continued)
Grants made during the year ended 31 March 2008, the first year during which 2007 LTIP awards were granted, are detailed below:

LTIP awards

granted in the

year ended

31 March 2008

Total number of awards granted 4,357,047
Weighted average fair value 252.65p

Exercise price n/a

Expected volatility n/a

Weighted average expected award life 3 years
Expected dividend yield 0%

Risk free interest rate n/a

Details of relevant 2007 LTIP awards outstanding during the year are as follows:

Number

of awards

2008

Outstanding at the beginning of the year -
Granted during the year 4,357,047
Forfeited during the year 211,324
Vested during the year -
Lapsed during the year 203,312
Outstanding at the end of the year 3,942,411

The 2007 LTIP awards outstanding at the end of the year have a weighted average remaining contractual life of 2.4 years.

2007 CEO Special Award (Special Award)

Grant details

Approved by shareholders at the 2007 Annual General Meeting, the Special Award is a one-off conditional share award granted to the
Chief Executive equal to 700% of his 2007/08 base salary. The Special Award is subject to a three-year performance period. 50% of vested
shares will be released at the end of the performance period with the other 50% being released after a 12 month holding period.

Vesting requirements

Performance requirements: The performance measures applying to the Special Award reflect those applying to the 2007 LTIP with some
elements being more demanding. The Special Award is split into two layers, each of which vests on a different basis. For the first layer
equal to 200% of base salary, 20% will vest for threshold performance and 100% for maximum performance. For the second layer equal
to 500% of base salary, there will be no vesting for threshold performance, but 100% will vest for maximum performance. Vesting in each
layer will be on a straight line basis between these points.

For each layer of the Special Award 50% will vest based on TSR and 50% based on EPS growth, as for the 2007 LTIP. However, for the
TSR part of the Special Award, maximum vesting will require more stretching performance equivalent to upper quintile. This means
outperformance of the mean of the Standard & Poor’s Global 1200 Capital Goods Index constituents by a factor of 1.4 (i.e. 40%).

Service requirements: the general rule is that the award will lapse if the participant leaves employment, although shares may be released
in defined good leaver cases.

Scheme use
The Special Award is a one-off grant at no cost.

Grants made during the year ended 31 March 2008 are detailed below:

Special Award
granted in the

year ended
31 March 2008

Total number of awards granted 1,608,554
Weighted average fair value 204.22p
Exercise price n/a
Expected volatility n/a
Weighted average expected award life 3.5 years
Expected dividend yield 0%
Risk free interest rate n/a
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Details of the Special Award outstanding during the year is as follows:

Number
of awards
2008

Outstanding at the beginning of the year -
Granted during the year 1,608,554
Forfeited during the year -
Vested during the year -
Lapsed during the year -
Outstanding at the end of the year 1,608,554

The Special Award outstanding at the end of the year has a weighted average remaining contractual life of 2.9 years.

Invensys Restricted Share Plan (RSP)

Grant detail

A restricted share plan whereby awards, to be satisfied by the transfer of existing issued shares or in cash, are granted to certain senior
employees at no cost.

Vesting requirement
Performance requirements: awards are not subject to a specific performance condition apart from continued employment throughout the

vesting period.

Service requirements: the general rule is that the award will lapse if the participant leaves employment, although shares may be released
in defined good leaver cases or with the consent of the Remuneration Committee.

Scheme use
The plan is operated predominantly for senior executives in special circumstances, such as recruitment and retention situations.

Grants made during the years ended 31 March 2008 and 31 March 2007 are detailed below:

RSP awards RSP awards

granted in the granted in the

year ended year ended

31 March 2008 31 March 2007

Total number of awards granted 175,001 3,429,051
Weighted average fair value 297.13p 189.65p

Weighted average exercise price n/a n/a

Expected volatility n/a n/a

Weighted average expected award life 2.2 years 2.4 years
Expected dividend yield 0.00% 0.00%

Risk free interest rate n/a n/a

Details of relevant RSP awards (including a separate restricted share award granted to Mr Henriksson under a separate arrangement on
1 June 2004) outstanding during the year are as follows:

Number Number

of awards of awards

2008 2007

Outstanding at the beginning of the year 4,030,072 882,959
Granted during the year 175,001 3,429,051
Forfeited during the year 565,083 51,764
Vested during the year 827,427 230,174
Lapsed during the year - -
Outstanding at the end of the year 2,812,563 4,030,072

The RSP awards outstanding at the end of the year have a weighted average remaining contractual life of 1.1 years (2007: 1.7 years).

Turnaround Bonus Overlay Plan (TBOP)

Grant details

The Company introduced the TBOP in 2005/06 under which executives have the opportunity to receive a supplemental bonus of up to
100% of their base salary in respect of the relevant financial year to be paid in shares upon reaching specified target levels of
performance. The TBOP operates in addition to the existing Executive Bonus Plan (EBP). Any bonuses earned under the TBOP (the
Overlay Bonus) are payable in shares with 50% of the shares awarded being released following the first anniversary of those shares being
awarded and the other 50% being released following the second anniversary.

Vesting requirements

Performance requirements: the amount of the Overlay Bonus (which in turn determines the level of the award) is set by reference to the
performance targets specified for the executive in the EBP.
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29 Share-based payment plans (continued)
Plans for senior employees (continued)

Service requirements: release of the shares is generally subject to continued employment at the relevant date although shares may be

released early in defined good leaver cases or with the consent of the Remuneration Committee.

Scheme use

The first grant under the TBOP was made on 1 June 2006. It was originally anticipated that the TBOP would be operated up to and
including the financial year 2007/08. However, as a result of the changes made to the annual incentive arrangements for 2007/08
onwards (as detailed in the Remuneration report), the TBOP ceased to be operated one year early. The final awards under the TBOP

were granted in the year ended 31 March 2008 in respect of the financial year 2006/07.

Grants made during the years ended 31 March 2008 and 31 March 2007 are detailed below:

TBOP awards
granted in the

TBOP awards
granted in the

year ended year ended

31 March 2008 31 March 2007

Total number of awards granted 1,238,613 1,584,366

Exercise price n/a n/a

Expected volatility n/a n/a

Weighted average expected award life 1.5 years 1.5 years

Expected dividend yield n/a n/a

Risk free interest rate n/a n/a
Details of relevant TBOP awards outstanding during the year are as follows:

Number of Number of

awards awards

2008 2007

Outstanding at the beginning of the year 1,471,882 -

Granted during the year 1,238,613 1,584,366

Forfeited during the year 67,213 112,484

Vested during the year 830,449 -

Lapsed during the year - -

Outstanding at the end of the year 1,812,833 1,471,882

The TBOP awards outstanding at the end of the year have a weighted average remaining contractual life of 0.5 years (2007: 0.7 years)

All employee schemes
Invensys Savings Related Share Option Scheme
Grant details

The Scheme operates in the UK, is based on a savings plan and is offered to eligible full and part-time employees. Options may be
granted at up to a 20% discount to the market price of the Company’s shares immediately preceding the date of invitation. The vesting

period for the options is three, five or seven years.

Vesting requirements

Performance requirements: the Scheme operates in the UK within specific tax legislation and is therefore not subject to performance

conditions other than that a participant is required to complete the savings contract in order to exercise their options.

Service requirements: the general rule is that the option will lapse if the participant leaves employment, although options may be

exercisable for a certain period of time in defined good leaver cases.

Scheme use

The use of the scheme and potential future launches are reviewed on a regular basis. No options were granted under this Scheme

during the years ended 31 March 2008 or 31 March 2007.

Details of relevant options outstanding during the year are as follows:

2008 2007
Weighted Weighted
average average
Number of exercise Number of exercise
share options price (p) share options price (p)
Outstanding at the beginning of the year 898,443 242.03 1,293,679 298.15
Granted during the year - n/a - n/a
Forfeited during the year 6,555 887.80 100,667 215.95
Exercised during the year 564,390 130.77 16,414 130.77
Lapsed during the year 216,431 415.16 278,155 519.14
Outstanding at the end of the year 111,067 431.93 898,443 242.03
Exercisable at the end of the year 5,763 130.77 7,897 130.77
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Range of exercise prices for options outstanding at the end of the year

Weighted
Weighted average
average remaining
Number of exercise contractual
share options price (p) life (years)

2008
130.77p to 387.03p 101,273 372.44 0.9
810.05p to 2,386.96p 9,794 1,047.00 0.8
111,067 431.93 0.9

2007
130.77p to 387.03p 851,828 203.43 1.0
810.05p to 2,386.96p 46,615 947.41 0.9
898,443 242.03 0.9

Invensys Overseas Savings Related Share Option Scheme
Grant details

The Scheme operates in a number of overseas countries where it has proved advantageous and practicable based on the numbers of
eligible employees and local legal and tax requirements. It is based on a savings plan and is offered to eligible full and part-time employees.

Options may be granted at up to a 20% discount to the market price of the Company’s shares immediately preceding the date

of invitation.

Vesting requirements

Performance requirements: there are no performance conditions, other than that a participant is required to complete the savings

contract in order to exercise their options.

Service requirements: the general rule is that the option will lapse if the participant leaves employment, although options may be

exercisable for a certain period of time in defined good leaver cases.

Scheme use

The use of the Scheme and potential future launches are reviewed on a regular basis. No options were granted under this Scheme

during the years ended 31 March 2008 or 31 March 2007.

2008
Weighted Weighted
average average
Number of exercise Number of exercise
Total number of awards granted share options price (p) share options price (p)
Outstanding at the beginning of the year 237,221 462.89 634,881 771.25
Granted during the year - n/a - n/a
Forfeited during the year - n/a 16,795 592.54
Exercised during the year - n/a - n/a
Lapsed during the year 215,053 391.62 380,865 1,015.88
Outstanding at the end of the year 22,168 387.03 237,221 462.89
Exercisable at the end of the year - n/a 3,989 387.03
Range of exercise prices for options outstanding at the end of the year

Weighted
Weighted average
average remaining
Number of exercise contractual
share options price (p) life (years)

2008
387.03p 22,168 387.03 0.5
810.05p - - -
22,168 387.03 0.5

2007
387.03p 234,888 387.03 0.4
810.05p 2,333 810.05 0.5
237,221 462.89 0.4
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

29 Share-based payment plans (continued)

All employee schemes (continued)
Measurement of fair value

An ‘adjusted market value’ method of valuation, based on market value at grant date and market-based performance conditions has
been used to calculate the fair value of all awards granted during the year.

Share-based payment expense

The Group recognised total expenses of £10 million (2007: £12 million) related to share-based payment transactions during the year,
of which £8 million (2007: £10 million) related to equity-settled and £2 million (2007: £2 million) related to cash-settled transactions.
The carrying amount of the liability relating to the cash-settled awards at 31 March 2008 is £3 million (2007: £1 million).

30 Commitments and contingencies
Capital expenditure

Capital expenditure for property, plant and equipment contracted at the balance sheet date but for which no provision has been

made in the accounts amounted to £1 million (2007: £2 million).

Operating leases

The Group has entered into commercial leases on certain land and buildings, motor vehicles and items of plant and equipment. Land
and buildings leases are generally subject to periodic rent reviews. Some leases have renewal options. These are at the option of the

Group, sometimes subject to a minimum notice period. In some cases rent escalations are set out in the lease contract. There are no
material contingent rents payable. No significant restrictions are placed upon the Group by entering into these leases.

Operating lease payments

2008

2007

£m £m
Minimum lease payments 32 41
Sublease payments ) 3)
Operating lease payments 30 38
Operating lease commitments
Future minimum rentals payable under non-cancellable operating leases are as follows:
Land and Land and
buildings Other Total buildings Other Total
2008 2008 2008 2007 2007 2007
£m £m £m £m £m £m
Not later than one year 27 5 32 33 6 39
After one year but not more than five years 74 5 79 95 10 105
Later than five years 72 - 72 76 - 76
173 10 183 204 16 220
The total of future minimum sublease payments expected to be received under non-cancellable subleases at 31 March 2008 is
£19 million (2007: £15 million).
Obligations under finance leases
At 31 March 2008 future minimum payments due under finance leases and similar hire purchase arrangements together with the
present value of the net minimum lease payments are as follows:
2008 2007
Present Present
Minimum value of Minimum value of
lease minimum lease minimum
payments payments payments payments
£m £m £m £m

Payable not later than one year

1

1

1

1

Total gross payments

1

1

1

Less: finance charges allocated to future periods

Present value of finance lease obligations

1

Amount due for settlement within 12 months
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There are no future minimum sublease payments expected to be received under non-cancellable subleases at 31 March 2008
(2007: £1 million).

The Group leases a small proportion of its plant and equipment under finance leases, but does not currently have any significant finance
lease arrangements. The average effective borrowing rate for the year ended 31 March 2008 was 8% (2007: 7%). The fair value of the
Group’s lease obligations approximates to their carrying amount.

The Group’s finance lease liabilities are secured against the assets to which they relate.

Contingent liabilities

Group companies have given performance guarantees to certain subsidiaries (and certain former subsidiaries prior to disposal) in the
normal course of business. Counter-indemnities have been received from purchasers in the case of guarantees given in favour of former
subsidiaries. At the balance sheet date, the directors are not aware of any circumstances that may give rise to a liability to the Group
under these performance guarantees.

In a very limited number of cases, the Group has guaranteed certain borrowings by third parties. At 31 March 2008, the maximum
contingent liability to the Group arising from these guarantees was £3 million (2007: £4 million), being the total amount of such
borrowings outstanding at that date.

No member of the Group is engaged in nor (so far as the directors are aware) has pending, or is threatened by, or has against it any

legal or arbitration proceedings which may have a significant effect on the financial position of the Group.

31 Reconciliation of cash flows

2008 2007

£m £m
Net cash flows from operating activities 51 161
Capital expenditure included within investing activities (58) (75)
Interest paid 55 92
Exceptional finance costs 18 38
Pension contributions on disposal of operations 55 18
Disposal of continuing operations - (6)
Sale of associates - 3)
Taxation paid (operating) 33 20
Legacy items:
— Pension contributions 47 11
— Taxation paid (legacy) 4 3
— Other legacy payments 11 10

62 24
Operating cash flow 216 269
Net finance costs (39) (74)
Exceptional finance costs 18) (38)
Facility fees capitalised within prepayments - (15)
Proceeds on sale of financial assets - 10
Sale of associates - 3
Taxation paid (operating) (33) (20)
Legacy items (62) (24)
Free cash flow' 64 111
Operating cash flow attributable to:
Continuing operations 234 237
Discontinued operations (18) 32

216 269

! Free cash flow excludes pension contributions made from the proceeds on business disposals. Prior year comparatives have been changed accordingly.

The directors consider that the best measure of the Group’s cash performance is free cash flow as calculated above.

Invensys plc Annual report + accounts 2008 119



NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

32 Analysis of business disposals and business combinations

(i) Business disposals

Disposals in the year ended 31 March 2008 relate to the APV business, the Reversing Valves and Safety businesses from within Controls and
the Burco business within Rail Group. The sale of the Reversing Valves business was completed on 23 November 2007. The sales of APV
and the Safety business were completed on 31 December 2007 and the sale of the Burco business completed on 31 March 2008. All four
businesses are classified as discontinued operations. Disposals in the year ended 31 March 2007 relate to the sale of IBS (Invensys Building

Systems business in the US and Asia Pacific), which was classified as a discontinued operation, together with some small disposals of

continuing operations. The aggregate details of these disposals at the date of disposal were as follows:

Discontinued

Total

Discontinued

Continuing

Total

2008 2008 2007 2007 2007
£m £m £m £m £m
Property, plant and equipment 37 37 1 2 13
Intangible assets — goodwill 8 8 7 1 8
Intangible assets — other 5 5 2 - 2
Working capital 68 68 14 3 17
Cash and cash equivalents 19 19 2 - 2
Provisions @ 4 (4) = 4)
Pension liability 3) 3) - - -
Borrowings - - 5) = ()
Net assets divested 130 130 27 6 33
Directly related costs 12 12 8 8
Gain on disposal 170 170 120 - 120
Foreign exchange gain transferred on disposal of operations ™M 1M ) 1M
Curtailments credit — IAS 19 3) 3) - - -
Sale consideration 308 308 154 6 160
Satisfied by:
— cash 308 308 154 6 160
308 308 154 6 160
Net cash flow arising on disposal:
— cash consideration 308 308 154 6 160
— cash costs of disposal (13) (13) (€)) - (€3]
295 295 146 6 152
— cash and cash equivalents disposed of (19) (19) ) - @)
276 276 144 6 150
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(ii) Business combinations

On 1 July 2007 Invensys plc acquired 100% of the share capital of Cimnet, Inc., a Manufacturing Execution System software company
based in Pennsylvania, for a cash consideration of £12 million. The acquisition has been accounted for using the purchase method of
accounting. The Consolidated financial statements include the results of Cimnet for the nine month period from the acquisition date.

The fair value of the identifiable assets and liabilities of Cimnet as at the date of acquisition were:

Previous Fair value
carrying recognised
value on acquisition
£m £m
Property, plant and equipment 0.1 0.1
Intangible assets — other - 3.2
Trade and other receivables 0.8 0.8
Cash and cash equivalents 0.1 0.1
Trade and other payables a1.m a1.m
Net (liabilities)/assets 0.1 3.1
Goodwill arising on acquisition 89
Total acquisition cost 12.0
The total acquisition cost comprised:
— cash paid 11.6
— costs directly attributable to the acquisition 0.4
12.0
Cash outflow on acquisition:
— cash paid (12.0)
— net cash acquired with acquisition 0.1
Net cash outflow (11.9)

Cimnet contributed an operating profit of £0.7 million to the Group for the period from acquisition to 31 March 2008.

If the combination had taken place at the beginning of the year, the Group’s revenue from continuing operations would have increased
to £2,109 million and the operating profit before exceptional items for the Group would have remained at £254 million.

The goodwill recognised above is attributed to the expected synergies and other benefits from combining the assets and activities of
Cimnet with those of the Group.

33 Related party transactions
(i) Remuneration of key management personnel
Key management comprises the executive directors. Remuneration is as follows:

2008 2007

£m £m

Short-term employee benefits 3 2
Post-employment benefits - -
Other long-term benefits - -
Termination benefits - -
Share-based payment 2 1
5 3

Short-term employee benefits comprise salary and benefits earned during the year and bonuses awarded for the year. Post-employment
benefits comprise the cost of pensions and post-retirement benefits.

Full details of individual directors’ remuneration are given in the Remuneration report.
(i) Other related party transactions

There are no other related parties transactions that have a material effect on the financial position or performance of the Group in the
period (2007: none).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

34 Events after the balance sheet date

On 7 May 2008, the Group repaid and cancelled Term Loans due in January 2011 of US$190 million and Euro 75 million. The repayment
of the principal amounts, together with accrued interest, was made out of cash balances. On 8 May 2008, the Group cancelled bonding
facilities of £100 million due for expiry in December 2010. There were no early redemption penalties to be made on either of these

transactions.

35 Exchange rates

Year ended Year ended As at As at

31 March 31 March 31 March 31 March

2008 2007 2008 2007

Average Average Closing Closing

US$ to £1 2.01 1.89 1.99 1.97
Euro to £1 142 147 1.26 147
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF INVENSYS PLC

We have audited the Parent company financial statements (Company
financial statements) of Invensys plc for the year ended 31 March 2008
which comprise the Company balance sheet, Accounting policies and
the related Notes 1 to 13. These Company financial statements have
been prepared under the accounting policies set out therein. We have
also audited the information in the Remuneration report that is
described as having been audited.

We have reported separately on the Group financial statements of
Invensys plc for the year ended 31 March 2008.

This report is made solely to the Company’s members as a body, in
accordance with section 235 of the Companies Act 1985. Our audit
work has been undertaken so that we might state to the Company’s
members those matters we are required to state to them in an auditor’s
report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than
the Company and the Company’s members as a body, for our audit
work, for this report or for the opinions we have formed.

Respective responsibilities of directors and auditors

The directors are responsible for preparing the Annual report, the
Remuneration report and the Company financial statements in
accordance with applicable United Kingdom law and Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)
as set out in the Statement of directors’ responsibilities.

Our responsibility is to audit the Company financial statements and
the part of the Remuneration report to be audited in accordance with
relevant legal and regulatory requirements and International Standards
on Auditing (UK and Ireland).

We report to you our opinion as to whether the Company financial
statements give a true and fair view and whether the Company
financial statements and the part of the Remuneration report to be
audited have been properly prepared in accordance with the Companies
Act 1985 and the information given in the Directors’ report is consistent
with the Company financial statements. We also report to you if, in
our opinion, the Company has not kept proper accounting records,

if we have not received all the information and explanations we
require for our audit, or if information specified by law regarding
directors’ remuneration and other transactions is not disclosed.

We read other information contained in the Annual report and
consider whether it is consistent with the audited Company financial
statements. This other information comprises the Chairman’s statement,
the Chief Executive’s statement, Business review, Corporate social
responsibility statement, Board of directors, Corporate governance
statement, unaudited part of the Remuneration report, Statement of
directors’ responsibilities, Financial summary, listing of Principal
subsidiaries as at 31 March 2008 and Shareholder information. We
consider the implications for our report if we become aware of any
apparent misstatement or material inconsistencies with the Company
financial statements. Our responsibilities do not extend to any

other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards
on Auditing (UK and Ireland) issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to
the amounts and disclosures in the Company financial statements and
the part of the Remuneration report to be audited. It also includes an
assessment of the significant estimates and judgements made by the
directors in the preparation of the Company financial statements, and
of whether the accounting policies are appropriate to the Company’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide
us with sufficient evidence to give reasonable assurance that the
Company financial statements and the part of the Remuneration
report to be audited are free from material misstatement, whether
caused by fraud or other irregularity or error. In forming our opinion
we also evaluated the overall adequacy of the presentation of
information in the Company financial statements and the part of

the Remuneration report to be audited.

Opinion
In our opinion:

the Company financial statements give a true and fair view, in
accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the Company’s affairs as at 31 March 2008;
the Company financial statements and the part of the
Remuneration report to be audited have been properly prepared
in accordance with the Companies Act 1985; and

+ the information given in the Directors’ report is consistent with
the Company financial statements.

Ernst & Young LLP
Registered Auditor
London

14 May 2008
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PARENT COMPANY FINANCIAL STATEMENTS

Parent company balance sheet

2008

2007

At 31 March Notes £m £m
Fixed assets
Investments in subsidiary undertakings 3 3,017 3,017
3,017 3,017
Current assets
Debtors: amounts falling due within one year 4 428 -
Cash and short-term deposits 7 6
435 6
Creditors: amounts falling due within one year
— Other creditors 5 (686) (316)
(686) (316)
Net current liabilities (251) (310)
Total assets less current liabilities 2,766 2,707
Creditors: amounts falling due after more than one year
— Long-term borrowings 6 6) (327)
(®) (327)
Pension liability 9 (24) 25)
2,736 2,355
Capital and reserves
Called up share capital 10 80 80
Treasury shares 10, 11 7) -
Share premium account 11 740 740
Capital redemption reserve 11 923 923
Merger reserve 11 927 927
Profit and loss account 11 73 (315)
Shareholders’ funds - equity 2,736 2,355

These accounts were approved by the directors on 14 May 2008 and are signed on their behalf by:

M Jay U C | Henriksson
Chairman Chief Executive
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PARENT COMPANY ACCOUNTING POLICIES

Basis of accounting

These accounts are prepared under the historical cost convention
and in accordance with applicable UK accounting standards.

The policies are consistent with the previous year except for

the adoption of the following new or amended standards and
interpretations:

FRS 29 (IFRS 7) Financial Instruments: Disclosures;

Amendment to FRS (FRS) 26 (IAS 39) Financial Instruments:
Measurement — Recognition and Derecognition;

UITF Abstract 44 (IFRIC Interpretation 11) FRS 20 (IFRS 2) — Group
and Treasury Share Transactions;

UITF Abstract 42 (IFRIC Interpretation 9) Reassessment of
Embedded Derivatives; and

UITF Abstract 41 (IFRIC Interpretation 8) Scope of FRS 20 (IFRS 2).

Adoption of these standards and interpretations has not had any
material effect on the financial statements of the Company.

Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling
at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the rate of
exchange ruling at the balance sheet date.

All exchange differences are included in the profit and loss account
for the year.

Pension costs and other post-retirement benefits

For defined benefit plans, the service cost of providing retirement
benefits to employees during the year is charged to operating
profit or loss in the year. The cost of providing benefits under the
defined benefit schemes is determined separately for each scheme
using the projected unit credit actuarial valuation method. The full
cost of providing amendments to benefits in respect of past service
is also charged to operating profit or loss in the year. The net
surplus or deficit on defined benefit pension schemes is reported
on the balance sheet within the pension asset or liability.

For defined contribution schemes the amount charged to the profit
and loss account in respect of pension costs is the contributions
payable in the year. Differences between contributions payable in
the year and contributions actually paid are shown either as
accruals or prepayments in the balance sheet.

Investments in subsidiary undertakings

Investments in subsidiary undertakings are held at cost less
provisions for impairment where a permanent diminution in value
has been identified.

Borrowing costs
Borrowing costs are recognised as an expense when incurred.

Debt instruments

Borrowings are stated at net proceeds received after deduction of
issue costs. The issue costs of debt instruments are amortised over
the life of the instrument using the effective interest rate method.

Taxation

Deferred tax is recognised in respect of all timing differences that
have originated but not reversed at the balance sheet date where
transactions or events have occurred at that date that will result in
an obligation to pay more tax, or a right to pay less tax, in the
future, with the following exceptions:

(i) provision is made for tax on gains arising from fair value
adjustments of fixed assets or gains on disposal of fixed assets
that have been rolled over into replacement assets only to the
extent that, at the balance sheet date, there is a binding
agreement to dispose of the assets concerned. However, no
provision is made where, on the basis of all available evidence
at the balance sheet date, it is more likely than not that the
taxable gain will be rolled over into replacement assets and
charged to tax only where the replacement assets are sold;
provision is made for deferred tax that would arise on
remittance of the retained earnings of overseas subsidiaries,
associates and joint ventures only to the extent that, at the
balance sheet date, dividends have been accrued as receivable;
and
(iii) deferred tax assets are recognised only to the extent that it is
considered more likely than not that there will be suitable
taxable profits from which the underlying timing differences
can be deducted.

(ii)

Deferred tax is measured at the tax rates that are expected to apply
in the periods in which timing differences reverse, based on tax
rates and laws enacted or substantively enacted at the balance
sheet date. Deferred tax balances are not discounted.

Share-based payment

The Company operates various equity-settled and cash-settled
share schemes. For equity-settled share options, the services
received from employees are measured by reference to the fair
value of the share options. The fair value is calculated at grant date
using the Black-Scholes option pricing model and recognised in the
profit and loss account, together with a corresponding increase in
shareholders’ equity, on a straight-line basis over the vesting
period, based on an estimate of the number of options that will
eventually vest. Vesting conditions, other than market conditions,
are not taken into account when estimating the fair value. Market
conditions are those conditions that are linked to the share price
of the Company.

For equity-settled share award schemes, the fair value is calculated
based on the share price at the grant date and, where applicable,
any market vesting conditions, and expensed over the vesting
period based on the number of shares expected to vest. No
expense is recognised for awards that do not ultimately vest, with
the exception of awards where vesting is conditional upon a market
condition; these are treated as vesting irrespective of whether or
not the market condition is satisfied, provided that all other
performance conditions are met.

For cash-settled share awards, the services received from
employees are measured at the fair value of the liability and
recognised in the profit and loss account on a straight-line basis
over the vesting period. The fair value of the liability is remeasured
at each reporting date and at the date of settlement with changes
in fair value recognised in the profit and loss account.

Treasury shares

Own equity instruments which are reacquired (treasury shares) are
deducted from equity. No gain or loss is recognised in profit or loss
on the purchase, sale, issue or cancellation of the Group’s own
equity instruments. Treasury shares are purchased and held by the
Employee Share Trust to meet future distributions of shares to
employees under the Group’s various share option and share
award schemes.
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NOTES TO THE PARENT COMPANY FINANCIAL STATEMENTS

1 Profit/loss attributable to the Parent company

The profit dealt with in the accounts of the Parent company, Invensys plc, is £374 million (2007: £252 million loss). In accordance
with the exemption granted under section 230 of the Companies Act 1985, a separate profit and loss account for the Company has
not been presented.

2 Auditors’ remuneration

Fees paid to the Company’s auditors for the audit of the financial statements were £0.1 million (2007: £0.1 million).

Fees paid to the Company’s auditors for non-audit services to the Company itself are not disclosed in the Parent company financial
statements of Invensys plc because the company’s Group financial statements are required to disclose such fees on a consolidated basis.

3 Investments in subsidiary undertakings

£m
Cost
At 1 April 2007 3,020
At 31 March 2008 3,020
Amounts written off
At 1 April 2007 (3)
At 31 March 2008 (3)
Net book value
At 1 April 2007 3,017
At 31 March 2008 3,017
Principal subsidiary undertakings at 31 March 2008 are disclosed in Invensys plc Consolidated financial statements on page 139.
4 Debtors: amounts falling due within one year
2008 2007
£m £m
Amounts owed by subsidiary undertakings 428 -
428 —
5 Creditors: amounts falling due within one year
2008 2007
£m £m
Amounts owed to subsidiary undertakings 686 315
Accruals and deferred income - 1
Other creditors 686 316
6 Creditors: amounts falling due after more than one year
2008 2007
£m £m
Bank and other loans 6 327
Long-term borrowings 6 327
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7 Borrowings
(i) Bank and other loans falling due after more than one year

2008 2007
£m £m
Repayable over one but not more than two years 6 327
Total bank and other loans 6 327
Amounts due for settlement after 12 months (long-term borrowings) 6 327

(ii) Loan repayment dates, interest rates and principal terms

Committed
facility Interest
Notes Maturity 2008 rate 2008 2007
£m % £m £m
Other loans

US$ Bonds 2011 1 - - 9.875 - 87
EUR Bonds 2011 1 - - 9.875 - 234
US$ Bonds 2010 2 Jan 2010 6 6.50 6 6
6 6 327

Notes
1. These bonds were repaid in full on 17 March 2008.

2. Senior Notes issued in the United States under Rule 144A of the Securities Act of 1933. The Company has no right to call these Notes prior to maturity but the Notes have been

covenant defeased.

8 Financial instruments

The Company has taken advantage of the exemption under FRS 29, Financial Instruments: Disclosure, for the Parent company accounts.
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NOTES TO THE PARENT COMPANY FINANCIAL STATEMENTS (CONTINUED)

9 Pensions and post-retirement benefits

(i) Pensions and post-retirement benefits

The Company operates one unfunded defined benefit pension scheme. The last full valuation of the scheme on an IAS 19 basis has been
updated to 31 March 2008, to reflect market conditions and material events in the plan.

The Company also belongs to the Invensys Pension Scheme, which is the principal Group scheme covering the majority of UK employees.
The Invensys Pension Scheme is a funded defined benefit scheme. However, the Company is unable to separately identify its share of the
underlying assets and liabilities of the Group’s defined benefit scheme to which it participates on a consistent and reasonable basis and
therefore accounts for this scheme as a defined contribution scheme, in accordance with the provisions of FRS 17. The scheme is
currently in deficit. Details of the deficit are included in Note 25 to the Group financial statements. Pension costs in respect of the
Invensys Pension Scheme represented contributions payable in the year and amounted to £1 million (2007: £1 million). At 31 March
2008, there were no outstanding contributions included in creditors (2007: £nil).

(ii) Unfunded defined benefit scheme
The major assumptions relating to the unfunded scheme are:

2008 2007 2006

% % %
Major assumptions
Rates of increase in salaries 495 4.45 4.15
Rate of increase to pensions in payment' 3.80 3.50 335
Discount rate for scheme liabilities 6.10 5.35 4.95
Inflation rate 3.70 3.20 2.90
' The rate of increase for UK deferred pensions was 3.70% (2007: 3.20%; 2006: 2.90%).
The present value of the unfunded scheme liabilities at the balance sheet date is:
2008 2007 2006
£m £m £m
Present value of liabilities 24 25 24
Pension liability 24 25 24
The movement in the deficit in the unfunded scheme is analysed below:
2008 2007
£m £m
Deficit in scheme at beginning of year 25 24
Current service cost' 1 1
Benefit payments m ()
Other finance charges? 1 1
Actuarial gain’ (%) =
Deficit in scheme at end of year 24 25

' Charged to operating profit.

? Charged to profit before tax.

’ The actuarial gain of £2 million (2007: £nil), which has been recognised in the statement of total recognised gains and losses, is 8% of the present value of the scheme liabilities at
31 March 2008 (2007: nil).

History of amounts recognised in the statement of total recognised gains and losses
The amounts that have been recognised in the statement of total recognised gains and losses for the year are set out below:

2008 2007 2006 2005 2004
Experience losses on scheme liabilities:
— Amount (£m) - 1 - 1 1
— Percentage of scheme liabilities (%) - 4 - 5 5

Contributions - rates for future years

The Company expects to contribute £1 million to its unfunded defined benefit pension scheme in the year to 31 March 2009. Regarding
rates of contributions for future years in respect of the Invensys Pension Scheme, following the triennial valuation of the scheme
(valuation date 30 September 2005) contributions to the scheme will be made at the rate of 16.3% of pensionable salaries up to the
date of the next triennial valuation.
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10 Called up share capital and treasury shares

Authorised and issued share capital

The authorised share capital of the Company at 31 March 2008 was 5,600 million ordinary shares of 10p each (2007: 5,600 million ordinary
shares of 10p each) and 3,500 million deferred shares of 24p each (2007: 3,500 million deferred shares of 24p each).

The issued, allotted and fully paid share capital was as follows:

2008 2007

Number of Number of

shares shares
million £m million £m
Ordinary shares of 10p each 797 80 796 80
797 80 796 80

A reconciliation of the authorised and issued share capital of the Company is as follows:

Issued, Issued,
allotted allotted
and fully and fully
Authorised paid Authorised paid
Number of Number of Share Share
shares shares capital capital
million million £m £m
At 1 April 2007 9,100 796 1,400 80
Issue of ordinary shares of 10p each - 1 - -
At 31 March 2008 9,100 797 1,400 80

Shares reserved for issue under share options and awards
During the year the Company issued 889,349 ordinary shares of 10p each pursuant to the exercise of options under the Invensys Savings
Related Share Option Scheme and 1998 Long Term Incentive Plan (1998 LTIP).

On 1 June 2007 and 18 June 2007, conditional awards over 85,894 shares were granted under the 1998 LTIP. In addition, on 9 August 2007,
14 November 2007 and 7 March 2008 conditional awards over 4,089,507 shares were granted under the 2007 Long Term Incentive Plan
(2007: nil) and on 9 August 2007 1,608,554 shares were granted under the CEO Special Award (2007: nil).

As at 31 March 2008, outstanding executive share options exercisable, subject to the satisfaction of the relevant performance condition,
at various dates between 2008 and 2014 and at various prices between 154.59p and 2,601.17p per ordinary share, and at a weighted
average price of 1,186.47p per ordinary share, were 2,774,940 (2007: 3,110,465).

Outstanding options under the Company’s various savings related share option schemes at 31 March 2008, exercisable at various dates
between 2008 and 2010 and at various prices between 130.77p and 2,386.96p per ordinary share, and at a weighted average price of
424 .46p per ordinary share, were 133,235 (2007: 1,135,664).

Shares held by the Invensys Employee Share Trust

The Invensys No. 2 Employee Benefit Trust (the Trust) was established on 24 April 2007. At 31 March 2008, the Trust held 1,766,545 10p
ordinary shares in Invensys plc with a market value of £4 million. The Trust purchases shares in the market in order to satisfy obligations
under the various share option and share award schemes operated by the Company. All the shares held by the Trust are solely for this
purpose and are distributed to employees in accordance with the terms of the Company’s schemes. Shares held by the Trust are
accounted for as treasury shares and deducted from equity. The movement in treasury shares during the year ended 31 March 2008

is set out below.

Number

of shares £m
At 1 April 2007 - -
Purchase of shares 2,358,745 9
Distribution of shares under share option and share award schemes (592,220) @)
At 31 March 2008 1,766,545 7
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11 Reserves
Share Capital Profit
premium redemption Merger Treasury and loss
account reserve reserve shares account
£m £m £m £m £m
At 1 April 2007 740 923 927 - (315)
Share-based payment - - - - 5
Actuarial gain on pension liability - - - - 2
Purchase of own shares by Employee Share Trust - - - (€)) 9
Distribution of own shares under share-based payment arrangements - - - 2 )
Profit for the financial year - - - - 374
At 31 March 2008 740 923 927 (7) 73

The directors consider that £1,373 million of the profit and loss account of Invensys plc is non-distributable, as it arises from the profit
on transfer of Group companies to other Group companies where there was no qualifying consideration.

12 Commitments and contingencies
Operating leases
The Company has no operating lease obligations.

Contingent liabilities
The company has given performance guarantees to certain subsidiaries (and certain former subsidiaries prior to disposal) in the normal
course of business. Counter-indemnities have been received from purchasers in the case of guarantees given in favour of former subsidiaries.

These performance guarantees include guarantees in respect of lease obligations. As at 31 March 2008, provisions in the Group accounts
included £8 million (2007: £9 million) in respect of leases guaranteed by the Company.

At the balance sheet date, the directors are not aware of any circumstances that may give rise to a liability to the Company under
performance guarantees.

The Company is not engaged in nor (so far as the directors are aware) has pending, or is threatened by, or has against it any legal or
arbitration proceedings which may have a significant effect on its financial position.
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13 Share-based payment plans

The Company operates various share schemes under which options and awards have been granted and are outstanding as detailed below:

Plans for senior employees

Executive share options

Invensys 1998 Senior Executive Share Option Scheme
Grant details

An executive share option scheme under which options have been granted to directors and senior executives at no cost. Options are
exercisable between the third and tenth anniversary of the grant date at a price equal to the average middle market quoted price of the
Company’s shares over the five dealing days which precede the date of grant. Options are satisfied by the issue of new shares or in the

case of awards granted as share appreciation rights, in cash.

Vesting requirements

Performance requirements: (a) for grants made prior to 25 July 2001, earnings per share (EPS) performance of RPI + 12% over a three-year
period to be applied each year until the earlier of when the condition is met or the measurement period the last financial year of which is
the year preceding that in which the option will lapse; (b) for grants made between 25 July 2001 and 16 June 2002 EPS of RPI + 12% in the
three years after grant or EPS of RPI + 16% in the four years after grant or EPS of RPI + 20% in the five years after grant, failing which the
option will lapse; and (c) for grants made on 17 June 2002 and after, total shareholder return (TSR) performance against a peer group of
the FTSE100 over a performance period of three, four or five years commencing on the date of grant. 40% will be exercisable if the
median position is achieved, rising to 100% if upper quartile position is achieved. Between these two points the option will vest on a
straight-line basis. If the performance condition is not met in full at the first measurement then it will be retested against the fixed base

in years four and five. If the median position is not achieved by the end of the fifth year the option will lapse.

Service requirements: the general rule is that the option will lapse if the participant leaves employment, although options may be

exercisable for a certain period of time in defined good leaver cases or with the consent of the Remuneration Committee.

Scheme use

The Company does not propose to operate the Scheme, except in the case of recruitment situations, where it may be considered

appropriate. Hence no options were granted during the years ended 31 March 2008 or 31 March 2007.

Details of executive share options outstanding under this scheme including the option granted to Mr Henriksson under a separate

arrangement on 1 June 2004, are as follows:

2008
Weighted Weighted
Number of average Number of average
share exercise share exercise
options price (p) options price (p)
Outstanding at the beginning of the year 702,496 336.41 1,047,182 516.07
Granted during the year - n/a - n/a
Forfeited during the year - n/a 273,994 751.95
Exercised during the year - n/a - n/a
Lapsed during the year 23,351 846.59 70,692 1,405.83
Outstanding at the end of the year 679,145 313.53 702,496 336.41
Exercisable at the end of the year 679,145 313.53 327,983 351.93
Range of exercise prices for options outstanding at the end of the year

Weighted
Weighted average
average remaining
Number of exercise contractual
share options price (p) life (years)

2008
154.59p 535,290 154.59 6.2
579.12p 52,451 579.12 4.7
903.14p to 1,213.72p 91,404 1,091.90 36
679,145 313.53 5.7

2007
154.59p 535,290 154.59 7.2
579.12p 52,451 579.12 5.7
903.14p to 1,530.08p 114,755 1,073.58 2.2
702,496 336.41 6.7

Invensys plc Annual report + accounts 2008 131



NOTES TO THE PARENT COMPANY FINANCIAL STATEMENTS (CONTINUED)

13 Share-based payment plans (continued)

Long-term incentives

Invensys 1998 Senior Executive Long Term Incentive Plan (LTIP)

Grant details

A long-term incentive plan under which awards are granted to executive directors and senior executives at no (or nominal) cost.
Depending on the country in which the participant is resident the award would be delivered using one of the following mechanisms:
(@) a nominal price option award which is a right to acquire shares for a nominal payment (unless the Company determines otherwise);
(b) a conditional share award; or (c) a cash award (granted in respect of a notional number of shares). Awards are normally subject to
a three year performance period, commencing on the date of award, followed by a retention period. For awards granted prior to 22 July
2005 the retention period was two years; for awards made on or after 22 July 2005, 50% of any shares vesting on satisfaction of the
performance requirements will be released at the end of the performance period with the other 50% being deferred for one year.

Vesting requirements

Performance requirements:

TSR test

TSR ranked against a peer group, selected at the discretion of the Remuneration Committee (with no retesting opportunities). TSR must
rank at the median position (when the peer group is ranked in descending order of TSR) in order for 25% of the shares subject to the
award to be available (subject to the retention period), rising to 100% of the shares if the upper decile position is achieved. Between
these positions, the number of shares will be calculated on a straight-line basis. If at least median position is not achieved the whole
award will lapse. The peer groups selected for the relevant awards are as follows:

» awards granted prior to 22 July 2005: the companies that comprised the FTSE Mid 250 Index on the date of grant; and
» awards granted on or after 22 July 2005: ABB, Eaton, Emerson, GE, Honeywell, Johnson Controls, Rockwell, Schlumberger, Schneider,
Siemens, Smiths Group and Yokogawa.

Overall performance test

The Remuneration Committee must be satisfied that: (a) for awards granted prior to 22 July 2005 there has been a sustained delivery over
the performance period, regarding the trading performance of continuing operations, disposal proceeds and reduction in Group
indebtedness; (b) for awards granted on or after 22 July 2005 that two underpins have been met: (1) achievement of stretching internal
free cash flow targets; and (2) efficient management of legacy liability items; and (c) for awards granted on or after 1 June 2006 that two
underpin tests have been met: (1) relating to the successful completion of the 2006 Refinancing and in addition that there has been a
sustained improvement in the underlying financial performance of the Group; and (2) efficient management of legacy liability items.

Service requirements: the general rule is that the award will lapse if the participant leaves employment, although shares may be released
in defined good leaver cases or with the consent of the Remuneration Committee after the completion of the first two years of the
performance period.

Scheme use

Given that no further awards can be granted under the LTIP after July 2008, a new share-based long-term incentive plan, known as the
2007 Long Term Incentive Plan has been established and was approved by shareholders at the 2007 Annual General Meeting. Details of
this new scheme are given below.

Grants made during the years ended 31 March 2008 and 31 March 2007 are detailed below:

LTIP awards LTIP awards

granted in the granted in the

year ended year ended

31 March 2008 31 March 2007

Total number of awards granted - 1,816,416
Weighted average fair value n/a 91.59p

Exercise price n/a n/a

Expected volatility n/a n/a

Weighted average expected award life n/a 3.5 years
Expected dividend yield n/a 0.00%

Risk free interest rate n/a n/a
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Details of relevant LTIP awards outstanding during the year are as follows:

Number of Number of

awards awards

2008 2007

Outstanding at the beginning of the year 5,749,071 5,530,273
Granted during the year - 1,816,416
Transferred in from other Group companies 733,601 -
Forfeited during the year 399,335 1,329,286
Vested during the year 20,073 -
Lapsed during the year 257,376 268,332
Outstanding at the end of the year 5,805,388 5,749,071

The LTIP awards outstanding at the end of the year have a weighted average remaining contractual life of 1.1 years (2007: 2.4 years).

Invensys 2007 Senior Executive Long Term Incentive Plan (2007 LTIP)

Grant details

A long-term incentive plan under which awards are granted to executive directors and senior executives at no (or nominal) cost.
Depending on the country in which the participant is resident the award would be delivered using one of the following mechanisms:
(@) a nominal price option award which is a right to acquire shares for a nominal payment (unless the Company determines otherwise);
(b) a conditional share award: or (c) a cash award (granted in respect of a nominal number of shares). Awards are normally subject to
a three year performance period, commencing on the date of award. There is no retention period.

Vesting requirement

Performance requirements: Awards will be subject to two independent performance conditions. For executive directors (a) 50% of an
award will be based on growth in the Company’s TSR relative to the constituent companies of the Standard & Poor’s Global 1200 Capital
Goods Index; and (b) 50% of an award will be based on the compound annual growth rate in the Group’s Earnings Per Share. For all other
participants (a) 35% of an award will be based on growth in the Company’s TSR relative to the constituent companies of the Standard &
Poor’s Global 1200 Capital Goods Index; and (b) 35% of an award will be based on the compound annual growth rate in the Group’s
Earnings Per Share. There are no performance conditions applying to the remaining 30% of an award. In addition, the Remuneration
Committee retains discretion to ensure that, as a condition for vesting of shares, the underlying overall performance of the Group must
be satisfactory.

Service requirements: the general rule is that the award will lapse if the participant leaves employment, although shares may be released
in defined good leaver cases.

Scheme use
The 2007 LTIP is used as the Company’s main share-based long term incentive plan under which share awards are granted.

Grants made during the year ended 31 March 2008, the first year during which 2007 LTIP awards were granted, are detailed below:

LTIP awards

granted in the

year ended

31 March 2008

Total number of awards granted 1,616,395
Weighted average fair value 241.43p

Exercise price n/a

Expected volatility n/a

Weighted average expected award life 3.0 years
Expected dividend yield 0.00%

Risk free interest rate n/a

Details of relevant 2007 LTIP awards outstanding during the year are as follows:

Number

of awards

2008

Outstanding at the beginning of the year -
Granted during the year 1,616,395
Transferred in from other Group companies 19,423
Forfeited during the year -
Vested during the year -
Lapsed during the year -
Outstanding at the end of the year 1,635,818

The 2007 LTIP awards outstanding at the end of the year have a weighted average remaining contractual life of 2.4 years.
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13 Share-based payment plans (continued)

2007 CEO Special Award (Special Award)

Grant details

Approved by shareholders at the 2007 Annual General Meeting, the Special Award is a one-off conditional share award granted to the
Chief Executive equal to 700% of his 2007/08 base salary. The Special Award is subject to a three year performance period. 50% of vested
shares will be released at the end of the performance period with the other 50% being released after a 12 month holding period.

Vesting requirements

Performance requirements: The performance measures applying to the Special Award reflect those applying to the 2007 LTIP with some
elements being more demanding. The Special Award is split into two layers, each of which vests on a different basis. For the first layer equal
to 200% of base salary, 20% will vest for threshold performance and 100% for maximum performance. For the second layer equal to 500%

of base salary, there will be no vesting for threshold performance, but 100% will vest for maximum performance. Vesting in each layer will
be on a straight line basis between these points.

For each layer of the Special Award 50% will vest based on TSR and 50% based on EPS growth, as for the 2007 LTIP. However, for the

TSR part of the Special Award, maximum vesting will require more stretching performance equivalent to upper quintile. This has been
calculated by the advisors to the Remuneration Committee as outperformance of the mean of the Standard & Poor’s Global 1200 Capital
Goods Index constituents by a factor of 1.4 (i.e. 40%).

Service requirements: the general rule is that the award will lapse if the participant leaves employment, although shares may be released
in defined good leaver cases.

Scheme use
The Special Award is a one-off grant at no cost.

Grants made during the year ended 31 March 2008 are detailed below:

Special Award
granted in the

year ended
31 March 2008

Total number of awards granted 1,608,554
Weighted average fair value 204.22p
Exercise price n/a
Expected volatility n/a
Weighted average expected award life 3.5 years
Expected dividend yield 0.00%
Risk free interest rate n/a

Details of the Special Award outstanding during the year is as follows:

Number
of awards
2008

Outstanding at the beginning of the year -
Granted during the year 1,608,554
Forfeited during the year -
Vested during the year -
Lapsed during the year -
Outstanding at the end of the year 1,608,554

The Special Award outstanding at the end of the year has a weighted average remaining contractual life of 2.9 years.

Invensys Restricted Share Plan (RSP)

Grant details

A restricted share plan whereby awards, to be satisfied by the transfer of existing issued shares or in cash, are granted to certain senior
employees at no cost.

Vesting requirements
Performance requirements: awards are not subject to a specific performance condition apart from continued employment throughout the
vesting period.

Service requirements: the general rule is that the award will lapse if the participant leaves employment, although shares may be released
in defined good leaver cases or with the consent of the Remuneration Committee.

Scheme use
The plan is operated predominantly for senior executives in special circumstances, such as recruitment and retention situations.

134 Invensys plc Annual report + accounts 2008



Grants made during the years ended 31 March 2008 and 31 March 2007 are detailed below:

RSP awards RSP awards

granted in the granted in the

year ended year ended

31 March 2008 31 March 2007

Total number of awards granted - 554,116
Weighted average fair value n/a 188.44p

Weighted average exercise price n/a n/a

Expected volatility n/a n/a

Weighted average expected award life n/a 2.6 years
Expected dividend yield n/a 0%

Risk free interest rate n/a n/a

Details of relevant RSP awards (including the restricted share award granted to Mr Henriksson under a separate arrangement on 1 June
2004) outstanding during the year are as follows:

Number of Number of

awards awards

2008 2007

Outstanding at the beginning of the year 875,290 535,290
Granted during the year - 554,116
Transferred in from other Group companies 297,351 -
Forfeited during the year - -
Vested during the year 214,116 214,116
Lapsed during the year - -
Outstanding at the end of the year 958,525 875,290

The RSP awards outstanding at the end of the year have a weighted average remaining contractual life of 1.0 years (2007: 1.4 years).

Turnaround Bonus Overlay Plan (TBOP)

Grant details

The Company introduced the TBOP in 2005/06 under which executives have the opportunity to receive a supplemental bonus of up to
100% of their base salary in respect of the relevant financial year to be paid in shares upon reaching specified target levels of
performance. The TBOP operates in addition to the existing Executive Bonus Plan (EBP). Any bonuses earned under the TBOP (the
Overlay Bonus) are payable in shares with 50% of the shares awarded being released following the first anniversary of those shares being
awarded and the other 50% being released following the second anniversary.

Vesting requirements
Performance requirements: the amount of the Overlay Bonus (which in turn determines the level of the award) is set by reference to the
performance targets specified for the executive in the EBP.

Service requirements: release of the shares is generally subject to continued employment at the relevant date although shares may be
released early in defined good leaver cases or with the consent of the Remuneration Committee.

Scheme use

The first grant under the TBOP was made on 1 June 2006. It was originally anticipated that the TBOP would be operated up to and
including the financial year 2007/08. However, as a result of the changes made to the annual incentive arrangements for 2007/08
onwards (as detailed in the Remuneration report), the TBOP ceased to be operated one year early. The final awards under the TBOP
were granted in the year ended 31 March 2008 in respect of the financial year 2006/07.

Grants made during the years ended 31 March 2008 and 31 March 2007 are detailed below:

TBOP awards TBOP awards
granted in the granted in the

year ended year ended

31 March 2008 31 March 2007

Total number of awards granted 497,140 711,839
Exercise price n/a n/a
Expected volatility n/a n/a
Weighted average expected award life 1.5 years 1.5 years
Expected dividend yield n/a n/a
Risk free interest rate n/a n/a
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13 Share-based payment plans (continued)
Details of relevant TBOP awards outstanding during the year are as follows:

Number of Number of

awards awards

2008 2007

Outstanding at the beginning of the year 711,839 -
Granted during the year 497,140 711,839
Transferred in from Group companies 15,833 -
Forfeited during the year - -
Vested during the year 355,917 -
Lapsed during the year - -
Outstanding at the end of the year 868,895 711,839

The TBOP awards outstanding at the end of the year have a weighted average remaining contractual life of 0.5 years (2007: 0.7 years).

All employee schemes
Invensys Savings Related Share Option Scheme
Grant details

The Scheme operates in the UK, is based on a savings plan and is offered to eligible full and part-time employees. Options may be
granted at up to a 20% discount to the market price of the Company’s shares immediately preceding the date of invitation. The vesting

period for the options is three, five or seven years.

Vesting requirements

Performance requirements: the Scheme operates in the UK within specific tax legislation and is therefore not subject to performance
conditions other than that a participant is required to complete the savings contract in order to exercise their options.

Service requirements: the general rule is that the option will lapse if the participant leaves employment, although options may be

exercisable for a certain period of time in defined good leaver cases.

Scheme use

The use of the scheme and potential future launches are reviewed on a regular basis. No options were granted under this Scheme during

the years ended 31 March 2008 or 31 March 2007.

Details of relevant options outstanding during the year are as follows:

2008 2007
Weighted Weighted
Number of average Number of average
share exercise share exercise
options price (p) options price (p)
Outstanding at the beginning of the year 5,968 130.77 10,558 242.20
Granted during the year - n/a - n/a
Forfeited during the year - n/a 2,295 387.03
Exercised during the year 3,889 130.77 - n/a
Lapsed during the year 2,079 130.77 2,295 387.03
Outstanding at the end of the year - n/a 5,968 130.77
Exercisable at the end of the year - n/a 1,989 130.77

Measurement of fair value

An ‘adjusted market value’ method of valuation, based on market value at grant date and market-based performance conditions has

been used to calculate the fair value of all awards granted during the year.

Share-based payment expense

The Company recognised total expenses of £5 million (2007: £3 million) related to equity-settled share-based payment transactions

during the year.
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FINANCIAL SUMMARY

Summary Consolidated income statement

2008 2007 2006 2005 2004
IFRS IFRS IFRS IFRS UK GAAP
(note i) (note i) (note i) (note i) (notes i, ii)
For the year ended 31 March £m £m £m £m £m
Revenue 2,108 1,999 1,919 1,865 3,891
Operating expenses before exceptional items (1,854) (1,783) (1,746) (1,716) (3,674)
Operating profit before exceptional items 254 216 173 149 217
Exceptional items 62 27) 41) (175) (301)
Goodwill amortisation (UK GAAP) - - - - (53)
Operating profit/(loss) 316 189 132 (26) (137)
Loss on disposal of operations (UK GAAP) - - - - (96)
Foreign exchange (losses)/gains @n 35 (33) 16 -
Exceptional finance costs (36) (67) - - -
Finance costs (63) (82) (150) (156) (125)
Finance income 18 16 31 19 13
Other finance charges — IAS 19/FRS 17 (15) (10 ) (15) (23)
Profit/(loss) before taxation 199 81 (25) (162) (368)
Taxation (charge)/credit (30) (20) (10) 13 35
Profit/(loss) after taxation — continuing operations 169 61 (35) (149) (333)
Profit after taxation — discontinued operations 167 148 57 43 -
Profit/(loss) for the year 336 209 22 (106) (333)
Attributable to:
Equity holders of the parent 334 207 19 (95) (328)
Minority interests 2 2 3 an 5)
336 209 22 (106) (333)
Summary Consolidated balance sheet
2008 2007 2006 2005 2004
IFRS IFRS IFRS IFRS UK GAAP
(notes ii, iii)
As at 31 March £m £m £m £m £m
Property, plant and equipment 282 314 348 434 660
Intangible assets — goodwill 215 206 222 310 478
Intangible assets — other 92 90 81 83 -
589 610 651 827 1,138
Net trading (liabilities)/assets (note iv) 6) (66) 23) 84 156
Net cash/(debt) 73 (166) (752) (802) (986)
Deferred taxation 6 1 9) an (6)
Net pension liability (218) (522) (489) (574) (606)
444 (143) (622) (476) (304)
Net assets held for sale 2 3 29 - -
446 (140) (593) (476) (304)
Equity holders of parent 377 (200) (659) (609) (469)
Minority interests 69 60 66 133 165
446 (140) (593) (476) (304)

Notes

(i) The income statements for 2008, 2007, 2006 and 2005 are presented under IFRS and for 2004 under UK GAAP. Therefore for 2008, 2007, 2006 and 2005 all income
statement line items from revenue to profit/(loss) after taxation relate to continuing operations and the result from discontinued operations is separately disclosed on the

face of the income statement. For 2004 all line items relate to total Group.

(i) The nature of the main adjustments that would make 2004 comply with IFRS are as follows:
(a) reclassification of the income statement on a line by line basis for discontinued operations and disclosing the total amount for discontinued operations on the line

entitled ‘Profit after taxation — discontinued operations’ in compliance with IFRS 5;
(b) reversal of goodwill amortisation, and of amounts in respect of recycling of goodwill in reserves related to businesses disposed in the period;

(c) capitalisation of development costs that would be capitalised on the balance sheet under IAS 38 criteria; and

(d) recognition of foreign exchange gains and losses on unhedged net debt (recorded directly in equity under UK GAAP).

(iii) The balance sheet for 2004 is presented under UK GAAP. The nature of the main adjustments that would make this period comply with IFRS are as follows:

(a) capitalisation of development costs that would be capitalised on the balance sheet under IAS 38 criteria;

(b) recognition of finance leases on the balance sheet, previously treated as operating leases under UK GAAP;

(c) recognition of full provision for vacation pay under IAS 19; and
(d) increase in capitalised goodwill due to reversal of goodwill amortisation in the income statement.

(iv) Includes fixed asset investments.

Invensys plc Annual report + accounts 2008 137



FINANCIAL SUMMARY (CONTINUED)

Summary Consolidated cash flow statement

2008 2007 2006 2005 2004

IFRS IFRS IFRS IFRS UK GAAP
(Note i)
£m £m £m £m £m
Operating profit before exceptional items — continuing 254 216 173 149 n/m
Operating profit before exceptional items — discontinued 14 29 38 35 n/m
Operating profit before exceptional items — total Group 268 245 211 184 217
Depreciation 47 52 57 69 110
Amortisation 19 14 14 13 -
Purchase of property, plant and equipment 37) (46) 44) (58) (126)
Expenditure on intangible assets — other @n (26) 22) 18) -
Sale of property, plant and equipment 1 4 2 2 4
Non-cash charge for share-based payment 8 10 8 2 -
Pension cost 38 40 44 48 52
Pension contributions (38) (40) (44) (48) (52)
Working capital movement (38) 37 50 51 (53)
Restructuring, product recall and financing cost cash spend (€} @1 (48) (57) (56)
Operating cash flow — continuing 234 237 187 165 n/m
Operating cash flow — discontinued (18) 32 41 23 n/m
Operating cash flow — total Group 216 269 228 188 96
Net finance costs (39) (74) (110) (113) (119)
Exceptional finance costs (18) (38) - - -
Transfer of facility costs (to)/from prepayments - (15) - 2 (25)
Sale of associates - 3 - - -
Sale of trade investments - 10 - - 7
Operating taxation paid (33) (20) (18) (36) (24)
Legacy pension contributions (47) an (130) (67) (131)
Other legacy payments (15) (13) (29 (98) 311)
Free cash flow' 64 11 (59) (124) (507)
Dividends paid m 3) 4 14) )
Net cash inflow from acquisitions, disposals, fundamental
reorganisation costs and closure costs 264 154 183 350 454
Pension contributions from disposal proceeds (55) (18) (16) (16) =
Share (purchases)/issues (13) 323 - - 448
Amortisation of facility fees within debt an (25) @) @) -
Currency movement ) 49 (52) 6 177
Movement in net debt 239 591 45 195 570
Opening net debt (166) (757) (802) (997) (1,556)
Closing net cash/(debt) 73 (166) (757) (802) (986)
Note

(i) The Consolidated cash flow statements for 2004 are presented under UK GAAP. The differences between UK GAAP and IFRS have no net impact on the cash flows generated.
In total, net debt would be adjusted for recognition of finance leases on the balance sheet, previously treated as operating leases under UK GAAP.

2008 2007 2006 2005 2004
Other key data
Orders — continuing operations® (£m) 2,036 2,101 2,069 1,909 3,434
Operating margin® — continuing operations (%) 12.0 10.8 9.0 8.0 n/m
Operating margin® — total Group (%) 10.6 9.5 7.8 6.3 5.6
Net finance cost cover® (times) 5.6 33 1.5 1.1 n/m
Earnings/(loss) per share (basic) — continuing operations (p) 21.1 8.2 (5.7) (22.3) n/m
Underlying earnings per share (basic)’ — continuing operations (p) 17.0 12.6 0.3) (25.0) n/m
Number of employees at year end — total Group 22,928 27,313 28,434 33,987 39,618
Share price — high (p) 428 305 222 203 337
Share price — low (p) 186 167 93 105 90
Share price — at year end (p) 225 291 215 145 182
Number of ordinary shares in issue at year end (million) 797 796 609 609 609

! Free cash flow excludes pension contributions made from the proceeds on business disposals. Prior year comparatives have been changed accordingly.
? Orders have not been restated to be consistent with the income statement.

* Before exceptional items.

* Net finance cost cover is measured as the number of times operating profit before exceptional items covers net finance cost.

* Before exceptional finance costs, foreign exchange gains and losses and PPP settlement credit.

n/m — not meaningful
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PRINCIPAL SUBSIDIARIES AS AT 31 MARCH 2008

Principal subsidiary undertakings and their country of incorporation Rail Group

are shown below. A complete list of all subsidiary undertakings will

be filed with the Company’s annual return.

Holding Companies
Curzon Estates Limited

Invensys Australia Corporate Pty Ltd

Invensys Canada Finance Inc
Invensys Deutschland GmbH
Invensys Group Limited
Invensys Holdings France SAS
Invensys Holdings Limited
Invensys Iberica SA

Invensys Inc

Invensys International Holdings Limited

Invensys Luxembourg SARL
Invensys USA Finance Inc

Process Systems
Foxboro-Eckardt GmbH
Invensys India Private Limited*
Invensys Korea Limited
Invensys Middle East FZE
Invensys Process Systems
(Australia) Pty Limited
Invensys Process Systems (S)
Pte Limited
Invensys Systems Argentina Inc
Invensys Systems Brasil Ltda
Invensys Systems Canada Inc
Invensys Systems France SAS
Invensys Systems Inc
Invensys Systems Italia SpA
Invensys Systems Mexico SA
Invensys Systems N.V.
Invensys Systems NV/SA
Invensys Systems (UK) Limited
Shanghai Foxboro Co Limited
(70% owned)

Eurotherm

Eurotherm Automation SAS
Eurotherm Deutschland GmbH
Eurotherm Espana SA
Eurotherm Inc

Eurotherm India Pvt Ltd
Eurotherm Korea Limited
Eurotherm Limited

Eurotherm Limited

Eurotherm Srl

England & Wales
Australia
Canada
Germany
England & Wales
France

England & Wales
Spain

USA

England & Wales
Luxembourg
USA

Germany

India

Korea

United Arab Emirates
Australia

Singapore

USA

Brazil
Canada
France

USA

Italy

Mexico
Netherlands
Belgium
England & Wales
China

France

Germany

Spain

USA

India

Korea

England & Wales
Hong Kong

Italy

Dimetronic SA

Safetran Systems Corporation

Westinghouse Brake and Signal
Holdings Limited

Westinghouse Rail Systems
Australia Pty Limited

Controls

Eberle Controls GmbH

Electronika Slovensko AS

Eliwell Controls Srl

IMServ Europe Limited

Invensys (Qingdao) Controls
Company Limited

Invensys Appliance Controls Ltda

Invensys Appliance Controls SA
Invensys Appliance Controls Sro

Spain
USA
England & Wales

Australia

Germany

Slovak Republic
Italy

England & Wales
China

Brazil
France
Czech Republic

Invensys Appliance Controls Canada Inc Canada
Invensys Controls Australia Pty Limited Australia

Invensys Controls UK Limited
Invensys Controls Italy Srl
Invensys SAM

England & Wales
Italy
Monaco

Invensys Weihai Controls Co Limited China

Ranco Japan Limited (71% owned)

Ranco North America Inc
Robertshaw Controls Company
Siebe Appliance Controls GmbH

Japan
USA

USA
Germany

All subsidiaries are 100% owned unless stated otherwise.

* Company also contains Controls business.

Invensys, Action Instruments, ArchestrA, ArchestrA logo, Avantis,
Chessell, Dimetronic, Drayton, Eberle, Eliwell, EroElectronic,
Eurotherm, Foxboro, I/A Series, InFusion, IMSery, the IPS logo,
the IRG logo, Oreg, Paragon, Ranco, Robertshaw, Safetran,
SimSci-Esscor, Triconex, Uni-Line, Westinghouse, WESTLOCK and
Wonderware are trademarks of Invensys plc, its subsidiaries or
affiliated companies. All other brands mentioned in this report
may be the trademarks of the respective owners.
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SHAREHOLDER INFORMATION

Ordinary shares
The Company’s shares are listed on the London Stock Exchange.

Registrars
For all enquiries about the registration of your shares and changes
of name and address, please contact the Company’s registrars:

Equiniti, Aspect House, Spencer Road, Lancing, West Sussex BN99 6DA
Tel: 0871 384 2036 inside the UK

Tel: +44 (0)121 415 7040 outside the UK

Calls are charged at 8p per minute from a BT landline. Other
telephony provider costs may vary.

Electronic communications

Shareholders can also view up to date information about their
shareholding and register to receive future electronic
communications from the Company by visiting the shareholders’
website at www.shareview.co.uk (shareholder reference number,
shown on share certificates and tax vouchers, will be required).

Invensys nominee service

The Company has a nominee service under which shareholders
can hold their shares electronically rather than in certificate form.
Through the service, shareholders can also take advantage of
streamlined dealing arrangements. Details of the service are
contained in the Invensys Corporate Nominee Service brochure
which is available from Equiniti.

Shareview dealing service

Shareholders may buy or sell shares by internet or telephone
through Shareview dealing, a share dealing service provided by
Equiniti. For internet purchases and sales log on to
www.shareview.co.uk/dealing and for telephone purchases and
sales call 08456 037 037 (inside the UK only) between 8.00am and
4.30pm, Monday to Friday.

American Depositary Receipts (ADRs)

The Company has a sponsored Level 1 ADR programme for which
the Deutsche Bank Trust Company acts as Depositary. Each ADR
represents one ordinary share of the Company. The ADRs trade

on the Over-The-Counter market under the ticker symbol IVNYY.
For enquiries, beneficial ADR holders may contact the dedicated
Invensys plc ADR shareholder services line on +1 888 778 1318 (toll
free for US residents only). Further information is also available at
www.adr.db.com

Financial calendar

Financial year end 2007/08 31 March 2008

Results 2007/08 announced 15 May 2008

Annual General Meeting 18 July 2008

Half year results announced 6 November 2008

Results announcements

Results announcements are issued to the London Stock Exchange
and are available to its news services. Shortly afterwards they are
made available on www.invensys.com

Financial reports

This Annual report and accounts, together with other published
summary documents and copies of previous financial reports, is
available from the date of publication at www.invensys.com

Shareholders may elect to receive the Annual report and accounts
in hard copy by contacting the Company’s registrars. Alternatively
shareholders may elect to receive notification by email of the
publication of financial reports by registering on
www.shareview.co.uk
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Annual General Meeting and dividend

The Annual General Meeting is the Company’s principal forum for
communication with private shareholders. Investors holding shares
in the Company through a nominee service should arrange to be
appointed as a corporate representative or proxy in respect of their
shareholding in order to attend and vote at the meeting.

The meeting will take place at the Park Plaza Victoria London,
239 Vauxhall Bridge Road, London SW1V 1EQ on 18 July 2008
at 11am.

No dividend was paid during the financial year 2007/08.

SharegGift

Shareholders with small holdings of shares who do not wish to sell
because the sale commission applied would be disproportionate to
the sale price may consider donating them to charity. The Orr
Mackintosh Foundation operates a charity share donation scheme.
ShareGift can be contacted at 46 Grosvenor Street, London

W1K 3HN or by telephone on +44 (0)20 7930 3737 or online at
www.sharegift.org

Identity theft
Criminals may steal your personal information, putting your
shareholding at risk.

Tips on protecting your shareholding:

» Ensure all your certificates are kept in a safe place or hold your
shares electronically in CREST via a nominee

» Keep all correspondence from the registrars which shows
your shareholder reference number in a safe place, or
destroy correspondence by shredding

* If you change address inform the registrars. If you receive a
letter from the registrars regarding a change of address and
have not recently moved, please contact them immediately.
You may be the victim of identity theft

« If you are buying or selling shares, only deal with brokers
registered in your country of residence or the UK

Forward-looking statements

This report includes forward-looking statements, within the
meaning of the US Private Securities Litigation Reform Act 1995,
which are based on market projections, forecasts and expectations.
Forward-looking statements are by their nature subject to
uncertainties and external factors that may affect the actual
outcomes compared with those anticipated.

Unsolicited mail

The Company is legally obliged to make its share register available
to the general public. Consequently some shareholders may receive
unsolicited mail, including correspondence from unauthorised
investment firms. If you wish to limit the amount of unsolicited mail
you receive please contact: The Mailing Preference Service, DMA House,
70 Margaret Street, London W1W 8SS. Tel: +44 (0)845 703 4599.

Registered office

Invensys plc, Portland House, Bressenden Place, London SW1E 5BF
Tel: +44 (0)20 7834 3848

Fax: +44 (0)20 7834 3879

Registered in England & Wales number 166023

For the latest investor information and news visit our website at
www.invensys.com



Invensys plc
Warning to shareholders

Over the last year many companies have become aware that their
shareholders have received unsolicited phone calls or correspondence
concerning investment matters which imply a connection to the company
concerned. These are typically from overseas-based ‘brokers’ who target UK
shareholders, offering to sell them what often turn out to be worthless or
high risk shares in US or UK investments.

They can be very persistent and extremely persuasive and a 2006 survey by
the Financial Services Authority (FSA) has reported that the average amount
lost by investors is around £20,000. It is not just the novice investor who has
been duped in this way: many of the victims had been successfully investing
for several years. Shareholders are advised to be very wary of any unsolicited
advice, offers to buy shares at a discount or offers of free reports into the
Company.

If you receive any unsolicited investment advice:
» Make sure you get the correct name of the person and organisation and
make a record of any other information they give you, e.g. telephone

number, address etc.

*  Check that they are properly authorised by the FSA before getting
involved. You can check at www.fsa.gov.uk/register

*  The FSA also maintains on its website a list of unauthorised overseas
firms who are targeting, or have targeted, UK investors and any
approach from such organisations should be reported to the FSA so that
this list can be kept up to date and any other appropriate action can
be considered. If you deal with an unauthorised firm, you would not be
eligible to receive payment under the Financial Services Compensation
Scheme. The FSA can be contacted by completing an online form at
www.fsa.gov.uk/pages/doing/regulated/law/alerts/overseas.shtml or, if
you do not have access to the internet, on 0845 606 1234

» Inform the Company’s registrars on 0871 384 2036. They are not able to
investigate such incidents themselves but will record the details and pass
them on to the Company and liaise with the FSA

Details of any share dealing facilities that the Company endorses will be
included in company mailings.

More detailed information on this or similar activity can be found on the FSA
website at www.moneymadeclear.fsa.gov.uk
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