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We serve our clients  
through our global presence

2008 sales by destination
Continuing businesses

UK ± 4%

Continental 
Europe ± 38%

North America ± 23%

Asia ± 28%

Rest of world ± 7%

Business Review
Group Overview

We operate on a global scale
Our sales and service of®ces are located around the 
world, supporting customers in the key regions of Europe, 
Asia and the Americas, and with a growing presence in 
other expanding regions in the rest of the world. 

We enable our customers to achieve rapid 
payback on their investment
Our products generally involve low capital expenditure 
and bring signi®cant and rapid payback for customers in 
terms of increased productivity. A typical example is the 
installation of a BTG M"tek system at a large producer  
of recycled ®bre-based carton board, which, by cutting 
chemical additives and boosting productivity, paid for 
itself in just three months. In another example, a UK 
mineral processing company has increased throughput  
by around 60% following the installation of a Malvern 
in-line particle size analyser. The majority of our sales  
are to customers who are looking to upgrade existing 
processes at modest cost.

This Business Review forms part of, and should be read in conjunction with, the 
Directors' Report.

Spectris designs, develops  
and markets productivity- 
enhancing instrumentation  
and controls. Our products, 
applications and services help 
customers to:

Improve product quality and performance

Improve core manufacturing processes

Reduce downtime and wastage 

Reduce time to market
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and operate in a balanced  
range of end markets

2008 approximate sales by end user market
Continuing businesses

Metals, minerals and mining ± 13%

Transport ± 12%

Pulp and
 paper ± 11%

Machine building ± 10%

Pharma, life sciences ± 9% 

Other ± 18%

Energy and 
utilities ± 4%

R&D ± 7%

Distribution ± 9%

Semicon, 
telecoms, 
electronics ± 7%

We operate across a diverse range of markets
Our customers are multinational, blue-chip customers in  
a diverse range of end markets, with no individual market 
representing more than 13% of total group revenues. 
Metals, minerals and mining, pharmaceuticals, pulp  
and paper, and transportation (primarily research and 
development for the automotive and aerospace 
industries) are the principal end markets. Our core 
business is the design, assembly and testing of our 
products, and we outsource manufacturing and non-core 
activities where possible in order to reduce ®xed costs 
and speed up response times. 

Our businesses have resilient qualities and 
operate in niche markets
Our businesses are leaders in their specialised markets, 
with strong brands and market-leading products.  
Many of their activities are focused on markets which 
demonstrate resilient growth drivers. These include 
increasing environmental, health and safety legislation 
which drives demand for our products in areas such as 
environmental noise monitoring and emissions control; 
restricting hazardous substances in product manufacture; 
and food safety. In addition, consumables, product and 
software upgrades, replacement parts and calibration 
services form a signi®cant part of our business, providing 
a degree of protection from wider economic trends.
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Business Review
Strategy and Objectives

Our objective is to deliver shareholder value  
over the long term by supplying productivity-
enhancing solutions for our customers. 

Our strategy is based on "ve key elements:

Strengthening market positions through innovation �t��
We invest around 6-7% of sales each year in R&D (7.2% in 
2008), with the aim of developing and delivering advanced 
products and applications to our customers. Working closely 
with customers, experienced engineers develop solutions which 
are tailored to the customer's speci"c requirements, based on 
standard platforms customised through high added value 
applications engineering. #is understanding of our customers' 
processes brings signi"cant competitive advantage. Much of our 
technology is proprietary and protected by patents or process 
know-how. New products and applications may be developed in 
house, by acquiring bolt-on product lines or by collaboration 
and licensing agreements for proprietary technology in 
partnership with universities and other institutions.

 Increasing regional expansion with a focus  �t��
on emerging markets  
We seek to grow our businesses around the world, with 
particular emphasis on industrialising markets such as China, 
India and Latin America. We continue to establish sales and 
support facilities in these regions so that we are able to support 
our global customers wherever they are based. 

 Growing existing businesses through acquisition �t��
We seek to enhance the growth potential of our businesses by 
pursuing an active but disciplined approach to acquisitions, 
focusing on businesses which are strong players in speci"c 
application areas where there are signi"cant barriers to entry.

 Focusing on operational excellence �t��
We continue to focus on improving all aspects of our business 
through a range of actions including: process e$ciencies, value 
pricing, optimising the business mix, cost competitiveness, 
designing products for low-cost production, reducing inventory 
and improving supply chain management. 

 Building our presence in key strategic growth areas,  �t��
both organically and through acquisition  
We aim to grow our existing businesses organically by 
developing new products as well as pursuing opportunities for 
growth in new markets, such as nano-technology and life 
sciences. Our investment in R&D enables us to maintain our 
leading market positions and acquisitions are targeted at both 
existing and new markets. 

Business model
In order to deliver our strategy successfully, we organise our 
businesses in a way that combines the bene"ts of a multinational 
group with the best aspects of entrepreneurial capability. Our 
business model is based on a *at organisational structure of four 
segments, each comprising a number of autonomous operating 
companies, with management teams who have a high degree of 
responsibility and accountability, operating within a framework 
of group management and control. Within each business segment, 
the companies operate with their own brands, sales and service 
channels, tailored to meet individual customer requirements, 
enabling them to meet their customers' demands. #e key bene"t 
of this results-driven structure is that management teams have 
local ownership and can focus on their priorities and react  
quickly to changing customer and market demand. High calibre 
employees, including quali"ed scientists, applications engineers 
and technicians, have direct contact with users to develop solutions 
that deliver tangible bene"ts. Stand-alone acquisitions must share 
these business characteristics and have the management strength 
to operate as autonomous units within the Spectris group. 

Central to our philosophy is a small corporate centre which 
determines the strategy and drives and monitors its 
implementation. In addition to setting and monitoring the group's 
overall policies and values, the centre provides advice and selective 
support services such as legal, tax and treasury, establishing a 
control framework within which entrepreneurial cultures can 
thrive and knowledge can be shared between businesses.

SERVOPRO MultiExact   
The SERVOPRO MultiExact is an innovative multi-gas 
analyser speci®cally developed to meet the latest 
industry requirements for air separation plants. It 
provides exceptional levels of accuracy, stability and 
reliability for all required gas measurements, whilst 
offering unparalleled ease-of-use and minimising 
maintenance and cost of ownership.
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15.015.812.9

0806 07

Return on sales, continuing businesses  (%)

1937

Total sales growth, continuing businesses  (%)

0806
07

72.858.143.7

Adjusted EPS (pence)

0806 07

368

Organic sales growth, continuing businesses, 
at constant currencies (%)

0806 07

253321

Growth  (%)

0806 07

8699107

Cash conversion  (%)

0806 07

Key Performance Indicators

We monitor progress against the delivery of 
our strategic goals via four key performance 
indicators.

1. Sales 
Sales growth is a measure of how we are growing our 
business organically. We aim to achieve year-on-year 
growth in sales, on a like-for-like basis, which excludes 
the e+ects of currency translation and acquisitions 
or divestments.

In 2008, total sales for continuing businesses were  
£787.1 million.

4. Cash conversion
We focus on cash generation and use cash conversion as  
a performance measure as we believe cash represents an 
e+ective measure of the quality of our earnings. Our target 
is to deliver high cash conversion of operating pro"t in 
each "nancial year. Cash conversion is de"ned as operating 
cash *ow as a percentage of adjusted operating pro"t. 

Capital investment was 162% of depreciation (2007: 97%), 
due to an investment in a technical centre in the UK and 
investments in IT systems upgrades. Excluding the excess 
of capital investment expenditure over depreciation, cash 
conversion in 2008 would have been 93%. In 2008 cash 
conversion as reported was 86%.

2. Return on sales
Return on sales is a measure of improving pro"tability  
in our business. Return on sales is de"ned as adjusted 
operating pro"t as a percentage of sales. In 2005 we 
announced our intention to achieve a mid-teens return  
on sales margin. #is was achieved in 2007. Our aim is 
now to sustain or improve margins over time.

In 2008 return on sales for continuing businesses was 15.0%.

3. Earnings per share 
Earnings per share is a commonly used measure of "nancial 
performance for shareholders. We aim to achieve growth in 
adjusted earnings per share. Adjusted earnings per share in 
2008 was 72.8p. Adjusted earnings excludes certain 
non-operational items as de"ned by management in Note 3. 
Adjusted earnings per share is de"ned as the ratio of 
adjusted net pro"t for the year to the weighted average 
number of ordinary shares outstanding during the year.
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Business Review
Operating Review

The group comprises four 
business segments which 
re¯ect the applications and 
end user industries we serve.

Laboratory/off-line
Our products help customers to 
improve accuracy and speed of 
materials analysis in the laboratory 
and in process manufacturing 
applications. We also provide test 
and measuring equipment for 
research and development 
applications.

Process/manufacturing
Our products and applications 
provide precision measurement and 
control in challenging operating 
environments, ensuring process 
quality, asset uptime, safety, and 
improved yield. We also provide 
automation and control products 
for the discrete manufacturing 
industries.

Business segment

Business segment

Business segment

Business segment

Materials Analysis provides a wide range 
of analytical instrumentation and systems 
for particle and material characterisation.

Test and Measurement supplies test and 
measuring equipment for research and 
development, principally to the aerospace 
and automotive industries, and for 
environmental monitoring.

In-line Instrumentation provides process 
analytical solutions, asset monitoring and 
on-line controls for both primary 
processing and the converting industries.

Industrial Controls supplies automation  
and control products for the discrete 
manufacturing industries.
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Applications Industries

Applications Industries

Applications Industries

Applications Industries

Sales 

Sales 

Sales

Sales

Pro®t

Pro®t 

Pro®t 

Pro®t

Material characterisation

Contamination detection

Quality control

Measurement

Data acquisition

Simulation

Quality control

Process technology

Safety

Product tracking

Machine interface

Industrial networking

Pharma/life sciences

Mining/metals

Semiconductor

Research institutes

32% 32%

Automotive

Aerospace

Electronics

Environmental

32% 25%

Process industries

Pulp & paper

Energy

Converting

30% 36%

General manufacturing

Original equipment 
manufacturers

Distributors

6% 7%

Sales and pro®t as % of group total.
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Business Review
Operating Review continued

Zetasizer APS
The Zetasizer APS is the most advanced dynamic 
light scattering system available for investigating 
protein behaviour in the biotechnology and 
pharmaceutical industries. It enables accurate, 
reliable measurement of protein stability over a 
wide range of developmental conditions with 
minimal user intervention.

Materials Analysis

Good demand for new products from 
pharmaceutical and life sciences industries

Metals, minerals and mining slowing, but  
need for ef®ciency and cost reductions  
sustains demand

Semiconductor weakens due to reduced  
investment in capital equipment

Environmental legislation boosts demand  
for X-ray analysis

Overview
Materials Analysis provides a wide range of analytical 
instrumentation and systems for material characterisation  
to the metals and mining, pharmaceutical and life sciences,  
and semiconductor industries. Our products help customers  
to improve accuracy and speed of materials analysis in the 
laboratory and in process manufacturing applications.  
#e operating companies in this segment are Malvern 
Instruments, PANalytical and Particle Measuring Systems.

Market drivers
In addition to the need to improve process manufacturing 
productivity, a key factor in the demand for this segment's 
products is the requirement for certi"cation to comply with 
regulation, for example for quality control in the manufacture 
of drugs in the pharmaceutical industry and detection of 
materials such as lead and cadmium to meet legislation on  
the use of hazardous substances. Another driver for materials 
analysis instrumentation is the growth in new molecular and 
material sciences, where our equipment is used to analyse  
and characterise materials and structures in the development  
of new products. 

£253.2m
Sales

£37.5m
Operating pro®t

1,534
Employees
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Segment performance
Sales in Materials Analysis increased by 18% (8% at constant 
currencies) to £253.2 million. Operating pro"t increased by  
8% to £37.5 million. Operating margins declined from 16.3%  
to 14.8%. Approximately 0.9pp of this reduction was due to a 
34% increase in research and development expenditure in this 
segment from 7.5% to 8.4% of sales, and 0.6pp was due to the 
dilutive e+ects of foreign exchange rates. 

Malvern launched a number of new products aimed at the 
pharmaceutical and life sciences industry, with particular 
emphasis on the characterisation of proteins. #ese included 
two additions to the highly successful Zetasizer family: the 
Zetasizer APS and the Zetasizer /V, both of which are used  
for measuring the particle size and distribution of proteins  
and nano-particles in drug development. #ese products  
utilise technology developed by Viscotek, the business  
Malvern acquired in January. Particle Measuring Systems 
continued to focus on contamination monitoring products  
for the pharmaceutical industry and extended its capabilities  
for counting aerosol particle concentrations in the nano-
particulate range (down to one nanometre of diameter)  
through the acquisition of a 31.2% investment in Naneum 
Limited, a company supplying instruments for nano- 
technology applications.

PANalytical saw continuing demand from the metals, minerals 
and mining industry, despite the sector slowing in the second 
half of the year, as the need for greater e$ciency and cost 
reduction sustained demand for analytical instruments. #e 
company extended its range of products speci"cally designed 
for materials applications. One example is the MiniPal 4 Sulfur, 
based on the highly successful MiniPal compact spectrometer. 
Designed for petrochemical analysis, this product helps 
industrial customers demonstrate, amongst other things, 
compliance with new European legislation on sulphur in fuel. 
X-ray *uorescence spectroscopy has also emerged as an optimal 
solution for the screening of toxic heavy metals regulated by  
the EU directives RoHS (Restriction of Hazardous Substances) 
and WEEE (Waste Electrical and Electronic Equipment) and 
PANalytical's equipment is helping customers to ensure their 
products meet these standards.

In the semiconductor industry, with a few notable exceptions, 
there was a decline in investment in capital equipment and the 
industry is beginning to see some consolidation. #e reduction 
in demand for production-related equipment was o+set to some 
extent by continued demand from universities and government-
funded institutions for research and development solutions  
for the analysis of new materials and complex structures, 
particularly in the "elds of material sciences, which bene"ted 
PANalytical.

Outlook
We expect that consolidation in the pharmaceutical sector will 
continue to be a feature of the industry, however, our operating 
companies, with the new products and applications they have 
recently introduced, together with those they have acquired, are 
well placed to capture the opportunities in this sector, particularly 
in the increasingly important "elds of life sciences and 
biotechnology. Demand in the metals, minerals and mining 
industry fell sharply towards the end of 2008 as capital expenditure 
was reined in, however, service and consumables are a major 
feature in this sector and we expect the demand for these to 
continue. Although demand in the semiconductor industry is not 
expected to improve in 2009, this market represents less than 5% 
of revenues in this segment and is thus not expected to have a 
signi"cant impact. 

MiniPal 4 Sulfur
The MiniPal 4 Sulfur compact spectrometer is 
designed for accurate and precise petrochemical 
analysis. Its improved sensitivity and lower limits 
of detection provide reliable and cost-effective 
analysis of elements and also help to ensure 
compliance with environmental regulations,  
for example legislation to reduce sulphur  
levels in fuel.
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Business Review
Operating Review continued

£254.9m
Sales

£29.7m
Operating pro®t

2,653
Employees

Test and Measurement

nCode acquisition brings software  
simulation capabilities for fatigue and  
durability testing

LDS acquisition adds vibration test  
systems and data acquisition products  
for new model development 

Capabilities in environmental noise  
monitoring services expanded

LAN-XI
LAN-XI data acquisition 
hardware provides increased 
¯exibility from a single system for 
sound and vibration 
measurement. Used as a 
stand-alone module or as part of 
a multi-rack distributed system, 
LAN-XI can be con®gured to 
measure from two to over 1000 
channels, depending on the 
user's requirements.

Overview
Test and Measurement supplies test and measuring equipment 
for research and development, principally to the aerospace and 
automotive industries. For customers in these industries, our 
products and applications help them to design safer, more 
fuel-e$cient, environmentally-friendly vehicle platforms whilst 
reducing time to market. Further applications are in consumer 
electronics and the environmental monitoring market.  
#e operating companies in this segment are Br;el & Kjñr  
Sound & Vibration and HBM.

Market drivers
Product testing and quality control are the principal drivers of 
demand in the test and measurement sector. Prototype testing is 
a costly, but unavoidable, stage in the development of many 
consumer durable products. R&D engineers must ensure not only 
that consumer requirements are met within shorter development 
cycle times, but also compliance with ever-increasing 
environmental, safety and e$ciency targets. In addition to 
product development, increasing legislation and regulation on 
noise levels, for example EU directives on noise regulation for 
airports, cities and workplace noise, is also driving demand for 
our test and measurement applications.

Segment performance
Sales in Test and Measurement increased by 23% (8% at constant 
currencies) to £254.9 million. Operating pro"t increased by 13% 
to £29.7 million. An increase in R&D expenditure from 7.2% of 
sales to 7.8% led to operating margins, at 11.7%, being lower than 
the prior year "gure of 12.6%. 

Automotive industry investment is focused on research and 
development of new models, with the emphasis on bringing 
smaller, more fuel-e$cient vehicles to market as quickly as 
possible. Shorter development cycles result in higher volumes of 
data requiring rapid analysis and manufacturers are now using 
so<ware modelling to assess new vehicle designs before the 
prototype is built. #is reduces the number of tests required and 
thus shortens the development time, helping to cut costs and 
reduce time to market. #e acquisition of nCode extends our 
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so ware"capabilities"in"this"area,"providing"customers"with"the"
technology"to"carry"out"fatigue"and"durability"testing"and"life"
prediction,"as"well"as"noise"and"vibration"analysis"and"accelerated"
testing."#e"acquisition"of"the"LDS"Test"and"Measurement"business"
broadens"our"portfolio"of"data"acquisition"instruments"and"adds"
world-leading"capability"in"vibration"testing,"enabling"us"to"
provide"customers"with"complete"test"systems.

Materials"testing"is"increasingly"being"used"in"applications"such"as"
construction,"mechanical"engineering,"and"the"energy"industry."
Orders"were"received"for"a"number"of"new"projects"in"the"$eld"of"
renewable"energies,"including"supplying"and"installing"test"and"
measurement"equipment"for"a"research"project"in"Germany"to"
minimise"material"usage"in"the"main"stem"of"wind"turbines,"which"
are"made"of"expensive"steel"and"commonly"weigh"around"350"
tonnes."#e"research"focuses"on"materials,"assembly"processes"and"
new"manufacturing"methods"for"these"critical"support"structures."
HBM's"systems"are"being"used"in"onshore"research"to"test"the"
stresses"which"would"result"from"the"wind,"waves"and"salt"water""
to"which"the"materials"will"be"subjected"when"used"o%shore.""
We"also"received"signi$cant"orders"from"leading"commercial"
aircra "manufacturers"for"testing"applications"on"new""
development"programmes.

As"regulation"increases,"particularly"in"the"area"of"noise"pollution"
from"airports"and"cities,"demand"for"environmental"monitoring""
is"growing."#is"has"bene$ted"Br&el"("Kjñr,"who"supply"noise"
monitoring"and"analysis"solutions"to"customers"around"the"world."
In"February"2009,"we"extended"our"capabilities"in"environmental"
monitoring"systems"to"o%er"customers"an"increased"range"of"
products,"including"a"suite"of"noise"management"solutions"and"
innovative"web-based"services."

Outlook
#e"automotive"industry"is"facing"a"challenging"year."#e"focus""
for"new"vehicle"development"will"continue"to"be"on"building"smaller,"
more"fuel-e)cient"cars"which"meet"increasingly"stringent"legislation"
on"noise"emissions"and"pollution"control,"and"the"products"acquired"
in"2008"give"our"companies"greater"capabilities"to"capture"the"
opportunities"available."In"the"aerospace"industry,"ongoing"
programmes"for"new"aircra "o%er"good"prospects"for"this"segment."
Additionally,"good"demand"is"expected"for"data"acquisition"and"
measurement"applications"in"environmental"monitoring."

The acquisition of nCode extends our software 
capabilities for research and development programmes  
in the automotive and aerospace industries. nCode's 
products enable customers to carry out fatigue and 
durability simulation, providing them with the full  
testing cycle from virtual to physical test. This helps 
manufacturers to cut test and prototype cycles, saving 
time and money and speeding up time to market.

 nCode acquisitionQuantumX
QuantumX is the ®rst universal 
data acquisition instrument 
with advanced plug and 
measure technology which 
enables precise and immediate 
results, even in dif®cult 
conditions. Its compact design 
allows for centralised or 
distributed high speed data 
acquisition for performance 
testing in development 
programmes for the 
automotive, aerospace  
and railway industries.
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Business Review
Operating Review continued

DRT-5500
The DRT-5500 Freeness Inline is the fastest, smallest 
and most ¯exible drainage rate transmitter on the 
market. It improves control during re®ning of the 
pulp and stabilises the drainage rate, which affects 
paper properties such as composition and strength. 
Improved drainage leads to lower energy 
consumption, reducing costs for pulp and  
paper manufacturers. 

In-line Instrumentation

Continued demand for oil and gas;  
strong growth in industrial gas business 

Demand for tissue products sustains  
pulp and paper market

Good growth in Asia, Middle East  
and Africa

Converting and packaging sectors  
reduced capital investment

Overview
In-line Instrumentation provides process analytical measurement, 
asset monitoring and on-line controls for both primary processing 
and the converting industries. Our products and applications 
provide precision measurement in challenging operating 
environments, ensuring process quality, asset uptime, safety, and 
improved yield. #e operating companies in this segment are Beta 
LaserMike, Br;el & Kjñr Vibro, BTG Group, Fusion UV Systems, 
NDC Infrared Engineering and Servomex. 

Market drivers
#e growing requirement to improve process manufacturing 
productivity and drive down costs in an increasingly competitive 
global environment has led to greater demand for process 
instrumentation. End user markets are facilities with critical plant 
assets such as paper mills and converting plants where downtime 
and lost production are costly. Environmental issues are also key 
drivers for process instrumentation in these industries. #e oil and 
gas industry continues to focus on enhancing productivity and is 
seeing growing demand from the industrialising economies. 
Increasing power costs have led energy-intensive industries such as 
pulp and paper to install new instrumentation as they seek 
production e$ciencies. Investment in infrastructure is also driving 
demand for process control solutions worldwide. #e growth in 
demand for renewable resources, for example alternative energy 
sources such as hydro-electric and wind power, as well as the need 
to meet regulations on reducing emissions, has led to an increase 
in demand for process control solutions. Safety is also a priority in 
these industries, where it is a requirement to monitor gas emissions 
and other harmful substances in order to comply with increased 
health and safety regulation.

Segment performance
Sales in In-line Instrumentation increased by 17% (5% at constant 
currencies) to £233.3 million. Operating pro"t increased by 23% to 
£42.7 million and operating margins increased by 1pp to 18.3%. 
#e favourable e+ects of foreign exchange rates and R&D 
expenditure growing at a slower rate than sales contributed to the 
increase in operating margins.

£233.3m
Sales

£42.7m
Operating pro®t

1,406
Employees



17
Spectris plcAnnual report and accounts 2008

O
verview

F
inancial S

tatem
ents

G
overnance

B
u

siness R
eview

O
verview

#e high price of oil in the "rst half of 2008 led to rapid 
development of natural gas production and transportation  
and process e$ciencies in existing plants, resulting in good  
growth for Servomex in this sector, particularly in the  
Americas. #e company also saw strong growth in the industrial 
gas business and in June signed a global supply agreement with  
Air Liquide to supply industrial gas analysers to their operations 
worldwide. #e a<ermarket business is also showing good growth 
as customers look to outsource their service and maintenance 
work. In November, Servomex opened a new technical centre in 
Crowborough, England, merging the production, management and 
R&D facilities under one roof for the "rst time. In the last quarter, 
the company launched two new gas analysers: the SERVOTOUGH-
Oxy and SERVOPRO-MultiExact, which set new industry 
benchmarks in *exible, accurate and reliable gas measurement. 
Br;el & Kjñr Vibro continued to see good demand for its condition 
monitoring products for oil and gas installations and for remote 
monitoring systems for wind turbines.

In the pulp and paper industry, although some capacity was taken 
out of the industry over the summer, the falling price of energy in 
the second half of the year helped paper manufacturers to improve 
margins, however temporary shutdowns were implemented at 
many mills at the end of the year to reduce inventories. Certain 
grades of paper have remained una+ected, with the market for 
tissue products growing in all regions of the world. #is bene"ted 
BTG who saw increased demand for high performance creping 
blades as a replacement for traditional steel blades. In addition,  
the company secured an order to supply its new blades to a major 
tissue manufacturer for production of a new product. During the 
year BTG launched a number of new products which help to reduce 
pulp and papermaking costs, including a drainage rate transmitter 
which provides improved control during re"ning of the pulp and 
reduces energy consumption. 

Customer investment in alternative energy sources continued to 
create demand for products from NDC and Fusion. NDC received 
orders for the on-line measurement of proprietary coatings used in 
solar panel production and Fusion also saw increasing demand for 
its UV curing equipment from the solar energy market. Fusion's 
equipment is used for the curing of adhesives, layers and coatings 
on a variety of solar energy-generating platforms.

Demand from the converting industry was strong in the "rst  
half of the year but orders slowed towards the end of the year  
as the di$cult economic environment became evident. At NDC, 
speciality markets such as lithium ion battery production continue 
to generate good demand. #e company introduced a new on-line 
web measurement and control system, the Pro.Net TDI, which 
features a `Total Distributed Intelligence' architecture, breaking 
down complex gauging tasks to their simplest components. #e 
system uses operator interfaces supplied by another Spectris 
operating company, Red Lion Controls. Red Lion's operator 
interfaces are also being used on NDC's newly-launched 710e 
series of ethernet-enabled on-line gauging systems for process 
control. #ese systems measure critical parameters such as  
coat weight and moisture in the converting and papermaking 
industries, as well as moisture, fat and protein for a wide range of 
applications in the food industry. Beta LaserMike saw good sales  

of its products to the metals industry, which is now the company's 
second largest market, a<er cable, with increasing sales into new 
applications rather than cold mill operations. #e company also 
launched the LaserSpeed 4000 gauge which provides non-contact 
length and speed measurement in non-metals applications such as 
plastics and "lm. 

Demand for optical "bre continued to grow, driven by oceanic 
undersea cables and for "bre-to-the-home applications, 
particularly in the Asia Paci"c region. #is has resulted in "bre 
producers recommissioning `mothballed' production equipment 
and=or adding new equipment to increase volumes and production 
speeds. #is has bene"ted Beta LaserMike, who supply a variety of 
process control systems to address the di+erent stages in the 
manufacture and quality control of optical "bre, and Fusion, 
whose equipment is used to cure the barrier coatings that are 
required to protect the glass "bre prior to its incorporation into the 
transmission cables.

Outlook
Customer investment in the energy market is expected to continue, 
despite the falling oil price. #e focus on alternative energy sources 
continues, in particular the use of wind turbines, where Spectris 
has a growing presence in both development of new materials for 
the turbine structures and in remote monitoring of power 
generation. #e outlook for the pulp and paper market remains 
uncertain in the short term, although demand for tissue is 
expected to continue to grow. #e converting industry is slowing 
in some areas, particularly in China, but speciality markets in 
converting and high technology, especially lithium ion battery 
production, are still doing well in this region.

Series 710e 
The Series 710e is a new range of 
on-line gauging systems, featuring 
high-speed digital processing 
technology and ethernet 
connectivity. The systems provide 
real-time measurement of critical 
parameters such as coat weight 
and moisture in the converting and 
papermaking industries, as well as 
moisture, fat and protein for a 
wide range of applications in the 
food industry.
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Universal signal conditioners 
The new IAMS series of universal signal conditioners 
feature a detachable LCD display/programming 
module. This provides simple push-button 
programming which allows the signal conditioner  
to be easily set up and can be used to programme 
multiple units in the same way, greatly reducing 
con®guration time. When not being used for 
programming, it can remain attached to the unit  
to indicate the input parameters, in the same way  
as a panel meter.

Industrial Controls

Good demand from general manufacturing 
applications, but weakness in second half

Continued growth in industrialising economies 

Acquisition of Siemens' Machine Vision Business 
expands tracking and traceability solutions 

Overview
Industrial Controls supplies automation and control products  
for the discrete manufacturing industries. Our products provide 
identi"cation and tracking solutions during the manufacturing 
process, displays for process monitoring and control, and data 
interfaces for a broad range of manufacturing industries. Sales  
are indirectly to end users via distributors as well as directly to 
original equipment manufacturers, with a signi"cant proportion  
of repeat business. #e operating companies in this segment are 
Microscan and Red Lion Controls. 

Market drivers
Manufacturing automation is growing in importance as customers 
compete in an increasingly global environment where improving 
e$ciency and reducing unit costs are key to survival. Another 
signi"cant factor driving automation and control equipment is  
the demand for increased operational data regarding product 
manufacture, and the need to improve processes to reduce  
rework and scrap, for example by tracking products through the 
manufacturing process and beyond so that they can be traced  
in the event of a product recall. In some industries, such as the 
aerospace and pharmaceutical industries, product tracking  
by means of barcodes is a regulatory requirement.

Segment performance
Sales in Industrial Controls increased by 19% (9% at constant 
currencies) to £45.7 million. Operating pro"t was £8.4 million 
compared with £8.6 million in the prior year. Operating margins 
were 18.4% (2007: 22.5%). Changes in the product mix, an increase 
in research and development expenditure, and acquisition 
integration costs resulted in margins being lower than in the 
previous year.

£45.7m
Sales

£8.4m
Operating pro®t

365
Employees
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#e acquisition of the Siemens Machine Vision Business expands 
Microscan's range of vision and smart camera products for 
tracking and traceability applications, from basic barcode reading 
to complex inspection and measurement. #e acquisition has 
added ten product lines and over 60 technology patents. Microscan 
saw good success for its products in the life sciences and electronics 
manufacturing sectors, particularly for the Quadrus MINI 
Velocity mini imager for general factory automation, and launched 
the QX-830, the "rst in a series of products with the new QX 
platform technology. #is compact laser scanner combines the 
`Quick Connect' system of cabling and easy networking with 
`X-Mode' symbol technologies to deliver high performance 
barcode reading with simpli"ed connectivity and networking  
in industrial automation environments. 

Red Lion Controls continued to expand sales of its human machine 
interface and data station products internationally, particularly in 
China and India. A number of new products were launched in the 
second half of the year, including large plant *oor marquee 
displays for factory *oors, the G3 Kadet series of operator interface 
panels with touchscreen displays for process machinery, and 
universal signal conditioners with detachable LCD display and 
programming modules. 

Outlook
Whilst the longer-term demand drivers for general automation 
continue to be positive, this segment is particularly sensitive to 
general manufacturing and industrial output. #e acquisition of 
the Siemens Machine Vision Business has enabled us to increase 
the served market within the broader industrial controls space, 
estimated to be in the region of £10 billion, particularly in the  
area of product tracking.

The acquisition of the Siemens Machine Vision Business 
strengthens the Industrial Controls segment by expanding 
our range of vision and smart camera products. An 
industry leader in Automatic Identi®cation and Data 
Capture (AIDC), the company specialises in machine 
vision and inspection systems used in a broad array of 
manufacturing, packaging and traceability applications. 
The acquisition enables us to provide full track, trace and 
control solutions, from basic barcode reading to complex 
inspection and measurement, to leading industrial 
markets, particularly in the medical, electronics 
manufacturing and automotive sectors. The acquisition 
has added ten product lines and over 60 technology 
patents to the Industrial Controls portfolio.

G3 Kadet 
Based on the G3 series, with many of 
the same capabilities, the G3 Kadet 
series of touchscreen operator 
interfaces offer the ideal balance of 
advanced features and value for 
process machinery applications.

 Siemens' Machine Vision Business
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Clive Watson, Group ®nance director Introduction
Spectris uses adjusted "gures as key performance measures in 
addition to those reported under IFRS. Adjusted "gures exclude 
certain non-operational items which management has de"ned as 
amortisation of acquisition-related intangible assets, goodwill 
impairment charges, pro"ts or losses on the termination or disposal 
of businesses or major "xed assets, unrealised changes in the fair 
value of "nancial instruments, net gains or losses on retranslation  
of short-term inter-company loan balances, related tax e+ects and 
other tax items which do not form part of the underlying tax rate. 
Unless otherwise stated, all pro"t and earnings "gures referred to 
below are adjusted measures ± for explanation of adjusted "gures 
and reconciliation to the statutory reported "gures see Note 3.

Operating performance
   Increase/ 
 2008 2007 decrease

Continuing businesses   
Sales (£m) 787.1 659.8 19%
Operating pro®t (£m) 118.3 104.3 13%
Operating margin 15.0% 15.8% (0.8)pp

   
Statutory basis   
Sales (£m) 787.1 668.4 18%
Operating pro®t (£m) 113.7 102.9 10%
Operating margin 14.4% 15.4% (1.0)pp

Reported sales in continuing businesses increased by 19% to  
£787.1 million. Favourable movements in foreign currency 
exchange rates had an impact of approximately £81.7 million  
or 12% on sales, meaning that sales in continuing businesses 
increased by approximately 7% on a constant currency basis. #e 
year-on-year impact on sales from acquisitions was approximately 
£28.1 million or 4% of sales in continuing businesses.

Adjusted operating pro"t rose by 13% in continuing businesses to 
£118.3 million, with operating margins declining from 15.8% to 
15.0%. #e decrease in margins can largely be explained by an 
increase in research and development expenditure (0.4pp) and the 
dilutive e+ect of foreign exchange (0.1pp) and acquisitions (0.2pp). 
Favourable movements in foreign currency exchange rates had an 
impact of approximately £12.1 million or 12% on operating pro"ts, 
and pro"ts in continuing businesses increased by approximately 
2% on a constant currency basis. #e year-on-year impact on 
pro"ts from acquisitions was approximately £3.4 million or 3% 
of pro"ts in continuing businesses.

#e year-on-year increase in interest costs is £1.4 million (from 
£6.8 million to £8.2 million). #is includes £1.0 million relating  
to foreign exchange and the balance is due to the extra cost of 
additional borrowing in the year. Adjusted pro"t before tax 
increased by 12% from £98.0 million to £110.1 million. 

Statutory operating pro"t, a<er including acquisition-related 
intangible asset amortisation of £4.6 million (2007: £1.9 million), 
increased by 10% from £102.9 million to £113.7 million.

Statutory pro"t before tax decreased by 10% from £118.1 million 
to £106.1 million. 

19%
Increase in sales from continuing businesses

13%
Increase in adjusted operating pro®t from 
continuing businesses

86%
Cash conversion
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#e di+erences between statutory and adjusted pro"t before tax are 
shown in the table below.
  2008 2007 
  £m £m

Statutory pro®t before tax  106.1 118.1
Pro®t on disposal of businesses  (0.3) (19.0)
Goodwill charges and acquisition-related  
intangible asset amortisation  4.6 1.9
Unrealised changes in fair value of  
®nancial instruments  (0.9) (3.0)
Net losses on retranslation of short-term  
inter-company loan balances  0.6 ±

Adjusted pro®t before tax  110.1 98.0

Acquisitions
#e total cost of acquisitions made in the year was £88.8 million, 
including acquisition expenses as well as a small amount of deferred 
and contingent consideration expected to be paid in future years, 
and excluding cash acquired. #e largest of these acquisitions took 
place close to the end of 2008. #ese acquisitions contributed  
£28.1 million of sales and £3.4 million of pro"ts during the year.

Taxation
#e e+ective tax rate on pro"ts was 23.7% (2007: 28.0%), a decrease 
of 4.3pp. #e e+ective tax rate continues to be below the weighted 
average statutory tax rate of 29.7% (2007: 32.3%), primarily as a 
consequence of the tax e+ects of a tax e$cient inter-company 
"nancing structure and the recognition of tax assets from tax 
losses arising in prior years in the UK.

#e underlying tax charge is expected to remain approximately 
3pp below the weighted average statutory tax rate for the 
foreseeable future.

Earnings per share
Adjusted earnings per share increased by 25% from 58.1 pence to 
72.8 pence, re*ecting the net impact of a 12% increase in pro"t 
before tax, a reduction in the average number of shares in issue, 
and the reducing tax charge.

Basic earnings per share decreased by 1% from 70.9 pence to 
70.3 pence. #e di+erences between the two measures are shown in 
the table below. 

  2008 2007 
  Pence Pence

Basic earnings per share  70.3 70.9
Goodwill charges and acquisition-related  
intangible asset amortisation  4.0 1.6
Pro®t on disposal of businesses  (0.3) (15.6)
Unrealised changes in fair value of  
®nancial instruments  (0.8) (2.4)
Net losses on retranslation of short-term  
inter-company loan balances  0.5 ±

Tax effect of the above and other tax items that  
do not form part of the underlying tax rate  (0.9) 3.6

Adjusted earnings per share  72.8  58.1

#e weighted average number of shares outstanding during the 
year decreased from 121.6 million to 115.4 million. #is decrease 
arose as a result of the share buy-back programme that was 
completed in February 2008, partially o+set by the exercise of 
share options in the year.

Cash ¯ow
  2008 2007 
  £m £m

Operating cash ¯ow
Adjusted operating pro®t  118.3 104.8
Add back: depreciation and software  
amortisation  13.5 13.1
Working capital movement/other  (7.8) (1.5)

Net cash ¯ow from operating activities  
before capital expenditure  124.0 116.4
Capital expenditure   (21.9) (12.7)

Operating cash ¯ow  102.1 103.7
Cash conversion  86% 99%
 
Non-operating cash ¯ow  
Tax paid  (24.0) (23.8)
Interest paid  (8.5) (6.3)
Dividends paid  (25.0) (22.2)
Acquisitions  (87.8) (6.0)
Disposals  1.5 29.8
Share buy-back  (9.3) (79.2)
Exercise of share options  0.3 4.1
Purchase/sale of own shares by  
Employee Bene®t Trust  (0.2) (1.6)
Exchange  (33.9) (4.1)

Total non-operating cash ¯ow  (186.9) (109.3)
Operating cash ¯ow   102.1  103.7

Movement in net debt   (84.8) (5.6)

Cash conversion of operating pro"t to operating cash was 86% 
(2007: 99%). #e lower cash conversion was a result of a 
combination of capital expenditure (£21.9 million), net of disposals 
(£0.9 million), being £7.5 million higher than depreciation, and a 
build in working capital towards the second half of the year. 

Average working capital expressed as a percentage of sales reduced 
to 13.4% whereas year-end working capital expressed as a 
percentage of sales increased from 14.4% to 18.4%. 2.9pp of this 
increase is attributable to the year-end on year-end foreign 
exchange rate movement with the US dollar strengthening by 28% 
against sterling and the euro appreciating by 24%. At constant 
exchange rates, the year-end working capital ratio would have been 
15.5%, still 1.1pp higher than the prior year, re*ecting the build up 
of working capital towards the end of the year. 

Capital expenditure during the year equated to 2.7% of sales  
(2007: 1.9%) and, at £21.9 million (2007: £12.7 million), was 162% 
of depreciation (2007: 97%). 
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Overall, net debt increased by £84.8 million (2007: increase of 
£5.6 million) from £77.3 million to £162.1 million. Interest cost, 
excluding the "nancing charge arising from IAS 19, was covered by 
adjusted operating pro"t 14.4 times (2007: 15.6 times), providing 
signi"cant headroom over and above banking covenants which 
require a minimum of 3.75 times cover.

Financing and treasury 
#e group "nances its operations from both retained earnings and 
third-party borrowings, the majority of which are currently at 
"xed rates of interest. 

As at 31 December 2008, the group had £257 million of committed 
facilities, which consists of £164 million of private placements 
maturing between September 2010 and October 2013, £90 million  
of revolving credit facilities, of which £50 million matures on  
31 December 2009, and £3 million of bank loans secured on 
property of three of our businesses. £40 million of revolving credit 
facilities were undrawn at the year end. In addition, the group  
had a cash balance of £64.4 million and has £40.5 million of 
uncommitted facilities, mainly in the form of overdra< facilities 
for our local operations. £9.6 million of these facilities were drawn 
at the year end.

At the year end, 73% of group borrowings were at "xed interest 
rates (2007: 96%). #e ageing pro"le at the year end showed that 
15% of debt is due to mature within one year (2007: 3%) and 85%  
of debt is due to mature in between one and "ve years (2007: 31%). 

Since the year end, an additional £50 million, "ve-year term facility 
was secured in January 2009 under covenant conditions  
in line with existing facilities. 

Currency
#e group has both translational and transactional currency 
exposures. Translational exposures arise on the consolidation of 
overseas company results into sterling. Transactional exposures 
arise where the currency of sale or purchase invoices di+ers from 
the functional currency in which each company prepares its local 
accounts. #e transactional exposures include situations where 
foreign currency denominated trade debtor, trade creditor and 
cash balances are held.

#e largest transactional exposures are to the US dollar and,  
to a lesser extent, the euro and the Japanese yen. #e largest 
translational exposures are to the US dollar, euro and Danish 
krone. #e table below shows the key average exchange rates 
during 2008 and 2007. 
  2008 2007 
  average  average

US$  1.85 2.00
Euro  1.26 1.46
Yen  192 236

Translational currency exposures are not hedged.

Forward exchange contracts are used to hedge forecast sale 
transactions where there is reasonable certainty of an exposure.  
At 31 December 2008, approximately 65% of the estimated  

US dollar and Japanese yen exposures for 2009 were hedged using 
forward exchange contracts.

To demonstrate the currency exposure faced by the group, the table 
below shows the di+erences between the group's consolidated 
revenues and costs for each of the major currencies in 2008 before 
re*ecting the e+ect of transactional hedges taken out in the year.

 $*   #* £  Yen Other Total

Total sales (£m) 273 322 63 56 73 787
% of sales 35% 41% 8% 7% 9% 
Total costs (£m)** (195) (295) (70) (26) (91) (677)
PBT by currency (£m) 78 27 (7) 30 (18) 110
% of PBT 71% 24% -6% 27% -16%  

*  Dollar/euro categories include tracking currencies
**   Costs include interest of £3.3 million in $, £5.2 million in # and income of 

£(0.3) million in GBP

 
In 2009, the currency exposure is expected to change signi"cantly 
following the decision to change the currency of invoicing in 
certain countries in Asia from US dollars to euros in order to 
better balance our euro cost base. If this decision had been fully 
e+ective at the beginning of 2008, the US dollar sales revenues 
would have been reduced by approximately £30 million and the 
euro sales revenues increased by a corresponding amount.

De®ned bene®t pension schemes
Operating pro"t includes a de"ned bene"t pension scheme  
current service charge of £1.7 million (2007: £0.9 million). #e  
net pension liability in the balance sheet (before taking account  
of the related deferred tax asset) has reduced to £8.5 million  
(2007: £11.1 million), largely as a consequence of the buy-out of the 
liability on the Br;el & Kjñr pension scheme in full in the USA 
during the year and actuarial gains on the scheme liabilities. 

During 2008, the group made cash contributions into the  
de"ned bene"t pension scheme amounting to £5.4 million  
(2007: £3.1 million).

Principal risks and uncertainties
#e group has identi"ed the key potential strategic, operational 
and "nancial risks and uncertainties which could have a material 
impact on the group's long-term performance. #ese potential 
risks, and the actions to manage and mitigate them, are described 
in detail on the following pages. #e directors do not foresee any 
further speci"c risks in 2009.

Clive Watson 
Group "nance director
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Business Review
Principal Risks and Uncertainties

#e necessary actions are taken by the audit committee to 
remedy any failings or weaknesses identi"ed by its review of the 
internal control system> and
 the executive directors report to the Board on changes in the �t��
business and external environment which present signi"cant 
risks. #e group "nance director provides the Board with 
monthly "nancial information which includes key performance 
indicators. Regular reports on signi"cant legal issues and 
insurance matters are received from the company secretary.

#e key potential risks and uncertainties which could have a 
material impact on the group's long-term performance are 
described below.

Strategic risk
Spectris has a broad spread of markets, products and customers,  
as described previously in this review, and this limits, to a large 
extent, any speci"c risk to the ability to implement our strategy  
due to changes in the political and economic environments in the 
countries in which we operate. #is broad spread of markets also 
provides a good averaging of individual sector investment cycles. 
Our products typically involve low capital outlay but provide 
signi"cant and rapid payback. #ese bene"ts become even more 
attractive to customers as they seek to reduce their own costs 
of production. 

A key element of Spectris' strategy is to grow the business portfolio 
through acquisition of stand-alone or bolt-on businesses which 
complement or extend the range of products and applications 
Spectris can provide. Potential risks exist in successfully 
integrating acquisitions. However, Spectris believes that its track 
record of carefully selecting businesses which ful"l its acquisition 
criteria and rigorous "nancial assessment of the potential 
acquisition's ability to contribute to growth will continue to ensure 
that any businesses acquired will be successfully integrated. 

Operational risk
In order to sustain competitive advantage, the group invests 
signi"cantly in research and development. #e development of all 
new technologies and products involves risk including the product 
being more expensive, or taking longer, to develop than originally 
planned> that the market for the product is smaller than originally 
envisaged> or that the product fails to reach the production stage. 
However, we endeavour to reduce this risk by ensuring that new 
product development is carried out in conjunction with customers 
to ensure that the products meet expectations of the market. All 
businesses are exposed to risk from competitive activity. However 
the diversity of Spectris' products and markets, and the high 
barriers to entry, limits the overall risk from any single competitor. 

Although the majority of our business is to supply products only, 
there may be instances where Spectris companies enter into 
complex long-term or multi-site contracts with customers. Spectris 
has a strict approval process for such contracts in order to manage 
any risks they may present. Potential risk from loss of a key 
customer is limited as no single customer accounts for more than 
1% of turnover, and credit control procedures limit the risk from 
non-payment by customers. Group operating companies also 
monitor customer satisfaction to ensure they are meeting 

The process for identifying, evaluating and 
managing any signi®cant risks forms part of  
the group's system of internal controls. 

Internal controls 
#e Board is ultimately responsible for the group's system of 
internal controls and for reviewing its e+ectiveness. However, such 
a system is designed to manage rather than eliminate risk of failure 
to meet business objectives and can provide only reasonable and 
not absolute assurance against material misstatement or loss.

Consistent with the guidance provided for directors on internal 
control by the Financial Reporting Council (`Internal Control: 
Guidance for Directors on the Combined Code'), the Board 
con"rms that there is an ongoing process for identifying, 
evaluating and managing assessed signi"cant risks faced by the 
group, that this has been in place for the year under review and up 
to the date of approval of the annual report and accounts, that this 
process has been reviewed by the Board during the year and that 
the group accords with the guidance. #e Board a$rms the 
importance it attaches to the continuous review and application of 
the guidance, the regular and systematic assessment of the risks 
facing the group and the value of embedding risk management and 
internal control systems within its business processes. #e group 
has an internal audit function which reviews the design and 
e+ectiveness of internal controls across the group's operations.

#e processes which the Board and the audit committee have 
applied in reviewing the e+ectiveness of the group's system of 
internal controls are summarised below:

 an established process is in place whereby each business unit �t��
regularly assesses, evaluates and reports risks of group 
signi"cance. Each business unit is required to document the 
management and mitigating actions in place and proposed>
 regular review of the status of risks and corresponding �t��
mitigating actions ensure that risk management is embedded  
in day-to-day management processes and decision-making as 
well as in the annual strategic planning cycle> 
 the e+ectiveness of risk management and mitigating actions is �t��
reviewed regularly by the executive directors and twice yearly 
by the audit committee>
 additionally, the executive directors consider those risks to the �t��
group's strategic objectives which are not addressed within the 
business units and develop appropriate approaches to managing 
and mitigating these risks>
 annual "nancial plans for each business unit, signi"cant  �t��
capital investments or contractual commitments and major 
acquisitions or divestments are all subject to review and 
approval by the Board>
 a Group Accounting and Policies Manual sets out the minimum �t��
standards and procedures to be applied in relation to those  
risk areas which are regarded as signi"cant in a group context>
 a process of self-assessment of compliance with the Manual  �t��
and reporting thereon has been established, providing for  
a documented trail of accountability from business unit 
presidents and "nance directors to the audit committee.  
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customers' product, delivery and service requirements. #e 
company is also exposed to the risk that some of the components it 
sources, particularly for custom-built items or older components, 
are provided by a single supplier and are vulnerable to interruption 
of supply. #e group seeks to address this risk by "nding alternative 
sources to reduce dependency on single-source suppliers and 
building su$cient safety stock of critical components. 

Spectris' operations are characterised by short lead times and 
seasonal *uctuations in sales, with some businesses exhibiting  
a greater trend towards sales in the second half of the year. #is 
limited forward visibility and the potential for delays in the 
shipment of orders exposes the company to the potential risk  
that it may not meet its sales forecast for the year. 

Financial risk 
#e principal "nancial risks managed by the group are foreign 
currency, interest and liquidity. #e group's exposure to 
commodity risk is perceived to be small by virtue of the nature  
of the businesses.

Foreign exchange transaction risk is managed principally through 
forward contracts covering up to 75% of forecast forward 
exposures for up to eighteen months ahead. Foreign exchange 
translation risk, which results from converting foreign currency  
to sterling, is not hedged but is actively managed through natural 
hedging by matching invoicing and purchasing currencies as far as 
is commercially practical. In addition, it is the aim where possible 
to hedge foreign currency investments with borrowings in the 
same currency. In order to minimise interest cost and maximise 
interest income, companies are required to pass surplus funds to 
Group Treasury through inter-company loans. Where possible 
zero balance pools are in place to centralise cash automatically.

#e long-term aim with regard to interest rate risk is to have a 
balance between "xed and *oating rate debt. Interest rate swaps 
are considered to achieve this balance.

#e group manages its liquidity risk through the use of regularly 
updated cash *ow forecasts and liquidity headroom analysis to 
determine its funding requirements. #e group maintains 
su$cient lines of credit from high quality investment grade 
lenders to cover expected cash requirements and provide 
reasonable headroom. #e facilities are described in detail  
in the Financial Review. 

Intellectual property risk
Spectris' business is focused on the design and manufacture of 
technologically advanced products and applications and the group 
makes signi"cant investment in research and development. As a 
consequence, the group owns and protects patents, trademarks, 
trade secrets, copyright information and intellectual property 
licenses. Although these are important to growth as a whole, no 
single patent, trade secret or trademark is su$ciently important to 
present a material risk to the success of the company. Appropriate 
measures are taken to protect the company's intellectual property 
rights and to minimise the risk of infringement by third parties. 
Spectris is prepared to initiate legal action if necessary to safeguard 

its interests. Inadvertent infringement of third-party rights also 
presents a risk and Spectris has procedures in place requiring its 
operating companies to maintain a watching brief on new 
applications and to undertake speci"c reviews prior to 
commencing new product development programmes, acquisitions 
or licenses.

Information technology/business interruption risk
Spectris depends on timely and reliable information from key 
so<ware applications to aid day-to-day operational management 
and to provide accurate "nancial information for its head o$ce. 
Whilst the company endeavours to ensure the continuous 
availability and operation of these systems and so<ware, any 
disruption could delay or otherwise impact day-to-day decision 
making. Disaster recovery plans to maintain business-critical 
processes and activities in the event of a signi"cant interruption to 
the normal course of business are in place throughout the group 
and are regularly tested.

Hazardous risk 
Assessment of risk to the business is carried out on a continuous 
basis to determine any potential e+ects on the environment 
resulting both from product manufacture and operation of our 
products at the customer's site. Each operating company is 
required to produce a risk register which identi"es possible 
hazardous risks to their business. For each risk the likelihood  
of the occurrence is documented, together with the possible 
consequences, the actions required to minimise the probability  
of the event occurring, and responsibility assigned to a member  
of the company's management team. #e risk register is reviewed 
regularly by the group's internal audit function.

Contractual arrangements
#e company has no contractual or other arrangements which are 
essential to the business of the company, nor any key customers or 
major suppliers upon which it is dependent.
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Business Review
Corporate Social Responsibility

Spectris is committed to creating business 
growth through adding value for its customers 
whilst ensuring that its impact on the 
environment is minimised.

Spectris operates from 160 o$ces in 29 countries around the 
world. #e company's products are used to monitor and control 
processes for enhancing productivity for customers in a wide range 
of industries. 

Spectris continues to meet the criteria for membership of the 
FTSE4Good UK index, which measures and benchmarks the 
performance of companies that meet globally recognised corporate 
responsibility standards. #e criteria are assessed on a regular basis 
by the independent research organisation EIRIS, with increasing 
emphasis on ethics and human rights.

#e policies and information described below apply to all 
Spectris operations. 

Policy setting and monitoring
Overall responsibility for developing corporate policies on 
environmental, social, ethical, and health and safety matters, and 
for reviewing their e+ectiveness, lies with the Spectris Board. #e 
policies are communicated to all business units via the Spectris 
Group Manual. #e individual operating companies are then 
responsible for ensuring that these policies are communicated and 
applied within their particular business, taking account of local 
legislation and regulation. All policies and procedures are reviewed 
periodically and any updates are communicated to the 
operating companies.

Reporting and compliance
Conformity with these policies is monitored by self-certi"cation, 
on an annual basis, by the Managing Director and Finance 
Director of each operating company that their business has 
complied in full. Any instances of non-compliance must 
be reported. 

Such certi"cation forms an integral part of the company's risk 
management and corporate governance processes, and is regularly 
reviewed by the group's internal audit function and the company's 
external auditors. Compliance testing is a formal part of internal 
audit reviews. #rough a structured review process, the internal 
audit function undertakes visits to group locations on a rotational 
basis. #ese visits involve an assessment of the business' key 
internal controls as well as compliance with the group's policies 
and procedures. #e results of internal audits and any non-
compliance events are reported to the Audit Committee.

Risk assessment
#e key potential risks and uncertainties which could have a 
material impact on the group's long-term performance are 
described elsewhere in this Business Review. Potential social and 
environmental risks to the business may arise within product 
manufacture or operation of a product at the customer's site. 
Where a signi"cant risk is identi"ed, procedures for storage, 
normal operating conditions and emergency situations are 

documented and regularly monitored for compliance with the 
relevant regulations. A nominated individual is responsible for 
safety compliance and all employees are informed and trained in 
safety procedures, depending upon the extent of their involvement 
with the product presenting the risk. Documented processes are in 
place to reduce the likelihood of an occurrence. Material risk 
processes and procedures are regularly reviewed by the group 
internal audit function.

Potential social and environmental risk in Spectris' operations is 
limited. However, the PANalytical business, which supplies 
instrumentation for X-ray analysis, makes limited use of beryllium 
in detector windows and X-ray tubes, whilst certain NDC Infrared 
Engineering products utilise low-level sealed radioactive sources. 
In all cases, the legal requirements for the correct handling and 
labelling of such products are documented and regularly audited 
for compliance. Procedures also exist for the disposal of 
contaminated waste and for recovering used products from 
customers and disposing of them safely. #e Servomex gas analysis 
business includes the storage of *ammable and toxic gases at its 
testing facility. Operating procedures for the movement and use of 
cylinders containing such gases are in accordance with the 
appropriate legal requirements and are inspected annually by an 
independent authority. Chemical and hazardous waste is disposed 
of in accordance with written procedures.

Environment
Many Spectris products and technologies have positive 
environmental bene"ts by providing customers with the ability  
to reduce energy consumption or material wastage or to control 
emissions. Our curing lamps, for example, use ultraviolet light to 
cure or `dry' environmentally-friendly inks and coatings, replacing 
conventional heat treatment of traditional materials which  
is energy-intensive and emits toxic solvent vapours. Our 
instrumentation helps wind farm operators to keep their turbines 
running by using remote predictive monitoring to detect and 
prevent faults. Our products can also help customers to meet 
environmental legislation. For example, we supply instrumentation 
which can measure low levels of materials such as lead and cadmium 
to meet legislation on the restriction of hazardous substances. We 
also supply systems which analyse the amount of sulphur in fuel to 
ensure compliance with regulations on the levels permitted. Further 
examples of the use of Spectris products having a direct bene"cial 
contribution to the environment are shown on our website.

We are also committed to adopting environmentally responsible 
policies wherever our companies operate. We aim to reduce the 
environmental impact of our operations by developing products 
which are energy-e$cient and avoid the use of harmful substances. 
Design processes take into account the operational lifetime of every 
product and end-of-life removal or disposal. Consideration is also 
given to environment-friendly production, packaging and shipping. 
Products have been developed which meet the new European 
regulations on the Restriction of Hazardous Substances (RoHS) and 
Waste Electrical and Electronic Equipment (WEEE). For example, 
printed circuit boards used in instrumentation sold to customers in 
this region no longer use lead-based solder in their manufacture. 
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All businesses are conscious of the need to conserve energy and 
resources and local initiatives are in place at many sites to reduce 
energy consumption and minimise wastage. #ese include 
recycling of items such as waste paper, cardboard, aluminium cans, 
batteries, toner cartridges and mobile phones, reducing energy 
consumption through the use of timers and sensors to control hot 
water, air conditioning and lighting, reducing water consumption 
and re-use of packaging and "lling materials. #e new technical 
centre for Servomex in Crowborough, England, which was opened 
in November 2008, has been designed and built to the latest 
environmental standards, including the use of heat exchangers to 
maximise heating e$ciency and motion sensor lighting to reduce 
power wastage. At NDC's facility in the US, remote control units 
for the lighting system have been installed to enable the company 
to achieve energy and cost savings. At PANalytical in the 
Netherlands, despite a doubling of production volumes over the 
past ten years, the company's overall energy consumption has 
decreased by around 10%. 

Spectris complies with the UK Producer Responsibility Obligations 
(Packaging Waste) Regulations which set targets for the recovery 
and recycling of packaging waste. 

Our environmental policy is published on our website at  
www.spectris.com. #e nature of our manufacturing activities 
means that Spectris' operations have very little impact on the 
environment, as our products do not require energy-intensive 
manufacturing processes and we endeavour to employ non-
polluting technology wherever possible. Although we have four 
production facilities in the UK, their low power consumption 
means that the amount of greenhouse gas emissions produced is 
not signi"cant and hence Spectris is not required to participate in 
the second round of the European Emissions Trading Scheme, nor 
is it expected that the company will be included in the UK's 
Carbon Reduction Commitment plan.

Environmental management systems
Approximately half of Spectris' operations (by turnover) have 
received accreditation to the environmental standard ISO14001. 
Other companies are working towards accreditation where this is 
deemed bene"cial for their customers. 

During 2008 no signi"cant environmental incidents were recorded. 

Employees
Spectris' employees are key to the success of the company.  
We employ around 6,000 people in 160 o$ces throughout the 
world, with a high proportion of employees quali"ed at, or  
above, degree level. We are committed to providing our people 
with a creative working environment with plenty of scope for 
individual responsibility and achievement. In 2008, on average, 
3,000 employees were employed in production and engineering,  
with 2,220 in sales and marketing and 500 in administrative 
functions. Compensation and bene"ts, which are in line with  
other leading companies in the sector, are designed to reward  
the achievement of objectives. Annual reviews provide feedback  
on employees' performance, set objectives and identify training 

Business Review
Corporate Social Responsibility continued 

and development opportunities to enable them to meet their  
full potential.

Employment 

Policy
Spectris operates mainly in Europe and the US, but with a growing 
presence in Asia. Although di+erent social and employment 
conditions exist in di+erent locations, Spectris places high priority 
on compliance with the legislative and ethical requirements of the 
countries in which we operate, particularly with respect to 
employment practices, labour rights and equal opportunities. #e 
Company Secretary has overall responsibility for employment 
policies, but responsibility for implementation is delegated to 
individual business units, with operational policies and procedures 
tailored to suit local needs. #e company's employment policy is 
available at www.spectris.com. 

Overall HR policies are set at the centre and implemented by each 
operating business, taking account of local conditions. Spectris 
retains a diverse workforce, valuing the di+erent perspectives of its 
employees, and the company is committed to equal opportunities 
for all employees in terms of recruitment and employment, 
training and development, and promotion. We strive to create a 
culture of honesty, respect and professional excellence whilst 
maintaining a healthy balance between working and personal lives, 
with initiatives such as part-time and job share opportunities 
providing family-friendly working conditions. Employee surveys 
are carried out in a number of companies to measure the views of 
employees on company issues and action plans agreed to address 
the issues raised.

Sta+ turnover is dependent to a large extent upon local market 
conditions, but is generally low, particularly at senior management 
level and amongst technical=R&D sta+, where in-depth technical 
knowledge brings loyalty and commitment to the company. Whilst 
data on employee turnover is not collated centrally, it is monitored 
by individual businesses. 

Graduate recruitment programmes and student work placements 
exist in several companies, providing opportunities for young 
people, particularly scientists, to be introduced to the 
business environment.

Reporting
It is the responsibility of the managing directors in each operating 
company to ensure that all employees are fully aware of Spectris' 
HR policies. #e group monitors compliance through various 
processes, including con"rmation in writing by each business unit 
annually, and consolidated Equal Employment Opportunities 
Commission returns which are produced in the US.

Training and development
Spectris' commitment to training and personal development 
emphasises the importance of retaining sta+ throughout the group 
and ensuring that all employees are encouraged to realise their full 
potential. Annual appraisals and performance reviews are carried 
out to determine training and development needs for individual 
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As part of their commitment to activities that 
stimulate interest in the sciences, PANalytical 
sponsored two students in the 2008 `Expedition 
Greenhouse World' ± an initiative run by Utrecht 
University in the Netherlands. On the week-long 
expedition in October to Spitsbergen, Norway, the 
students visited Longyearbyen glacier where they 
collected rocks full of 40±60 million year old fossils  
of the plants that caused the greenhouse effect at 
that time. They investigated core samples where  
the ancient carbon layers demonstrated the high 
concentrations of atmospheric CO2. These climate 
changes devastated the Palaeocene animal population 
and, during a trip that took them 4km underground, 
the students saw 55-million year old footprints made 
by extinct hippopotamus-like mammals.

Expedition Greenhouse Worldemployees. Malvern and Servomex, our two principal UK 
businesses, have received the Investors in People award for their 
programmes of training, appraisal, employee development and 
skills recognition.

Financial participation in the group is encouraged through the 
Savings Related Share Option Scheme, available to all UK 
employees, and through grants under the group's Performance 
Share Plan made to senior management across the group.

Employee communications
#e company has a policy of encouraging its operating companies 
to provide information to their employees on a regular basis. #is 
information includes matters relating to their company's 
performance, its prospects in the markets it serves and the future 
outlook for its business. In addition to regular sta+ brie"ngs, most 
companies have intranets where news bulletins are posted. 

Health and Safety

Policy
#e Chief Executive has overall responsibility for environment, 
health and safety matters. Senior executives in each of the business 
units are responsible for implementing the company's health and 
safety policy at local level and ensuring compliance with local 
legislation and regulations. #e company's health and safety policy 
can be viewed on our website at www.spectris.com. 

Spectris is committed to providing a working environment at all  
of its sites which, so far as is possible, is safe and without risk to 
health. Each operating company is responsible for ensuring that 
the highest standards of health and safety are achieved by its 
employees and by sub-contractors and suppliers.
 
Reporting
Any serious health and safety incidents are required to be reported 
by the Managing Director of the business in an accident report to 
the Company Secretary, who reports on such issues to the Board. 
All accidents are thoroughly investigated and appropriate 
corrective and preventative actions put in place. No serious injuries 
or deaths have been reported in the last ten years. Although minor 
incidents are monitored locally, statistics for these are not 
compiled for the group as a whole. Audits of health and safety 
policies and procedures are undertaken at all major locations by 
external assessors acting on behalf of the group's insurers on an 
annual basis and recommendations are made for improving 
practices where appropriate.

Human rights 
Spectris believes in the fundamental rights of people in all parts of 
the world and is committed to adopting internationally recognised 
human rights standards wherever it operates. 
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Policy
#e company's human rights policy, which can be viewed at  
www.spectris.com, is consistent with the Principles of Human  
Rights, as set out in the International Labour Organization's Core 
Conventions, and includes policies on non-discrimination, 
harassment, pay and forced labour. #e policy is reviewed periodically 
and any updates are communicated to the operating companies. #e 
Chief Executive has overall responsibility for human rights. 

Spectris takes its commitments to human rights seriously and our 
operating companies are required to ensure that all employees are 
aware of the policy and understand it. In most of the operating 
companies, new employees are provided with an employee 
handbook which includes sections on employee responsibilities  
with regard to equal opportunities, non-discrimination, harassment, 
bullying, disciplinary practices, etc, and new employees must sign  
to say that they have read and understood this. 

In Asia, the General Manager is responsible for ensuring that the 
highest ethical standards are maintained in all of our Asia-based 
operations. Spectris has a number of sales o$ces in China and also 
owns a factory which supplies high quality weighing components. 
#is comprises a modern facility located in a business park along 
with other western companies. #e factory employs skilled 
workers, adopts employment conditions consistent with best local 
practice, and pays wages that are higher than average for the area.

Spectris considers human rights as part of its due diligence process 
for acquisitions, ensuring that the core labour rights, including 
non-discrimination, equal opportunities and freedom of 
association, of the company to be acquired are taken into account.

Reporting
#e Managing Director and Finance Director of each operating 
company are required to certify, on an annual basis, compliance 
with all Spectris policies. Any non-compliance is investigated by 
local human resources managers or by Spectris management or the 
internal audit function if it is serious. Pay practices are monitored 
to ensure they are non-discriminatory. 

Circumstances may also come to light via the company's 
Whistleblowing policy, via which employees may report to the 
business's management team or any Board member, via a 
con"dential email address, any concerns they may have over 
unethical business practices or conduct, dangers to health and 
safety, or breach of company policies. Any such disclosures are 
appropriately investigated. In addition, Spectris is committed to 
protecting the career and reputation of employees who report 
wrongdoing in accordance with established procedures, so long as 
their disclosures are delivered in good faith and seek to safeguard 
the best interests of the group.

Some individual operating companies also have their own 
Whistleblowing processes whereby employees can anonymously 
report concerns over discrimination, harassment etc.

Training
In the US, awareness training on harassment and discrimination is 
carried out, with companies providing regular refresher training 

on harassment and non-discrimination to all employees. In some 
companies there are worldwide programmes on corporate values 
and desired behaviour, with employees being measured against 
these values in their annual performance appraisals.

Ethics
All employees are expected to behave in accordance with the 
company's behavioural values, which are shown opposite.  
#ese values de"ne who we are and how we do business, both  
as individuals and as a company.

Policy
#e ethical standards we expect each employee to meet are set out 
in our Ethics policy which is communicated to all employees. #e 
Ethics policy can be viewed on our website at www.spectris.com. 
#e policy prohibits bribery, corruption and similar facilitation 
payments. Donations to political parties or similar organisations 
are also prohibited. Any allegations of misconduct are thoroughly 
investigated. All operating companies are required to comply with 
export control regulations governing shipment of products and the 
appropriate compliance procedures are in place.

Reporting
As with all Spectris policies, conformity is monitored by self-
certi"cation, on an annual basis, by the Managing Director and 
Finance Director of each operating company that they have 
complied with the policy. Any instances of non-compliance must 
be reported. In particular any known instances of fraud, including 
bribery and corruption, must be speci"cally disclosed. 

Certi"cation forms an integral part of the company's risk 
management and corporate governance processes, and is regularly 
reviewed by the group's internal audit function and the company's 
external auditors. Compliance testing is a formal part of internal 
audit reviews. #rough a structured review process, the internal 
audit function undertakes visits to group locations on a rotational 
basis. #ese visits involve an assessment of the business's key 
internal controls as well as compliance with the group's policies 
and procedures. #e scope of the work performed during internal 
audit visits includes testing to con"rm compliance with the 
group's overall position and policy regarding anti-bribery and 
corruption measures. 

#e results of internal audits and any non-compliance events are 
reported to the Audit Committee.

#e company operates a `Whistleblowing' policy, described above, 
through which known instances of fraud, including bribery and 
corruption, may be reported con"dentially. #is will be 
strengthened in 2009 to include a telephone hotline and an on-line 
reporting system which employees will be able to access 
in anonymity.

Training
Currently a number of Spectris companies provide training to 
employees, however Spectris intends to formalise this with a 
group-wide ethics programme which will be introduced during 

Business Review
Corporate Social Responsibility continued 
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2009. #is formal programme will ensure that the group's ethics 
policy (which includes statements on anti-bribery and corruption) 
is communicated to and acknowledged by all employees in local 
language, and will make training compulsory in all companies, 
either via the HR department or on-line training modules. All 
companies will be required to nominate an ethics compliance 
o$cer. Compliance with the ethics policy and training within each 
company will be monitored by the internal audit function as part 
of the risk assessment process.

Customers
Spectris sells productivity-enhancing instrumentation and services 
to a large number of customers around the world. We have 
developed close working relationships with our customers and in 
many instances involve them in the development of new products 
to ensure they meet their requirements. Surveys of customer 
satisfaction are conducted on a regular basis.

Suppliers
Spectris has no signi"cant suppliers who are dependent upon the 
company's business. Suppliers are paid in line with contractual and 
legal obligations. Spectris businesses work with their suppliers to 
help them to reduce their impact on the environment and to ensure 
that their products meet the relevant legislation. Outsourcing of 
products, particularly in Asia, is to quality-approved organisations 
only which are regularly inspected and audited by the strategic 
purchasing teams and local managements. Appropriate procedures 
are taken, where practicable, to ensure that the company's policies, 
in particular in relation to human rights and ethics, are applied 
to suppliers.

Local communities
Spectris companies worldwide participate in a range of local 
activities and educational initiatives in support of their local 
communities. For example, as part of its sponsorship of activities 
that stimulate interest in the sciences, PANalytical sponsored two 
students on a week-long expedition to Spitsbergen, Norway, in the 
2008 `Expedition Greenhouse World' to explore the climate change 
that took place 55 million years ago. In the UK, Malvern has 
sponsored scientists attending key scienti"c conferences,  
Servomex has "ve apprentices on a scheme and Br;el & Kjñr are 
participating in the `Working with Engineering Education Scheme' 
which links teams of students and their teachers with local 
companies to work on real scienti"c, engineering and technical 
problems.

Donations to charities and community causes in 2008 totalled 
£44,000, of which £22,400 were in the UK (2007: £28,000 of which 
£10,400 in UK). #is included donations to charities following the 
earthquake in China, Cancer Research, the Red Cross, Heifer 
International, and to local arts and educational projects.

Honesty
Acting with absolute integrity in all that we do.

Empowerment
Creating an environment of autonomy in our operating 
companies where people are expected to take the 
initiative and to succeed.

Ownership
Taking personal ownership of the responsibility of  
our roles.

Delivery
Performing to the highest standards against the 
commitments we make both internally and, especially, 
externally to our customers.

Speed
Ensuring that our business decisions are made and 
actions executed with a sense of urgency.

Our values


