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“Elster is fast proving to be 
another great acquisition 
with profit already up by 
over a third. We have 
achieved our original target 
for improving margin two 
years quicker than expected 
and more plans are 
underway. With the excellent 
progress achieved at Elster 
and substantial shareholder 
value being created from 
disposals, 2013 is looking 
like it could be a very 
successful year.”

Christopher Miller
Chairman

For more information about Melrose Industries 
PLC view our website at www.melroseplc.net
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•	 Headline(2) results 
 — Revenue of £1,022.2 million  
(2012: £466.2 million)

 — Operating profit of £165.0 million  
(2012: £75.8 million) 

 — Profit before tax of £139.4 million  
(2012: £65.9 million)

 — Diluted earnings per share from continuing 
and discontinued operations of 8.6p  
(2012: 8.2p), up 5%

•	  Results after exceptional items and intangible 
asset amortisation 

 — Profit before tax of £92.5 million  
(2012: £31.2 million)

 — Diluted earnings per share of 5.1p  
(2012: 3.1p)

•	  Net debt of £1,060 million equal to 2.6× 
EBITDA(3,4) excluding any disposal proceeds

•	  Interim dividend increased by 6% to 2.75p per 
share (2012: 2.6p)

•	 Elster(2) acquisition performing very well
 — Operating profit of £91.2 million, up by over 
one-third on last year

 — Operating margin of 16.0% (2012: 11.1%), 
achieving the acquisition target two years 
ahead of plan

 — Profit conversion to cash of 93%
 — All three sectors, Gas, Electricity and Water, 
have improved profitability

•	  New agreement to supply Brush 
turbogenerators in China to Huadian GE Aero 
Gas Turbine Equipment Company LTD

•	  Truth and Marelli sold, since the half year 
ended, for a combined price of £312 million 
which multiplies the original equity investment in 
these companies by four times

(1) Continuing operations only unless otherwise stated.
(2)  Before exceptional costs, exceptional income and 

intangible asset amortisation.
(3) Per bank facility covenant.
(4)  Headline(2) operating profit before depreciation and 

amortisation.

Financial highlights(1)

Revenue
(Period ended 30 June 2013)

£1,022.2m
2012: £466.2m

Headline(2) profit before tax
(Period ended 30 June 2013)

£139.4m
2012: £65.9m

Headline(2) diluted earnings per share from 
continuing and discontinued operations
(Period ended 30 June 2013)

8.6p
2012: 8.2p

Interim dividend
(Period ended 30 June 2013)

2.75p
2012: 2.6p

www.melroseplc.net
Stock code: MRO 1
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I am pleased to report Melrose’s interim results for 
the six month period to 30 June 2013.

Results for the Group
Revenue for the continuing businesses in the 
period was £1,022.2 million (2012: £466.2 million) 
and headline profit before tax (before exceptional 
costs and intangible asset amortisation) increased 
to £139.4 million (2012: £65.9 million).

The comparative period for 2012 does not include 
results from Elster which was acquired on  
23 August 2012.

Truth, our window and door hardware business, 
was sold on 3 July 2013 for £134.6 million. Marelli 
Motori, a manufacturer of industrial electrical 
motors and smaller generators, was sold on  
1 August 2013 for £176.9 million. The income and 
cash flows from these two businesses are shown 
as discontinued in the period.

Headline diluted earnings per share (“EPS”) on 
continuing and discontinued businesses was 8.6p 
(2012: 8.2p), an increase of 5%.

Further details of these results are contained in the 
Finance Director’s review.

Dividend
Your Board has declared an interim dividend of 
2.75p per share (2012: 2.6p), an increase of 6%. 
The dividend will be paid on 17 October 2013 to 
shareholders on the register at close of business 
on 20 September 2013.

Trading
In current economic conditions revenue growth 
remains challenging and order books are 
still reflecting the uncertainty of the last few 
years. However, we are seeing early signs of 
improvement in 2014 and, in the meantime, we 
continue to focus on operational improvement. 
Operating margins have increased in nearly all of 
our businesses this year.

It is a year since our acquisition of Elster and I 
can report excellent progress. Our initial target of 
improving margins by 3 percentage points over 
three years has been achieved in a single year. We 
have reset our sights and we are confident there 
is more to come. Demand for Elster’s products 
remains good and revenue for the largest division, 
Gas, is up 4% over the same period last year. 
Restructuring projects, particularly in the Electricity 
and Water divisions, have yielded substantial early 
results and while these projects are now virtually 
complete we expect the benefit from them to 
accrue over the next few years. The outlook for 
Elster is exciting.

We continue to invest in our businesses which 
reflects our confidence in their prospects. Of 
particular note is a £30 million project to build a 
new Brush factory in Shanghai to supply Huadian 
GE Aero Gas Turbine Equipment Company LTD. 
The factory is expected to be operational in late 
2015.

Cash generation continues to be strong with tight 
control of working capital an ongoing focus.

More detail on trading is included in the Chief 
Executive’s review.

Chairman’s statement

Melrose Industries PLC
Interim Statement 20132
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Strategy
Our strategy of buying businesses, improving them 
and realising their value at the appropriate time 
– together with associated returns of capital – is 
now well recognised. We have been focusing on 
improving all of our businesses and in particular 
Elster, our latest acquisition, but not ignoring 
the other elements of the Melrose model. After 
the period end, as mentioned earlier, we sold 
Truth and Marelli Motori. In addition, a process 
for the potential sale of Crosby has begun and 
is proceeding well. It is our intention after a 
successful conclusion of the Crosby process, to 
consider a return of capital for a meaningful part 
of the combined proceeds. At that stage, we will 
begin actively looking for another acquisition to 
start another cycle of value creation. As usual, 
we will be highly selective and so no precise time 
frame can be attached to it.

Outlook
As noted previously, order books and sales in 
certain of our “FKI” businesses have not been as 
strong as we would wish in recent periods, largely 
due to financial and economic uncertainty in parts 
of the world. We see conditions slowly improving 
in this respect and we expect 2014 to be a better 
year. Elster has made a much better than expected 
contribution to the Group in its first year with more 
to come. Demand for its products remains good 
and, combined with further margin enhancements, 
this gives us confidence for the balance of 2013 
and 2014.

Christopher Miller
Chairman
29 August 2013

www.melroseplc.net
Stock code: MRO 3
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ELSTER
Each of the three Elster divisions of Gas, Electricity 
and Water made excellent progress during the 
first half of 2013, following their acquisition by 
Melrose in August 2012. The reorganisation of 
Elster into three distinct global businesses has 
driven significant operational improvements. This 
will enable Elster to exploit the projected long term 
growth in the various end markets in which the 
Elster businesses operate.

Elster Gas

Period ended 30 June 
 2013

£m

Revenue  348.1

Headline Operating Profit  76.1

Revenue within Elster Gas increased by more than 
4% when compared to the same pre-acquisition 
period last year. This was driven by strong sales 
of standard residential gas meters both in Europe 
and the US. Demand was particularly strong in 
Eastern Europe and Russia due to a number of 
replacement programmes for life expired meters, 
while in Western Europe the much publicised delay 
in the roll-out of Smart gas meters has temporarily 
increased requirements for standard meters. In the 
US, the major East Coast utilities have all begun 
infrastructure replacement projects following the 
extensive damage caused by Hurricane Sandy last 
year; Elster Gas has benefited in this area from its 
significant share of the worldwide gas residential 
meter and connections market.

As a result of the various margin improvement 
actions, coupled with strong operational control, 
headline operating profit increased by 9% when 
compared to the comparative period  
pre-acquisition last year.

During June 2013, Smart gas meter deliveries 
began in the UK as part of the foundation phase of 
the residential Smart meter programme. The 

UK represents the largest gas meter market in 
Western Europe.

In Italy, Elster Gas has launched its unique Themis 
Plus commercial and industrial gas meter, which 
is the first commercial and industrial diaphragm 
meter in the world to automatically compensate 
for both gas pressure and temperature; this allows 
for the standard volume to be remotely read. 
Until now, these functions have been carried out 
by separate devices and the Italian regulatory 
authorities have indicated that 400,000 meters will 
be replaced by 2016.

During the first half of 2013, Elster Gas acquired 
the remaining 41% minority interest in its Russian 
joint venture company, GasElectronica, at a cost 
of £9.8 million. Russia is the largest gas meter 
market outside the US, with 27 million meter 
points and GasElectronica is the leading player 
in both residential and commercial & industrial 
sectors. In the last two years revenue from this 
company has increased by 50%. With a state led 
meter replacement programme due to commence 
shortly, coupled with initial trials of Smart gas 
meters underway in Moscow, we are confident that 
GasElectronica is well positioned to benefit from 
these growth markets.

The healthy order intake for residential meters in 
the first half of the year, combined with an increase 
in Smart meter volumes and an improving process 
heat control equipment order book, means 
Elster Gas is well placed for a good second half 
performance.

Elster Electricity

Period ended 30 June 
 2013

£m

Revenue 117.9

Headline Operating Profit 6.2

Initiatives to further strengthen and improve 
operational efficiency within the Elster Electricity 

Chief Executive’s review

Melrose Industries PLC
Interim Statement 20134
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division are progressing well. The refocusing of 
the Elster Electricity business in North America 
has now largely been completed, which includes 
enlarging the production facility in Mexico. 
Consolidation of the international footprint is also 
well underway. In Europe, certain manufacturing 
processes have successfully been relocated to a 
central European manufacturing centre based in 
Romania. In Brazil and China operations have been 
streamlined. These changes have contributed 
to a significant increase in operating profit when 
compared to the first half of last year.

The key focus for the Elster Electricity business 
throughout the world has been to ensure that 
sales, engineering and administration functions are 
organised to deliver greater customer satisfaction. 
Investment is being made available for Elster 
Electricity to continue with its strategy to develop 
its automated production capacity, together with 
product engineering to create meters with greater 
performance and lower costs. As part of this 
approach, a new software suite called Callisto 
was launched during the first half of 2013, which 
integrates applications from external providers 
and makes it easier for utilities to implement 
and run a Smart meter system. Elster Electricity 
has also launched Enacto in the first half of 
2013, a software system that improves energy 
management. In close cooperation with important 
Central European customers, Elster Electricity has 
implemented a Smart meter pilot with the new  
G3-PLC standard, which delivers the highest 
security standards seen to date in the market.

As part of its engagement in Smart metering 
projects around the world, Elster Electricity is 
active in industry and government bodies to define 
meter data communication standards to meet 
the requirements of consumer organisations, as 
well as regulators, in particular delivering low total 
operating costs and a high level of data security.

Elster Electricity has secured several significant 
Smart meter pilot projects in countries including 
Russia, France, Germany, Spain, Canada, Mexico 
and the US. With the EU countries committed to 
installing Smart meters in all households by 2022, 
and further focus on optimising the electricity grid 
in North and South America, the Elster Electricity 
business is well positioned for future profitable 
growth. 

Elster Water

Period ended 30 June 
 2013

£m

Revenue 103.2

Headline Operating Profit 10.5

Elster Water delivered a very good “year-on-year” 
operating improvement during the first half of 2013. 
This followed its recent product line and facility 
restructuring programme, which was commenced 
in 2012 and continued through the first half of 
2013. All current restructuring programmes are 
expected to be completed during the third quarter 
of this year, with additional benefits being achieved 
from the second half of this year. Elster Water 
will then be in a strong position to exploit growth 
opportunities with its core products in key markets.

Elster Water revenue was down by 13% 
compared to the same period last year, mainly 
as a consequence of deliberate cessation of 
unprofitable sales. However, the decision to close 
under-performing businesses in Italy, Poland and 
Colombia, along with the rationalisation of product 
lines in Germany and the cessation of mechanical 
meter manufacturing in North America, improved 
profitability dramatically. Operating profit increased 
by more than 100% as the benefits of business 
restructuring, production efficiency, price-mix 
improvement and material cost reduction initiatives 
were realised.

www.melroseplc.net
Stock code: MRO 5
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Alongside this restructuring, Elster Water renewed 
its focus on innovative, high accuracy, advanced 
mechanical and electronic meters, which are 
providing customers with enhanced metering 
solutions, thus supporting both optimised revenue 
collection and conservation objectives. 

Significant capital expenditure was also approved 
during the period in order to increase the capacity 
of polymer bodied meter production. This 
investment will be made during the second half of 
the year.

In North America, Elster Water has been very 
successful in developing its sales of electronic 
meters in conjunction with its customers and 
business partners. With positive feedback from the 
market to date, Elster Water expects a high level of 
future growth from these products.

The variable aspects of the business, such as 
commodity cost volatility, are not expected to give 
rise to major risks in the short to medium term. The 
revenue outlook in key markets remains positive 
for 2013 and Elster Water expects to sustain its 
improved performance into the second half in order 
to end its first full year under Melrose ownership 
with a transformed business performance.

ENERGY

Period ended 30 June 
 2013

£m
2012(1)

£m

Revenue 167.4 174.6

Headline Operating Profit 35.8 36.1

(1)  Restated to include the results of Marelli within 
discontinued operations.

Brush
Brush performed well during the first half of 2013 
within a challenging environment. Operating profit 
was similar to the levels achieved in the same 
period last year, with revenue slightly lower.

As indicated in previous announcements, within 
the Turbogenerators business, macroeconomic 
factors typically take time to impact new machine 
order intake, due to the “late cycle” nature of 
the industry. The Eurozone crisis and its global 
repercussions served to create delays in the level 
of funding approvals and uncertainty in investment 
decisions. This had a negative effect on order 
intake levels from Brush’s Turbine OEM customers 
and is expected to continue through to the first half 
of 2014.

Whilst the overall turbine market is believed 
to be down by approximately 40%, the Brush 
Turbogenerators business has managed to deliver 
superior performance with generator revenue 
down by just 6% during the first half of 2013. This 
performance has included a higher than normal 
proportion of smaller machines. 

Brush continued to make efficiency gains in order 
to mitigate the difficult economic conditions. 
Investment is also being made to update 
production machinery and facilities, together with a 
restructuring of its operations in the Netherlands.

A new investment is being made within Brush 
to build a factory in the Shanghai area of China, 
which will require a £30 million investment over 
the next 2–3 years. As part of this investment 
Huadian GE Aero Gas Turbine Equipment 
Company LTD has agreed to purchase 90% of 
its generator requirement during the period from 
2015 through 2020 from the new factory. When 
this new development is operational it will serve 
the domestic Chinese market and support Brush’s 
key Turbine OEM customers in order to satisfy 
the growing market for gas turbine driven power 
generation. It is anticipated that the Chinese 
factory will enter production during the second half 
of 2015.

Chief Executive’s review continued

Melrose Industries PLC
Interim Statement 20136
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Considerable investment and resources are 
being applied to the continuous development of 
the Brush generator product range. Significant 
success is being achieved in increasing the 
efficiency and power outputs of the trusted DAX 
range. Such developments will ensure that Brush 
continues to remain at the forefront of technology, 
in order to maintain and expand its market leading 
position.

The first air cooled 200MW 2-pole generator was 
developed last year. This new product is in its final 
stages of manufacture, with first deliveries due to 
be made to customers towards the end of 2013.

The growth and development of the Aftermarket 
business continues to be a key priority, in order to 
capitalise on the significant fleet of Brush machines 
in the global market. During the first half of 2013, 
the decision was made to create a new global 
division for the Aftermarket business, in order to 
focus on growth and allow for workshop facilities 
and service engineers to be managed more 
efficiently as one global operating division. The 
Aftermarket business in the US will also benefit 
from a significant capital investment, which is in the 
process of being made, in order to increase both 
efficiency and capacity. Order intake within the 
Aftermarket business is up by 19% on the previous 
year as a result of these various initiatives.

Revenue within the Brush Transformers business 
increased by 13% on last year. An investment 
programme to reorganise the production process 
and value engineer the product is nearing 
completion and has resulted in significant margin 
improvements. Additional capabilities are also 
being developed to design and manufacture high 
voltage 132kV transformers, in order to support 
distribution customers in the UK and open up 
increased export potential for these products.

The Hawker Siddeley Switchgear (“HSS”) business 
is experiencing another strong year. Although 
revenue during the first half was only marginally 
higher than the same period last year, operating 
profit was up by 40%. The HSS business was able 
to benefit from a restructuring programme carried 
out in 2012, together with a capital investment 
project to upgrade factory production lines, which 
is nearly complete. New product development 
remains a key priority for HSS, as the second half 
outlook remains positive for this business.

Overall, the Brush division remains well positioned 
for growth, due to the medium and long term 
growth prospects in power generation markets 
and in particular the aero-derivative gas turbine 
sector, where Brush has a strong leading market 
position. Entry into the Chinese market will also 
allow for additional growth opportunities, as will 
a continued focus on operational improvements, 
development of the Aftermarket business, further 
reorganisations, product development and capital 
investment.

LIFTING

Period ended 30 June 
 2013

£m
2012

£m

Revenue 266.7 266.3

Headline Operating Profit 50.4 47.2

Bridon
Revenue within Bridon was comparable with the 
same period of last year. However, operating 
profit increased due to continued productivity 
gains in the business, improved efficiencies and a 
continued focus on higher margin products despite 
increased price pressures. 

There was a mixed performance during the period 
from Bridon’s key end-user markets. Within the Oil 
& Gas sector, Bridon’s largest end-user market, 
activity and customer order books remained 
strong, with projects continuing despite economic 

www.melroseplc.net
Stock code: MRO 7
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Chief Executive’s review continued

uncertainty. Bridon has continued to experience 
a high level of customer enquiries and quotation 
requests from its customers in the Oil & Gas 
industry, although final order placement on a 
number of key projects has been slower than 
expected. 

Customer demand from Offshore activity 
continued to be strong with a number of new 
projects identified. Demand for drill lines and riser 
tensioners is well ahead of last year. Bridon’s 
ability to supply high quality, reliable and safe 
rope solutions in demanding conditions is key to 
winning business from oil companies, in order 
to help them meet the challenges of increasingly 
difficult operating environments, particularly in 
deep-water exploration and production.

Customer orders within the mining market 
have been weaker than expected, as there has 
been some destocking within the supply chain, 
particularly in North America and Russia. The 
recent strikes in South Africa have affected a large 
number of mines; this has impacted demand 
creating excess capacity in the market.

Growth within the Brazilian market has continued, 
due to both the development of the Oil & Gas 
market and the establishment of a Bridon service 
centre; customer orders from these new emerging 
markets are being satisfied by Bridon’s European 
and North American factories.

Bridon’s new Neptune facility, based on the 
deep-water port of the river Tyne in Newcastle, 
is now fully operational and will continue to focus 
on production of the larger and heavier ropes. 
Early orders are now being received and customer 
reaction has been very encouraging. The Wire Mill 
in Doncaster, UK, continues to perform well. The 
new Technology Centre, also based in Doncaster, 
was opened in February 2013 following a  
£4.5 million investment and has already been used 
for complex investigations and customer testing 

and will assist Bridon in further developing rope 
performance.

Although order intake during the first half of 2013 
was weaker than anticipated, the underlying 
markets and quotation activity remain strong. 
Bridon has a leading market position in sectors 
with favourable prospects, such as Oil & Gas and 
mining, so longer term prospects remain good. 

Crosby
Crosby experienced a good start to the year. 
Performance was driven by several growth and 
profit initiatives which were launched in late 2012 
and early 2013, the benefits of which are now 
being realised. 

Construction markets in North America are 
showing signs of improvement and prospects 
within the Oil & Gas industry remain steady and 
ready for growth as global economic conditions 
improve. Crosby remains well positioned to take 
advantage of this.

An increased focus has been placed on developing 
growth opportunities in locations such as China, 
Latin America and the Pacific Rim. Brazil and 
China continue to be priority markets for Crosby, 
as their respective offshore energy sectors 
continue to show high growth potential. Crosby is 
also exploring promising growth opportunities in 
Chile, Mexico, Peru, South Korea and Japan.

In China, the expansion of Crosby’s Block and 
Sheave Centre has now been completed, which 
will nearly double the size of the facility. Efforts are 
ongoing to expand production capabilities in terms 
of both volume and product range. The Hangzhou 
facility achieved both its API Q1/8C and key OEM 
customer certifications last year; as a result of this 
it is expected that mobile crane and land-based 
and offshore rig OEM companies will continue to 
increase the number of orders that can be satisfied 
within China.

Melrose Industries PLC
Interim Statement 20138
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Several large capital investment projects are 
in the process of being implemented within 
Crosby’s facilities in the US and Canada, designed 
to improve operational performance. These 
investments include new machinery such as a 
large forging hammer, induction heaters and 
expansion of powder coat/paint lines, as well as a 
modernised galvanizing facility. This investment will 
assist Crosby in improving quality, reducing cost 
and providing the necessary production growth 
capacity.

In keeping with its long history of developing 
innovative new products, Crosby released a new 
ultracold temperature swivel hoist ring line during 
the first half of 2013, at the request of global 
energy equipment manufacturers. This product will 
initially be used for handling subsea well control 
equipment and is approved for working load limits 
up to 28,000 lb.

The current strength of Crosby’s order book and 
the predicted strength of oil prices should enable 
Crosby to perform above the levels achieved in 
2012. The business is focusing on operational 
excellence and supply chain management in order 
to ensure it can continue to deliver future growth.

Acco
Acco performed extremely well during the first 
half of 2013 from a profitability perspective, with 
operating profit up on the prior year. This was 
achieved due to a favourable product mix and a 
continued focus on achieving labour efficiencies.

By focusing on supplying specialty markets the 
outlook remains positive for this business for both 
the remainder of this year and into 2014.

OTHER INDUSTRIAL 

Period ended 30 June 
 2013

£m
2012(1)

£m

Revenue 18.9 25.3

Headline Operating Profit 0.7 2.2

(1)  Restated to include the results of Truth within 
discontinued operations.

Harris
Both revenue and orders for Harris decreased 
during the first half of 2013, as demand for scrap 
waste recycling machines fell. Consequently, this 
has also had a negative effect on operating profit.

During the year, Harris continued to implement 
customer strategies in order to strengthen its 
position within the scrap and waste recycling 
industries. This included a focus on site equipment 
evaluations and technical training, together with 
an expansion of the Harris distribution network by 
adding three new distributors in the Southwest, 
Mid-Atlantic and Southeast regions of the US. The 
business also continued to expand its presence in 
Latin America in order to get a foothold within the 
growing recycling industry. 

Despite these efforts, it is expected that economic 
conditions will remain difficult for Harris, as the 
slowdown in key scrap generation markets is 
expected to continue for the remainder of 2013.

Simon Peckham
Chief Executive
29 August 2013

www.melroseplc.net
Stock code: MRO 9
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Continuing and discontinued operations
The continuing operations at 30 June 2013 consist 
of four divisions, namely Elster, Energy, Lifting and 
Other Industrial. Elster was acquired on 23 August 
2012 and so distorts the comparisons to last year.

In addition, two businesses, Truth and Marelli, are 
shown on the Balance Sheet as held for sale at  
30 June 2013 and their income and cash flows are 
shown as discontinued in all periods. Both of these 
businesses have been sold since the half year.

Trading results — continuing operations
To help understand the results of the continuing 
operations the term “headline” has been used. 
This refers to results calculated before exceptional 
items and intangible asset amortisation as this is 
considered by the Board to be the best measure of 
performance.

For continuing operations, revenue for the six 
months ended 30 June 2013 was £1,022.2 million 
(2012: £466.2 million). Headline operating profit 
was £165.0 million (2012: £75.8 million) and 
the Group headline operating margin (defined 
as headline operating profit as a percentage of 
revenue) for the six months was 16.1% (2012: 
16.3%). Headline profit before tax for the Group 
was £139.4 million (2012: £65.9 million).

After exceptional items and intangible asset 
amortisation, operating profit was £118.1 million 
(2012: £50.1 million) and profit before tax was 
£92.5 million (2012: £31.2 million).
 
Trading by division — continuing operations
A split of revenue and headline operating profit 
by division is shown in the table below. The 
performance of these trading divisions is discussed 
in the Chief Executive’s review.

Finance Director’s review

2013 2012

Revenue
£m

Headline
operating

profit/(loss)
£m

Headline 
operating 

margin
%

Revenue
£m

Headline
operating

profit/(loss)
£m

Headline 
operating 

margin
%

Elster 569.2 91.2 16.0 – – –

Energy 167.4 35.8 21.4 174.6 36.1 20.7

Lifting 266.7 50.4 18.9 266.3 47.2 17.7

Other Industrial 18.9 0.7 3.7 25.3 2.2 8.7

Central — corporate – (6.1) – – (5.7) –

Central — LTIPs(1) – (7.0) – – (4.0) –

Continuing Group 1,022.2 165.0 16.1 466.2 75.8 16.3

(1) Long term incentive plans.

Melrose Industries PLC
Interim Statement 201310
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Central costs comprise £6.1 million (2012:  
£5.7 million) for corporate costs, £2.0 million 
(2012: £1.5 million) for the Melrose share-based 
Incentive Scheme and £5.0 million (2012:  
£2.5 million) for the cash-based incentive schemes 
for the senior operational management within the 
businesses, including Elster for 2013 only.

Exceptional items
In the six months to 30 June 2013 the Group 
incurred exceptional operating costs of  
£11.3 million (2012: £14.8 million) which relate to 
further restructuring programmes within the  
Elster businesses totalling £9.0 million and  
£2.3 million of disposal costs primarily relating to 
Truth and Marelli.

The charge for amortisation of intangible assets in 
the period was £35.6 million (2012: £10.9 million) 
with the increase relating to Elster.

Fair value exercise
Following the Elster acquisition in August 2012, 
the extensive review of the Elster assets, liabilities 
and accounting policies in accordance with 
IFRS 3: “Business Combinations” has now been 
completed.

Since the year end this review has resulted 
in goodwill increasing by £29.3 million with 
corresponding increases to provisions of  
£32.9 million, deferred tax assets of £5.2 million, 
and other payables of £0.9 million. In addition, 
inventory and property, plant and equipment 
reduced by £0.6 million and £0.1 million 
respectively.

A summary of the total provisions now being held 
is included later in this review.

Earnings per share (“EPS”)
The EPS numbers have been restated in each 
period for the classification of Truth and Marelli as 
discontinued operations and for the adoption of 
IAS 19 (revised): “Employee benefits”, discussed in 
the pensions section of this review.

Truth and Marelli were both owned for the 
entirety of the period and therefore the headline 
diluted EPS for both continuing and discontinued 
operations is considered to be the most accurate 
reflection of performance for the first half of 2013. 
On this basis the headline diluted EPS was 8.6p, 
which is up 5% compared to last year.

In addition to the headline numbers, in accordance 
with IAS 33, two sets of basic and diluted EPS 
numbers are disclosed on the face of the Income 
Statement, one for continuing operations and one 
that also includes discontinued operations. In the 
six months ended 30 June 2013 the diluted EPS 
for continuing operations was 5.1p (2012: 3.1p) 
and for continuing and discontinued operations 
was 5.9p (2012: 4.5p). These are calculated after 
exceptional costs and amortisation of intangible 
assets.

Tax
The Group Income Statement headline tax rate 
for continuing businesses in the period was 28% 
(2012: 25%). This rate has increased due to the 
addition of Elster which has a tax rate above the 
Group average. After exceptional items the tax rate 
in the period was 28% (2012: 27%).

The continuing Group paid £21.6 million of tax 
in the period which equates to a rate of 15% on 
headline profit before tax.

www.melroseplc.net
Stock code: MRO 11
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Total cash inflow from trading after all costs in the 
period was strong at £63.2 million. The increase 
in net debt in the period of £62.7 million included 
a £40.3 million adverse foreign exchange impact 
and significant restructuring costs and spend on 
provisions in the period of £42.5 million. Despite 
this, the increase in net debt has been kept to a 
minimum.

The net debt at 30 June 2013 of £1,060.4 million 
does not include the net proceeds from the 
disposal of Truth on 3 July 2013 or Marelli on  
1 August 2013 which totalled approximately 

£300 million. These disposals are discussed in the 
Post Balance Sheet section of this review.

Capital expenditure
The net capital expenditure to depreciation ratio 
was 1.1× in the six months to 30 June 2013.
Whilst this ratio is below the long term average 
for Melrose of 1.3×, it was 1.6× for the non-Elster 
businesses and was particularly high in the Energy 
division. The ratio for Elster was 0.7× while the 
Board assesses strategies for these businesses 
but this is expected to increase in the second half 
of 2013.

Finance Director’s review continued

Cash generation and net debt
During the first six months of 2013 the operating cash generated before capital expenditure as a 
percentage of the relevant profit measure was 86% (2012: 82%). An analysis of the cash generation 
performance for the six months to 30 June 2013 is shown in the table below:

Cash flow from trading (after all costs including tax)

Six months 
ended 

30 June 2013
£m

Headline operating profit 165.0

Depreciation and amortisation of computer software and development costs 23.6

Working capital movement (25.5)

Headline operating cash flow (pre capex) 163.1

Headline EBITDA conversion to cash (pre capex) % 86%

Net capital expenditure (26.0)

Net interest and net tax paid (34.7)

Defined benefit pension contributions (16.0)

Net other (including discontinued operations) (23.2)

Cash inflow from trading (after all costs including tax) 63.2

Movement in net debt £m

Opening net debt (997.7)

Cash flow from trading (after all costs including tax) 63.2

Net cash flow from acquisitions and disposals (20.0)

Amount paid to shareholders (63.3)

Foreign exchange and other non-cash movements (42.6)

Closing net debt (1,060.4)

Melrose Industries PLC
Interim Statement 201312
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The net capital expenditure and depreciation by division for the period was as follows:

Elster Energy Lifting
Other

Industrial  Central Total

Net capital expenditure £m 9.8 7.9  7.9  0.2  0.2  26.0

Depreciation £m 13.4  3.0  6.4  0.5  0.3  23.6

Net capital expenditure to 
 depreciation ratio  0.7×  2.6×  1.2×  0.4×  0.7×  1.1×

PROVISIONS
Total provisions as at 30 June 2013 were  
£266.6 million (31 December 2012 restated: 
£287.2 million) the largest elements of which relate 
to environmental, legal and warranty provisions 
of £171.5 million. The following table details the 
movement in provisions in the period and shows 
that the cash spend in the period was balanced  
by the extra provisions identified in Elster following 
the completion of the fair value review along  
with the new restructuring programmes signed  
off in the period.

The table also shows that the net charge to 
headline operating profit in the period was  
£8.7 million which included £5.0 million of 
divisional LTIP charge along with normal warranty 
expense in the period.

During the six months to 30 June 2013 the 
cash spend on provisions was £42.5 million 
which included £29.1 million for the restructuring 
programmes and fair value provisions set up 
following the acquisition of Elster. The remaining 
net cash spend relates to the non-Elster 
businesses and includes £1.6 million for the 
Crosby Forge France restructuring programme 
announced in 2012 and a £3.4 million divisional 
management LTIP payment.

As discussed in the exceptional items section 
of this review, further restructuring has been 
announced in the Elster businesses in the period 
totalling £9.0 million. This is mostly expected to be 
spent in the second half of 2013.

The other movements on provisions in the period 
relate to the net effect of the unwind of discounting 
on long term provisions, the reclassification of a 
provision as held for sale and the foreign exchange 
impact in the period.

Total
£m

At 31 December 2012(1) 287.2

Utilised — cash spend (42.5)

Utilised — non-cash spend (5.2)

Net charge to headline operating profit 8.7

Net charge to exceptional costs 9.0

Other (including foreign exchange) 9.4

At 30 June 2013 266.6
 
(1) Restated to reflect the £32.9 million of provisions identified from the completion of the acquisition accounting of Elster.

www.melroseplc.net
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Leverage and interest cover
Leverage for banking purposes, being the net debt 
to headline EBITDA ratio calculated using average 
rates, was 2.60× at 30 June 2013 (31 December 
2012: 2.64×). The covenant test at 30 June 2013 
was 3.50× and so sufficient headroom existed.
 
The calculation of EBITDA for the last 12 months 
includes the results of the Elster businesses for  
the period despite being under previous ownership 
for the first seven weeks of that time. The  
pre-ownership period is adjusted to approximate 
the impact of the transition to IFRS and the impact 
of the fair value review in this period.
 
The interest cover at 30 June 2013 was 10.2×  
(31 December 2012: 9.1×) and is therefore 
comfortable against the interest cover covenant 
test of 4.0×.
 
Pensions
The Group has a number of defined benefit and 
defined contribution pension plans. 
 
On 1 January 2013 IAS 19 (revised): “Employee 
benefits” was adopted which increased the  
pre-tax pension expense in the period by  
£3.5 million compared to what it would have 
been under the previous IAS 19 guidance. The 
comparative period has been restated to reflect 
these new rules which has reduced headline 
operating profit by £0.9 million and increased 
interest expense by £1.2 million in the six month 
period to 30 June 2012.
 

The most significant pension plans in the Group 
are the FKI UK Pension Plan, the FKI US Pension 
Plans, the McKechnie UK Pension Plan and the 
Elster US Pension Plans. These plans represented 
91% of the Group’s defined benefit plan obligations 
and 98% of the Group’s defined benefit plan 
assets as at 31 December 2012. The valuation 
of these Plans was updated as at 30 June 2013 
by independent actuaries to reflect updated key 
assumptions. 
 
The accounting deficits relating to these Plans 
totalled £97.0 million (31 December 2012:  
£158.0 million). These Plans had assets at 30 June 
2013 of £1,088.9 million (31 December 2012: 
£1,025.3 million) and liabilities of £1,185.9 million  
(31 December 2012: £1,183.3 million). 
 
The two main reasons for the reduction in the 
deficit on these plans were due to the US discount 
rate increasing from 3.9% to 4.6%, which reduced 
the value placed on liabilities by £21.5 million, 
and also due to good asset returns on all pension 
plans, which resulted in gains of £39.2 million. 
 
Total assets and liabilities in the Group’s defined 
benefit plans have also been updated to reflect 
the £16.0 million of contributions made by the 
employer companies and the benefits earned 
during the period to 30 June 2013. 
 
The Melrose Group contributes £20.0 million to 
the FKI UK Pension Plan and £5.2 million to the 
McKechnie UK Pension Plan per annum. 
 

Finance Director’s review continued

Melrose Industries PLC
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Exchange
Exchange rates used in the periods included in this interim report were:
 

 
Average

rate
Closing

rate

US Dollar:   

Six months to 30 June 2013 1.54 1.52

Twelve months to 31 December 2012 1.59 1.62

Nineteen weeks to 31 December 2012 used for the Elster businesses 1.61 1.62

Six months to 30 June 2012 1.58 1.57

Euro:   

Six months to 30 June 2013 1.18 1.17

Twelve months to 31 December 2012 1.23 1.23

Nineteen weeks to 31 December 2012 used for the Elster businesses 1.24 1.23

Six months to 30 June 2012 1.22 1.24
 

The main exposures to foreign currencies within 
the Group are the US Dollar and the Euro.
 
Overall the translation effect on the Group 
results for the six months to 30 June 2013 was 
to increase both continuing Group revenue and 
headline operating profit by 2%.
 
Principal risks and uncertainties
The principal risks and uncertainties faced by the 
Group have not changed from 2012. In summary 
the financial risks include liquidity risk, finance cost 
risk, exchange rate risk, contract and warranty risk, 
commodity cost risk and pension risk. These risks 
have the potential to affect the Group’s results and 
financial position during the remainder of 2013. A 
more detailed explanation of risks and uncertainties 
is set out on pages 37 to 39 of the Annual Report 
for the year ended 31 December 2012, a copy 
of which is available on the Company’s website, 
www.melroseplc.net.
 

Post Balance Sheet events — completion of 
the disposals of Truth and Marelli
On 3 July 2013 Truth, a business previously shown 
within the Other Industrial division, was sold for 
£134.6 million (US$204.7 million). The costs 
relating to this disposal were £3.3 million and Truth 
had net assets of £39.3 million at 30 June 2013.
 
On 1 August 2013 Marelli, a business previously 
shown within the Energy division, was sold for 
£176.9 million (€207.0 million). The costs relating 
to this disposal were £6.7 million and Marelli had 
net assets of £100.0 million at 30 June 2013.
 

Geoffrey Martin
Group Finance Director
29 August 2013
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We confirm that to the best of our knowledge:

a) the condensed set of financial statements has 
been prepared in accordance with IAS 34: 
“Interim Financial Reporting”;

b) the interim management report includes a 
fair review of the information required by DTR 
4.2.7R (indication of important events during 
the first six months and description of principal 
risks and uncertainties for the remaining six 
months of the year); and

c) the interim management report includes a 
fair review of the information required by 
DTR 4.2.8R (disclosure of related parties’ 
transactions and changes therein).

By order of the Board

Simon Peckham
Chief Executive
29 August 2013

Geoffrey Martin
Group Finance Director
29 August 2013

Responsibility statement
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We have been engaged by the Company to review 
the condensed set of financial statements in the 
half-yearly financial report for the six months ended 
30 June 2013 which comprises the Condensed 
Consolidated Income Statement, the Condensed 
Consolidated Statement of Comprehensive Income, 
the Condensed Consolidated Statement of Cash 
Flows, the Condensed Consolidated Balance 
Sheet, the Condensed Consolidated Statement 
of Changes in Equity and related notes 1 to 15. 
We have read the other information contained 
in the half-yearly financial report and considered 
whether it contains any apparent misstatements or 
material inconsistencies with the information in the 
condensed set of financial statements.

This report is made solely to the Company in 
accordance with International Standard on Review 
Engagements (UK and Ireland) 2410 “Review of 
Interim Financial Information Performed by the 
Independent Auditor of the Entity” issued by the 
Auditing Practices Board. Our work has been 
undertaken so that we might state to the Company 
those matters we are required to state to it in 
an independent review 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 for our review work, for 
this report, or for the conclusions we have formed.

Directors’ responsibilities
The half-yearly financial report is the responsibility 
of, and has been approved by, the Directors. 
The Directors are responsible for preparing the 
half-yearly financial report in accordance with the 
Disclosure and Transparency Rules of the United 
Kingdom’s Financial Conduct Authority.

As disclosed in note 2, the annual financial 
statements of the Group are prepared in 
accordance with IFRSs as adopted by the 
European Union. The condensed set of financial 
statements included in this half-yearly financial 
report has been prepared in accordance with 

International Accounting Standard 34, “Interim 
Financial Reporting”, as adopted by the  
European Union.

Our responsibility
Our responsibility is to express to the Company 
a conclusion on the condensed set of financial 
statements in the half-yearly financial report based 
on our review.

Scope of review 
We conducted our review in accordance with 
International Standard on Review Engagements 
(UK and Ireland) 2410 “Review of Interim Financial 
Information Performed by the Independent Auditor 
of the Entity” issued by the Auditing Practices 
Board for use in the United Kingdom. A review of 
interim financial information consists of making 
enquiries, primarily of persons responsible for 
financial and accounting matters, and applying 
analytical and other review procedures. A review is 
substantially less in scope than an audit conducted 
in accordance with International Standards on 
Auditing (UK and Ireland) and consequently does 
not enable us to obtain assurance that we would 
become aware of all significant matters that might 
be identified in an audit. Accordingly, we do not 
express an audit opinion.

Conclusion
Based on our review, nothing has come to our 
attention that causes us to believe that the 
condensed set of financial statements in the half-
yearly financial report for the six months ended  
30 June 2013 is not prepared, in all material 
respects, in accordance with International 
Accounting Standard 34 as adopted by the 
European Union and the Disclosure and 
Transparency Rules of the United Kingdom’s 
Financial Conduct Authority.

Deloitte LLP
Chartered Accountants and Statutory Auditor
London, UK
29 August 2013

Independent review report to Melrose Industries PLC
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Notes

6 months 
 ended

30 June 
 2013

Unaudited
£m

Restated(1) 
6 months

ended
30 June

2012
Unaudited

£m

Restated(1)

year
 ended

31 December
2012

£m

Continuing operations
Revenue 3 1,022.2  466.2  1,350.4 
Cost of sales (667.0) (314.0) (918.7)
Gross profit 355.2  152.2  431.7 
Headline(2) operating expenses (192.5) (76.1) (219.9)
Share of results of joint ventures 2.3  (0.3) 0.8 
Intangible asset amortisation (35.6) (10.9) (37.2)
Exceptional operating costs 5 (11.3) (14.8) (73.9)
Exceptional operating income 5 –  –  7.0 
Total operating expenses 4 (237.1) (102.1) (323.2)
Operating profit 118.1  50.1  108.5 
Headline(2) operating profit 3 165.0  75.8  212.6 

Headline(2) finance costs (37.0) (12.8) (42.4)
Exceptional finance costs 5 –  (9.0) (16.3)
Total finance costs (37.0) (21.8) (58.7)
Finance income 11.4  2.9  11.0 
Profit before tax 92.5  31.2  60.8 
Headline(2) profit before tax 139.4  65.9  181.2 

Headline(2) tax (39.0) (16.7) (48.2)
Exceptional tax(3) 13.1  8.2  8.0
Total tax 6 (25.9) (8.5) (40.2)
Profit for the period from continuing operations 66.6  22.7  20.6
Headline(2) profit for the period from continuing 
 operations 100.4  49.2  133.0 

Discontinued operations
Profit for the period from discontinued operations 10 10.6  10.5  20.2 
Profit for the period 77.2  33.2  40.8 
Attributable to:
Owners of the parent 75.8  33.2  39.1 
Non-controlling interests 1.4  –  1.7 

77.2  33.2  40.8 
Earnings per share
From continuing operations
 – Basic 7 5.2p 3.2p 2.0p
 – Diluted 7 5.1p 3.1p 2.0p
From continuing and discontinued operations
 – Basic 7 6.0p 4.7p 4.1p
 – Diluted 7 5.9p 4.5p 4.1p
 – Headline(2) diluted 7 8.6p 8.2p 16.0p

(1)  Restated to include the results of Truth and Marelli within discontinued operations and for the adoption of IAS 19 
(revised): “Employee benefits”.

(2) Before exceptional costs, exceptional income and intangible asset amortisation.
(3) Includes exceptional tax and tax on exceptional items and intangible asset amortisation.

Condensed Consolidated Income Statement
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6 months 
 ended

30 June 
 2013

Unaudited
£m

Restated(1) 
6 months

ended
30 June

2012
Unaudited

£m

Restated(1)

year
 ended

31 December
2012

£m

Profit for the period 77.2 33.2  40.8 

Items that will not be reclassified subsequently
 to the Income Statement:

Remeasurement of net retirement benefit obligations 55.4 (29.0) (59.0)

Income tax relating to items that will not be reclassified – 1.5  3.5 

55.4 (27.5) (55.5)

Items that may be reclassified subsequently to
 the Income Statement:

Currency translation on net investments 88.9 (11.4) (1.2)

Currency translation on non-controlling interests 0.1 –  0.2

Gains/(losses) on cash flow hedges 8.9 (4.3) (6.2)

Transfer to Income Statement on cash flow hedges 0.3 9.4  11.9 

Income tax relating to items that may be reclassified 0.2 (0.4) (2.2)

98.4 (6.7) 2.5 

Other comprehensive income/(expense) after tax 153.8 (34.2) (53.0)

Total comprehensive income/(expense) 
 for the period 231.0 (1.0) (12.2)

Attributable to:

Owners of the parent 229.5 (1.0) (14.1)

Non-controlling interests 1.5 –  1.9 

231.0 (1.0) (12.2)

(1)  Restated for the adoption of IAS 19 (revised): “Employee benefits” and IAS 1: “Presentation of items of other 
comprehensive income”.

Condensed Consolidated Statement of Comprehensive Income
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Notes

6 months 
 ended

30 June 
 2013

Unaudited
£m

Restated(1) 
6 months

ended
30 June

2012
Unaudited

£m

Restated(1)

year
 ended

31 December
2012

£m

Net cash from operating activities from continuing 
 operations 14 69.6  6.2  16.2 
Net cash from operating activities from discontinued 
 operations 14 9.6  8.7  26.3 
Net cash from operating activities 79.2  14.9  42.5 
Investing activities
Disposal of businesses 0.7  30.7  30.7 
Net cash disposed –  (1.2) (1.2)
Acquisition of subsidiaries and non-controlling interests (11.0) –  (1,500.4)
Acquisition and disposal costs (9.7) (2.4) (27.6)
Purchase of property, plant and equipment (25.6) (20.7) (47.0)
Proceeds from disposal of property, plant and equipment 1.8  0.3  1.4 
Purchase of computer software and development costs (2.2) (0.3) (2.1)
Dividends received from joint ventures 2.3  –  0.3 
Interest received 11.4  2.9  11.0 
Cash acquired on acquisition of Elster –  –  105.6 
Dividends paid to non-controlling interests –  (0.1) (0.1)
Net cash (used in)/from investing activities from 
 continuing operations (32.3) 9.2  (1,429.4)
Net cash used in investing activities from discontinued 
 operations 14 (3.7) (3.8) (7.0)
Net cash (used in)/from investing activities (36.0) 5.4  (1,436.4)
Financing activities
Return of capital –  (1.1) (1.1)
Repayment of borrowings (26.0) (483.2) (1,176.9)
Net proceeds from Rights Issue –  –  1,168.1 
New bank loans raised –  423.6  1,467.1 
Costs of raising finance –  (3.2) (33.1)
Dividends paid 9 (63.3) (32.8) (65.7)
Net cash (used in)/from financing activities from 
 continuing operations (89.3) (96.7) 1,358.4 
Net cash used in financing activities from discontinued 
 operations 14  –  –  – 
Net cash (used in)/from financing activities (89.3) (96.7) 1,358.4 
Net decrease in cash and cash equivalents (46.1) (76.4) (35.5)
Cash and cash equivalents at the beginning of the period 156.5  195.6  195.6 
Effect of foreign exchange rate changes 3.3  (2.5) (3.6)
Cash and cash equivalents at the end of the period 113.7  116.7  156.5 
Cash classified as held for sale (9.2) –  – 
Cash and cash equivalents in continuing Group at 
 end of period 104.5  116.7  156.5

(1) Restated to include the cash flows of Truth and Marelli within discontinued operations.

As at 30 June 2013, the Group’s net debt was £1,060.4 million (30 June 2012: £306.5 million;  
31 December 2012: £997.7 million). A reconciliation of the movement in net debt is shown in note 14.

Condensed Consolidated Statement of Cash Flows
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Notes

30 June 
 2013

Unaudited
£m

30 June
2012

Unaudited
£m

31 December
2012

Restated(1)

£m

Non-current assets
Goodwill and other intangible assets 3,092.2  879.0  3,048.8 
Property, plant and equipment 293.3  208.3  318.8 
Interests in joint ventures 13.2  –  12.4 
Derivative financial assets 13 2.9  –  – 
Deferred tax assets 149.2  49.2  150.3 
Trade and other receivables 0.5  0.6  0.3 

3,551.3  1,137.1  3,530.6 
Current assets
Inventories 336.0  218.0  375.5 
Trade and other receivables 351.9  215.2  384.1 
Derivative financial assets 13 3.0  1.6  3.3 
Cash and cash equivalents 104.5  116.7  156.5 
Assets held for sale 206.8  –  – 

1,002.2  551.5  919.4 
Total assets 3 4,553.5  1,688.6  4,450.0 
Current liabilities
Trade and other payables 480.5  273.8  540.3 
Interest-bearing loans and borrowings 6.2  –  6.2 
Derivative financial liabilities 13 4.2  8.4  7.0 
Current tax liabilities 48.6  27.1  41.0 
Provisions 11 80.6  45.7  101.8 
Liabilities held for sale(2) 67.5  –  – 

687.6  355.0  696.3 
Net current assets 314.6  196.5  223.1 
Non-current liabilities
Trade and other payables 3.5  1.6  2.6 
Interest-bearing loans and borrowings 1,167.9  423.2  1,148.0 
Derivative financial liabilities 13 –  2.5  3.5 
Deferred tax liabilities 411.8  95.6  411.2 
Retirement benefit obligations 12 201.6  131.4  261.3 
Provisions 11 186.0  63.3  185.4 

1,970.8  717.6  2,012.0 
Total liabilities 3 2,658.4  1,072.6  2,708.3 
Net assets 1,895.1  616.0  1,741.7 
Equity 
Issued share capital 1.3  469.2  1.3 
Merger reserve 1,190.6  1,190.6  1,190.6 
Other reserves (757.1) (874.4) (757.1)
Hedging and translation reserves 98.6  (9.3) 0.3 
Retained earnings 1,358.5  (160.1) 1,299.5 
Equity attributable to owners of the parent 1,891.9  616.0  1,734.6 
Non-controlling interests 3.2  –  7.1 
Total equity 1,895.1  616.0  1,741.7

(1) Restated to reflect the completion of the acquisition accounting of Elster.
(2) Liabilities directly associated with assets classified as held for sale.

Condensed Consolidated Balance Sheet
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Issued
share 

capital
£m

Merger
reserve

£m

Other 
reserves

£m

Capital 
redemption 

reserve
£m

Hedging 
and 

translation 
reserves

£m

Retained 
earnings

£m

Equity 
attributable
 to owners 

of the 
parent

£m

Non-
controlling

interests
£m

Total 
equity

£m

At 1 January 2012 (audited) 494.9 1,190.6 (874.4) (26.8) (2.6) (133.4) 648.3  0.1  648.4 

Profit for the period – – – – – 33.2  33.2  –  33.2 

Other comprehensive 
 expense – – – – (6.7) (27.5) (34.2) –  (34.2)

Total comprehensive 
 (expense)/income – – – – (6.7) 5.7  (1.0) –  (1.0)

Preference C shares 
 redeemed (25.7) – – 26.8 – (1.1) –  –  – 

Dividends paid – – – – – (32.8) (32.8) (0.1) (32.9)

Credit to equity for 
 equity-settled share-
 based payments – – – – – 1.5  1.5  –  1.5 

At 30 June 2012 
 (unaudited) 469.2 1,190.6 (874.4) – (9.3) (160.1) 616.0  –  616.0 

Profit for the period – – – – – 5.9 5.9 1.7 7.6

Other comprehensive 
 income/(expense) – – – – 9.6 (28.6) (19.0) 0.2 (18.8)

Total comprehensive 
 income/(expense) – – – – 9.6 (22.7) (13.1) 1.9 (11.2)

Issue of new shares 1,050.8 – 117.3 – – – 1,168.1 – 1,168.1

Acquisition of Elster – – – – – – – 6.1 6.1

Purchase of non-controlling
 interests – – – – – (5.5) (5.5) (0.9) (6.4)

Dividends paid – – – – – (32.9) (32.9) – (32.9)

Credit to equity for 
 equity-settled share-
 based payments – – – – – 2.0 2.0 – 2.0

Capital reduction (1,518.7) – – – – 1,518.7 – – –

At 31 December 2012 
 (audited) 1.3 1,190.6 (757.1) – 0.3 1,299.5 1,734.6 7.1 1,741.7

Profit for the period – – – – – 75.8 75.8 1.4 77.2

Other comprehensive  
 income – – – – 98.3 55.4 153.7 0.1 153.8

Total comprehensive 
 income – – – – 98.3 131.2 229.5 1.5 231.0

Purchase of non-controlling
 interests – – – – – (10.9) (10.9) (0.1) (11.0)

Dividends paid – – – – – (63.3) (63.3) (5.3) (68.6)

Credit to equity for 
 equity-settled share-
 based payments – – – – – 2.0 2.0 – 2.0

At 30 June 2013 
 (unaudited) 1.3 1,190.6 (757.1) – 98.6 1,358.5 1,891.9 3.2 1,895.1

 

Condensed Consolidated Statement of Changes in Equity
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1. Corporate information
The interim financial information for the six months ended 30 June 2013 has been reviewed by the 
auditor, but not audited. The information for the year ended 31 December 2012 shown in this report 
does not constitute statutory accounts for that year as defined in section 434 of the Companies Act 
2006. A copy of the statutory accounts for that year has been delivered to the Registrar of Companies. 
The auditor has reported on those accounts. Their report was unqualified, did not draw attention to 
any matters by way of emphasis and did not contain a statement under section 498 (2) or (3) of the 
Companies Act 2006.

The comparative information in these interim financial statements has been restated to include the results 
and cash flows of Truth, previously disclosed within the Other Industrial segment, and Marelli, previously 
disclosed within the Energy segment, within discontinued operations, and exclude them from continuing 
operations as these businesses have been classified as held for sale at 30 June 2013. The comparative 
information has also been restated in accordance with the adoption of IAS 19 (revised): “Employee 
benefits”. The Balance Sheet at 31 December 2012 has been restated to reflect the completion of the 
acquisition accounting of Elster.

2. Summary of significant accounting policies
The interim financial information for the six months ended 30 June 2013, which has been approved 
by a committee of the Board of Directors on 29 August 2013, has been prepared on the basis of the 
accounting policies set out in the Group’s 2012 Annual Report and financial statements on pages 77 to 
84, other than for the adoption of the new accounting standards noted below. The Group’s 2012 Annual 
Report and financial statements can be found on the Group’s website www.melroseplc.net. This Interim 
Statement should therefore be read in conjunction with the 2012 information. The accounting policies 
used in the preparation of the interim financial information have been consistently applied to all periods 
presented. The annual financial statements are prepared in accordance with IFRS as adopted by the 
European Union. This Interim Statement has been prepared in accordance with IAS 34: “Interim Financial 
Reporting” as adopted by the European Union.

Adoption of new accounting standards
In the current financial year, the Group has adopted the amendments to IAS 1: “Presentation of items 
of other comprehensive income”, IAS 19 (revised): “Employee benefits” and IFRS 13: “Fair value 
measurement”.

The amendments to IAS 1 require items of other comprehensive income to be grouped by those items 
that will be reclassified subsequently to profit or loss and those that will never be reclassified, together 
with their associated income tax. The amendments have been applied retrospectively, and hence the 
presentation of items of comprehensive income have been restated to reflect the change. The effect of 
these changes is evident from the Condensed Consolidated Statement of Comprehensive Income.

Notes to the condensed financial statements

Melrose Industries PLC
Interim Statement 201324

Melrose-Interim Report-2013 - proof 5.indd   24 24/09/2013   13:00:40



22874.02      24 September 2013 12:59 PM      Proof 5

2. Summary of significant accounting policies (continued)
The adoption of IAS 19 (revised): “Employee benefits” impacts the measurement of the various 
components representing movements in the defined benefit pension obligation and associated 
disclosures but not the total obligation itself. The impact on the current period in adopting the revised 
standard has been to increase headline operating expenses by £1.3 million and finance costs by  
£2.2 million whilst reducing taxation expense by £1.0 million and increasing other comprehensive income 
by £2.5 million. In accordance with IAS 19 (revised): “Employee benefits”, the comparative periods 
have been restated as if the new standard was effective from 1 January 2012. The impact has been to 
increase headline operating expenses in 2012 by £2.1 million (period to 30 June 2012: £0.9 million), 
increase finance costs in 2012 by £2.7 million (period to 30 June 2012: £1.2 million), whilst reducing 
taxation expense by £1.4 million (period to 30 June 2012: £0.7 million) and reducing other comprehensive 
expense in 2012 by £3.4 million (period to 30 June 2012: £1.4 million).

The adoption of IFRS 13: “Fair value measurement” has introduced new disclosures, as set out in note 13.

Going concern
The Group’s business activities in the period, together with the factors likely to affect its future 
development, performance and position are set out in the Chief Executive’s review.

The Group’s principal risks and uncertainties are unchanged from 2012 and are discussed in the Finance 
Director’s review. These are set out in more detail on pages 37 to 39 in the Group’s Annual Report for the 
year ended 31 December 2012.

After making appropriate enquiries, the Directors have a reasonable expectation that the Group has 
adequate resources to continue in operational existence for the foreseeable future. Accordingly, they 
continue to adopt the going concern basis in preparing these Interim Statements.

3. Segment information
Segment information is presented in accordance with IFRS 8: “Operating segments” which requires 
operating segments to be identified on the basis of internal reports about components of the Group that 
are regularly reported to the Group’s Board in order to allocate resources to the segments and assess 
their performance. The Group’s reportable operating segments under IFRS 8 are as follows:

•	 Elster (Gas, Electricity, Water)
•	 Energy
•	 Lifting
•	 Other Industrial

The Elster segments of Gas, Electricity and Water serve residential and industrial metering and utilisation 
markets whilst providing related communications, networking and software solutions. The Energy 
segment incorporates the Brush business, specialist suppliers of energy industrial products to the global 
market. The Lifting segment consists of the businesses of Bridon, Crosby and Acco, serving oil & gas 
production, mining, petrochemical, alternative energy and general construction markets. The Other 
Industrial segment consists primarily of the Harris business, serving the steel recycling markets. 
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3. Segment information (continued)
There are two central cost centres which are also separately reported to the Board:

•	 Central – corporate
•	 Central – LTIPs(1)

(1) Long term incentive plans.

The Central corporate cost centre contains the Melrose Group head office costs whilst the Central LTIPs 
cost centre contains the costs associated with the five-year 2012 Melrose Incentive Scheme (granted on 
11 April 2012) and the divisional management LTIP schemes that are in operation across the Group.

The discontinued operations incorporate the Truth and Marelli businesses, classified as held for sale at  
30 June 2013, and the MPC business which was disposed of in June 2012.

The comparative information for the year ended 31 December 2012 includes the results of Elster for the 
19 week period from 23 August 2012 to 31 December 2012.

Transfer prices between business units are set on an arm’s length basis in a manner similar to 
transactions with third parties.

The Group’s geographical segments are determined by the location of the Group’s non-current assets 
and, for revenue, the location of external customers. Inter-segment sales are not material and have not 
been included in the segment information. 

The following tables present revenue, profit and certain asset and liability information regarding the 
Group’s operating segments for the six month period ended 30 June 2013 and comparative periods: 

Notes to the condensed financial statements continued
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3. Segment information (continued)
Segment revenues and results

Segment revenue from external customers

Note

6 months 
ended 

30 June 
2013

£m

Restated(1) 
6 months 

ended
30 June 

2012
£m

Restated(1) 
year 

ended 
31 December 

2012
£m

Continuing operations

Elster(2) 569.2 – 411.1

Energy 167.4 174.6 365.8

Lifting 266.7 266.3 524.4

Other Industrial 18.9 25.3 49.1

Total continuing operations 1,022.2 466.2 1,350.4

Discontinued operations 10 114.1 134.3 236.9

Total revenue 1,136.3 600.5 1,587.3

(1) Restated to include the results of Truth and Marelli within discontinued operations.
(2)  Elster revenue comprises: Gas £348.1 million (year ended 31 December 2012: £236.9 million),  

Electricity £117.9 million (year ended 31 December 2012: £106.8 million) and Water £103.2 million (year ended  
31 December 2012: £67.4 million).
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3. Segment information (continued)
Segment result

Notes

6 months 
ended 

30 June 
2013

£m

Restated(1) 
6 months 

ended
30 June 

2012
£m

Restated(1) 
year 

ended 
31 December 

2012
£m

Continuing operations

Elster(2) 91.2  –  57.8 

Energy 35.8  36.1  78.1 

Lifting 50.4  47.2  95.2 

Other Industrial 0.7  2.2  3.9 

Central – corporate (6.1) (5.7) (13.9)

Central – LTIPs(3) (7.0) (4.0) (8.5)

Headline(4) operating profit 165.0  75.8  212.6 

Intangible asset amortisation (35.6) (10.9) (37.2)

Exceptional costs – operating 5 (11.3) (14.8) (73.9)

Exceptional income – operating 5 –  –  7.0 

Operating profit 118.1  50.1  108.5 

Finance costs – headline(4) (37.0) (12.8) (42.4)

Finance costs – exceptional 5 –  (9.0) (16.3)

Finance income 11.4  2.9  11.0 

Profit before tax 92.5  31.2  60.8 

Tax 6 (25.9) (8.5) (40.2)

Profit for the period from discontinued operations 10 10.6  10.5  20.2 

Profit for the period 77.2  33.2  40.8 

(1)  Restated to include the results of Truth and Marelli within discontinued operations and for the adoption of IAS 19 
(revised): “Employee benefits”.

(2)  Elster headline(4) operating profit comprises: Gas £76.1 million (year ended 31 December 2012: £46.7 million), 
Electricity £6.2 million (year ended 31 December 2012: £12.6 million), Water £10.5 million (year ended 31 December 
2012: £1.4 million) and Elster central costs £1.6 million (year ended 31 December 2012: £2.9 million).

(3) Long term incentive plans.
(4) As defined on the Income Statement.

Notes to the condensed financial statements continued
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3. Segment information (continued)

Total assets Total liabilities

30 June 
2013

£m

Restated(1) 

30 June
 2012

£m

Restated(2) 

31 December 
2012

£m

30 June
 2013

£m

Restated(1) 

30 June
 2012

£m

Restated(2) 
31 December 

2012
£m

Continuing operations

Elster(3) 2,832.4 – 2,762.0 928.3 – 948.8

Energy 501.4 502.0 495.8 147.8 201.7 183.5

Lifting 811.7 783.6 769.6 200.8 246.5 206.7

Other Industrial 34.7 31.4 34.6 9.1 13.2 10.1

Central – corporate 166.5 183.4 209.9 1,283.0 536.1 1,281.3

Central – LTIPs(4) – – – 21.9 17.8 20.3

Total continuing operations 4,346.7 1,500.4 4,271.9 2,590.9 1,015.3 2,650.7

Discontinued operations 206.8 188.2 178.1 67.5 57.3 57.6

Total 4,553.5 1,688.6 4,450.0 2,658.4 1,072.6 2,708.3

(1) Restated to include the total assets and total liabilities of Truth and Marelli within discontinued operations. 
(2)  Restated to include the total assets and total liabilities of Truth and Marelli within discontinued operations and for the 

completion of the acquisition accounting of Elster.
(3)  Elster total assets comprises: Gas £2,227.2 million (31 December 2012: £2,134.0 million), Electricity £354.1 million  

(31 December 2012: £345.7 million), Water £238.9 million (31 December 2012: £257.3 million) and Elster central  
£12.2 million (31 December 2012: £25.0 million). Elster total liabilities comprises: Gas £577.9 million (31 December 
2012: £600.9 million), Electricity £120.3 million (31 December 2012: £128.2 million), Water £153.7 million  
(31 December 2012: £171.9 million) and Elster central £76.4 million (31 December 2012: £47.8 million).

(4) Long term incentive plans.
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3. Segment information (continued)

Capital expenditure(1) Depreciation(1) 

6 months
ended

30 June 
2013

£m

Restated(2) 

6 months
ended

30 June
 2012

£m

Restated(2) 

year 
ended 

31 December 
2012

£m

6 months
 ended 

30 June
 2013

£m

Restated(2) 

6 months 
ended 

30 June
 2012

£m

Restated(2) 
year 

ended 
31 December 

2012
£m

Continuing operations

Elster(3) 11.4 – 9.0 13.4 – 9.1

Energy 7.9 4.3 8.3 3.0 2.6 4.9

Lifting 7.7 15.4 30.4 6.4 5.1 9.9

Other Industrial 0.2 0.8 1.0 0.5 0.5 1.0

Central – corporate 0.2 0.8 0.9 0.3 0.3 0.6

Total continuing operations 27.4 21.3 49.6 23.6 8.5 25.5

Discontinued operations 4.3 3.8 7.1 2.5 3.6 5.9

Total 31.7 25.1 56.7 26.1 12.1 31.4

(1) Including computer software and development costs.
(2) Restated to include the capital expenditure(1) and depreciation(1) of Truth and Marelli within discontinued operations.
(3)  Elster capital expenditure comprises: Gas £6.5 million (year ended 31 December 2012: £5.5 million),  

Electricity £3.1 million (year ended 31 December 2012: £1.5 million) and Water £1.8 million (year ended 31 December  
2012: £2.0 million). Elster depreciation comprises: Gas £7.6 million (year ended 31 December 2012: £5.1 million), 
Electricity £3.4 million (year ended 31 December 2012: £2.0 million) and Water £2.4 million (year ended 31 December 
2012:  £2.0 million).

Geographical information
The Group operates in various geographical areas around the world. The Group’s country of domicile 
is the UK and the Group’s revenues and non-current assets in Europe and North America are also 
considered to be material.

Notes to the condensed financial statements continued

Melrose Industries PLC
Interim Statement 201330

Melrose-Interim Report-2013 - proof 5.indd   30 24/09/2013   13:00:41



22874.02      24 September 2013 12:59 PM      Proof 5

3. Segment information (continued)
The Group’s revenue from external customers and information about its segment assets (non-current 
assets excluding interests in joint ventures, derivative financial assets, deferred tax assets and non-current 
trade and other receivables) by geographical location are detailed below:

Revenue(1) from external customers Non-current assets

6 months
ended

30 June 
2013

£m

Restated(2) 

6 months
ended

30 June
 2012

£m

Restated(2) 

year
ended 

31 December 
2012

£m

30 June
 2013

£m

Restated(2)  
30 June

 2012
£m

Restated(3) 
31 December 

2012
£m

UK 95.9 52.0 136.1 415.9 354.0 418.2

Europe 303.0 87.3 356.5 1,730.5 243.2 1,670.4

North America 399.3 217.1 570.5 1,156.1 389.1 1,100.1

Other 224.0 109.8 287.3 83.0 8.9 87.2

Total continuing operations 1,022.2 466.2 1,350.4 3,385.5 995.2 3,275.9

Discontinued operations 114.1 134.3 236.9 – 92.1 91.7

Total 1,136.3 600.5 1,587.3 3,385.5 1,087.3 3,367.6

(1)  Revenue is presented by destination.
(2)  Restated to include the revenue from external customers and non-current assets of Truth and Marelli within 

discontinued operations.
(3)  Restated to include the non-current assets of Truth and Marelli within discontinued operations and to reflect the 

completion of the acquisition accounting of Elster.

4. Operating expenses

Operating expenses comprise:

6 months 
ended 

30 June 
2013

£m

Restated(1)

6 months
 ended

 30 June 
2012

£m

Restated(1)

year
ended

31 December 
2012

£m

Continuing operations

Selling and distribution costs 86.2  35.3 101.1 

Administration expenses 141.9  51.7 156.0 

Share of results of joint ventures (2.3) 0.3 (0.8)

Other operating costs – exceptional 11.3  14.8 73.9 

Other operating income – exceptional –  – (7.0)

Total operating expenses from continuing operations 237.1 102.1 323.2 

Total operating expenses from discontinued operations 13.4 14.3 27.7 

Total operating expenses 250.5 116.4 350.9 

(1)  Restated to include the results of Truth and Marelli within discontinued operations and for the adoption of IAS 19 
(revised): “Employee benefits”.
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5. Exceptional costs 

Exceptional costs

6 months 
ended 

30 June 
2013

£m

6 months
 ended

 30 June 
2012

£m

Year
ended

31 December 
2012

£m

Continuing operations

Restructuring costs 9.0 1.9 54.4

Acquisition, disposal and financing costs

 – operating 2.3 12.9 19.5

 – financing – 9.0 16.3

Total exceptional costs 11.3 23.8 90.2

Total exceptional costs – operating 11.3 14.8 73.9

Total exceptional costs – financing – 9.0 16.3

Total exceptional costs 11.3 23.8 90.2

During the six months to 30 June 2013 further restructuring programmes have been announced at each 
of the three businesses within Elster resulting in a restructuring charge for the period of £9.0 million (2012: 
£1.9 million relating to non-Elster businesses).

Disposal costs of £2.3 million were committed at 30 June 2013 primarily in respect of the disposals of the 
Truth and Marelli businesses. In the period to 30 June 2012, the acquisition costs of £12.9 million related 
to the acquisition of Elster and the refinancing costs of £9.0 million related to interest rate swap close-out 
costs and accelerated amortisation of arrangement fees.

Exceptional income

6 months 
ended 

30 June 
2013

£m

6 months
 ended

 30 June 
2012

£m

Year
ended

31 December 
2012

£m

Continuing operations

Pension curtailment gain – – 7.0

Total exceptional income – – 7.0

During 2012, a number of amendments were made to Elster retirement medical benefits and retirement 
life insurance benefits in the US. These removed £7.0 million of liabilities resulting in a curtailment gain on 
these plans.

Notes to the condensed financial statements continued
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6. Tax

Analysis of the charge in the period:

6 months 
ended 

30 June 
2013

£m

Restated(1)

6 months
 ended

 30 June 
2012

£m

Restated(1)

year
ended

31 December 
2012

£m

Continuing operations

Current tax 27.1  18.7  36.9

Deferred tax (1.2) (10.2) 3.3

Total income tax charge from continuing operations 25.9  8.5  40.2

Discontinued operations

Current tax 6.0  3.5  7.0

Deferred tax (0.4) 0.9  1.1

Total income tax charge from discontinued operations 5.6  4.4  8.1

Total income tax charge 31.5  12.9  48.3

(1)  Restated to include the results of Marelli and Truth within discontinued operations and for the adoption of IAS 19 
(revised): “Employee benefits”.

The effective tax rate in respect of headline profit before tax on continuing activities for the year is 
expected to be 28.0% (period to 30 June 2012: 25.3%). The headline tax charge on continuing activities 
has been calculated by applying the expected rate to the headline profit before tax of £139.4 million 
(period to 30 June 2012: £65.9 million), giving a headline tax charge of £39.0 million (period to 30 June 
2012: £16.7 million). 

The headline tax charge on continuing activities of £39.0 million (period to 30 June 2012: £16.7 million) 
has been reduced by a tax credit on exceptional items and intangible asset amortisation of £13.1 million 
(period to 30 June 2012: £8.2 million) to give a total tax charge on continuing activities of £25.9 million 
(period to 30 June 2012: £8.5 million). The tax credit on exceptional items includes a deferred tax credit 
on the amortisation of intangible assets of £10.4 million (period to 30 June 2012: £6.0 million) and a 
current tax credit of £2.7 million (period to 30 June 2012: £2.2 million) in respect of reorganisation costs 
recognised as exceptional.

In addition to the amount charged to the Income Statement, a credit of £0.2 million (period to 30 June 
2012: £1.1 million) has been recognised directly in the Statement of Comprehensive Income. This 
represents a tax credit of £0.2 million (period to 30 June 2012: tax charge of £0.4 million) in respect of 
movements on cash flow hedges and a tax credit of £nil (period to 30 June 2012: £1.5 million) in respect 
of the remeasurement of net retirement benefit obligations.
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7. Earnings per share

Earnings attributable to owners of the parent

6 months 
ended 

30 June 
2013

£m

Restated(1)

6 months
 ended

 30 June 
2012

£m

Restated(1)

year
ended

31 December 
2012

£m

Profit for the purposes of earnings per share 75.8  33.2  39.1 

Less: profit for the period from discontinued operations 
 (note 10) (10.6) (10.5) (20.2)

Earnings for basis of earnings per share from 
 continuing operations 65.2  22.7  18.9 

Continuing operations:

Intangible asset amortisation 35.6  10.9  37.2 

Exceptional costs (note 5) – operating 11.3  14.8  73.9 

Exceptional costs (note 5) – financing –  9.0  16.3 

Exceptional income (note 5) – operating –  –  (7.0)

Exceptional tax(2) (13.1) (8.2) (8.0)

Earnings for basis of headline(2) earnings per share 
 from continuing operations 99.0  49.2  131.3 

Discontinued operations:

Profit for the period from discontinued operations (note 10) 10.6  10.5  20.2 

Loss on disposal of businesses –  0.6  0.6 

Intangible asset amortisation 0.9  0.9  1.9 

Tax on intangible asset amortisation (0.4) (0.2) (0.7)

Earnings for basis of headline(2) earnings per share 
 from continuing and discontinued operations 110.1  61.0  153.3

(1)  Restated to include the results of Truth and Marelli within discontinued operations and for the adoption of IAS 19 
(revised): “Employee benefits”.

(2) As defined on the Income Statement.

6 months 
ended 

30 June 
2013

Number

6 months
 ended

 30 June 
2012

Number

Year
ended

31 December 
2012

Number

Weighted average number of Ordinary Shares for the 
 purposes of basic earnings per share (million) 1,266.6 710.2 945.4

Further shares for the purposes of diluted earnings per 
 share (million) 7.4 30.7 15.3

Weighted average number of Ordinary Shares for the 
 purposes of diluted earnings per share (million) 1,274.0 740.9 960.7
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7. Earnings per share (continued)

Earnings per share

6 months 
ended 

30 June 
2013

£m

Restated(1)

6 months
 ended

 30 June 
2012

£m

Restated(1)

year
ended

31 December 
2012

£m

Basic earnings per share
From continuing and discontinued operations 6.0 4.7 4.1
From continuing operations 5.2 3.2 2.0
From discontinued operations 0.8 1.5 2.1
Diluted earnings per share
From continuing and discontinued operations 5.9 4.5 4.1
From continuing operations 5.1 3.1 2.0
From discontinued operations 0.8 1.4 2.1
Headline(2) diluted earnings per share
From continuing and discontinued operations 8.6 8.2 16.0

(1)  Restated to include the results of Truth and Marelli within discontinued operations and for the adoption of IAS 19 
(revised): “Employee benefits”.

(2) As defined on the Income Statement.

8. Goodwill and other intangible assets
During the period, the Group has completed its review of the assets and liabilities acquired following 
the Elster acquisition on 23 August 2012. As a result the Group has recorded its final adjustments to 
the opening balance sheet of Elster. In accordance with IFRS 3: “Business combinations” the Balance 
Sheet at 31 December 2012 has been restated to reflect this. These adjustments increase provisions by 
£32.9 million, deferred tax assets by £5.2 million, other payables by £0.9 million and reduce inventory 
and property, plant and equipment by £0.6 million and £0.1 million respectively. The corresponding 
adjustment is to increase goodwill by £29.3 million.

9. Dividends
6 months 

ended 
30 June 

2013
£m

6 months
 ended

 30 June 
2012

£m

Year
ended

31 December 
2012

£m

Final dividend for the year ended 31 December 2011 
 paid of 8.4p (4.8p)(1) – 32.8 32.8
Interim dividend for the year ended 31 December 2012 
 paid of 2.6p – – 32.9
Final dividend for the year ended 31 December 2012 
 paid of 5.0p 63.3 – –
Total dividends paid 63.3 32.8 65.7
Proposed interim dividend for the period ended 30 June 
 2013 of 2.75p 34.8 – –

(1) Adjusted to include the effects of the Rights Issue as reported in the 2012 Annual Report.
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9. Dividends (continued)
A proposed 2013 interim dividend of 2.75p per Ordinary Share was approved by the Board on 29 August 
2013 and, in accordance with IAS 10, has not been included as a liability as at 30 June 2013.

10. Discontinued operations
The comparative information in these interim financial statements has been restated to exclude the 
results and cash flows of Truth and Marelli from continuing operations and include them as discontinued 
operations. 

Discontinued operations in 2012 also contain the results and cash flows of the MPC business disposed 
on 25 June 2012.

Financial performance of discontinued operations:

6 months 
ended 

30 June 
2013

Unaudited
£m

Restated(1)

6 months
 ended

 30 June 
2012

Unaudited
£m

Restated(1)

year
ended

31 December 
2012

£m

Revenue 114.1  134.3  236.9 

Operating costs (97.0) (117.8) (206.0)

Headline(2) operating profit 17.1  16.5  30.9 

Intangible asset amortisation (0.9) (0.9) (1.9)

Net finance expenses –  (0.1) (0.1)

Profit before tax 16.2  15.5  28.9 

Headline(2) tax (6.0) (4.6) (8.8)

Tax on intangible asset amortisation 0.4  0.2  0.7 

Profit after tax 10.6  11.1  20.8 

Loss on disposal of net assets of discontinued operations –  (0.6) (0.6)

Profit for the period from discontinued operations 10.6  10.5  20.2 

Attributable to:

Owners of the parent 10.6  10.5  20.2 

10.6  10.5  20.2 

(1) Restated to include the results of Truth and Marelli within discontinued operations.
(2) As defined on the Income Statement.

Assets held for sale
The Truth and Marelli businesses were classified as held for sale at 30 June 2013 and the assets and 
liabilities of these businesses are presented separately in the Balance Sheet at 30 June 2013. The Truth 
operation was disposed on 3 July 2013 and the Marelli operation disposed on 1 August 2013.
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11. Provisions
Surplus 

leasehold
property 

costs
£m

Environmental 
and 

legal costs
£m

Incentive 
scheme 
related

£m

Warranty 
related
 costs

£m
Other

£m
Total

£m

At 1 January 2013 restated(1) 31.5  68.7  20.3  102.5  64.2  287.2 

Utilised (5.5) (3.1) (3.4) (5.3) (30.4) (47.7)

Arising in the period –  3.3  5.0  0.2  9.2  17.7 

Unwinding of discount 0.3  0.2  –  –  –  0.5 

Amounts reclassified as held  
 for sale –  (0.4) –  –  –  (0.4)

Exchange differences 0.7  1.7  –  3.7  3.2  9.3 

At 30 June 2013 27.0  70.4  21.9  101.1  46.2  266.6 

Current 7.2  10.7  –  20.2  42.5  80.6 

Non-current 19.8  59.7  21.9  80.9  3.7  186.0 

27.0  70.4  21.9  101.1  46.2  266.6 

(1) Restated to reflect the completion of the acquisition accounting of Elster.

The provision for surplus leasehold property costs represents the estimated net rentals payable over the 
term of the leases together with any dilapidation costs. 

Environmental and legal costs provisions relate to the estimated remediation costs of pollution, soil and 
groundwater contamination at certain sites and estimated future costs and settlements in relation to legal 
claims. 

Incentive scheme related provisions are in respect of long term incentive plans for divisional senior 
management.

The provision for warranty related costs represents the best estimate of the expenditure required to settle 
the Group’s obligations. Warranty terms are, on average, between one and five years.

Other provisions relate primarily to costs that will be incurred in respect of restructuring programmes and 
contractual obligations.
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12. Retirement benefit obligations
The defined benefit obligation at 30 June 2013 of £201.6 million (31 December 2012: £261.3 million) is 
estimated based on the latest full actuarial valuations at 31 December 2011 for UK and US plans. The 
valuations of the four most significant plans, namely, the FKI UK Pension Plan, the FKI US Pension Plans, 
the McKechnie UK Pension Plan and the Elster US Pension Plans have been updated at 30 June 2013 by 
independent actuaries to reflect updated assumptions regarding discount rates, inflation rates and asset 
values. These assumptions were as follows:

30 June 2013

FKI UK
plan

% pa

McKechnie 
UK plan

% pa

FKI 
US plans

% pa

Elster 
US plans

% pa

Rate of increase in salaries N/A 3.90%(1) N/A 4.00%

Rate of increase in pensions in payment 3.20% 3.20% N/A N/A

Discount rate 4.60% 4.60% 4.60% 4.60%

RPI inflation assumptions 3.40% 3.40% N/A N/A

31 December 2012

FKI UK
plan

% pa

McKechnie 
UK plan

% pa

FKI 
US plans

% pa

Elster 
US plans

% pa

Rate of increase in salaries N/A 3.50%(1) N/A 4.00%

Rate of increase in pensions in payment 2.90% 3.00% N/A N/A

Discount rate 4.50% 4.50% 3.90% 3.90%

RPI inflation assumptions 3.00% 3.00% N/A N/A

(1) Closed to the accrual of future benefits but active members’ benefits are linked to current salaries.

In addition, the defined benefit plan assets and liabilities have been updated to reflect the £16.0 million 
of contributions made to the defined benefit plans during the period and the benefits earned during the 
period to 30 June 2013.
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13. Financial instruments
The table below sets out the Group’s accounting classification of each category of financial assets and 
liabilities and their fair values at 30 June 2013 and 31 December 2012:

Total
£m

30 June 2013

Financial assets

Cash and cash equivalents(1) 104.5 

Net trade receivables 284.8 

Derivative financial assets 5.9 

Financial liabilities

Interest-bearing loans and borrowings (1,174.1)

Derivative financial liabilities (4.2)

Other financial liabilities (465.5)

31 December 2012

Financial assets

Cash and cash equivalents 156.5 

Net trade receivables 321.5 

Derivative financial assets 3.3 

Financial liabilities

Interest-bearing loans and borrowings (1,154.2)

Derivative financial liabilities (10.5)

Other financial liabilities (523.1)

(1) In addition, £9.2 million of cash and cash equivalents is classified as held for sale as at 30 June 2013.

Maturity of financial liabilities
The maturity profile of anticipated future cash flows including interest in relation to the Group’s financial 
liabilities, on an undiscounted basis and which, therefore, differs from both the carrying value and fair 
value is shown in the table below. Interest on floating rate debt is based on the relevant LIBOR curve for 
US Dollar and Sterling balances and the EURIBOR curve for Euro balances. Interest on hedging interest 
rate swaps is based on the relevant forward LIBOR curves for US Dollar and Sterling amounts and 
EURIBOR curve for Euro amounts and is illustrated as a net cash flow.
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13. Financial instruments (continued)
Interest-
bearing 

loans and
borrowings

£m

Derivative 
financial 
liabilities

£m

Other 
financial 
liabilities 

£m

Total
financial
liabilities

£m

Within one year 37.8  4.2  462.0 504.0 

In one to two years 59.9  –  3.5 63.4 

In two to five years 1,248.7  –  – 1,248.7 

Effect of financing rates (172.3) –  – (172.3)

30 June 2013 1,174.1  4.2  465.5 1,643.8 

Within one year 33.3  7.0  520.5 560.8 

In one to two years 28.2  3.8  2.6 34.6 

In two to five years 1,252.9  (0.3) – 1,252.6 

Effect of financing rates (160.2) –  – (160.2)

31 December 2012 1,154.2  10.5  523.1 1,687.8 

Fair value measurements recognised in the Balance Sheet
Foreign currency forward contracts are measured using quoted forward exchange rates and yield curves 
derived from quoted interest rates matching the maturities of the contracts.

Commodity swaps are measured using quoted forward commodity prices.

Interest rate swap contracts are measured using yield curves derived from quoted interest rates.

The fair values are shown below:

30 June
 2013

Current
£m

30 June
2013

Non-current
£m

30 June
 2013
Total

£m

31 December 
2012

Current
£m

31 December
2012

Non-current
£m

31 December 
2012
Total

£m

Derivative financial assets

Foreign currency forward 
 contracts 3.0 – 3.0 3.2 – 3.2

Commodity swaps – – – 0.1 – 0.1

Interest rate swaps – 2.9 2.9 – – –

3.0 2.9 5.9 3.3 – 3.3

Derivative financial liabilities

Foreign currency forward 
 contracts (4.2) – (4.2) (2.4) – (2.4)

Interest rate swaps – – – (4.6) (3.5) (8.1)

(4.2) – (4.2) (7.0) (3.5) (10.5)

Notes to the condensed financial statements continued
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13. Financial instruments (continued)
The fair values of these financial instruments are derived from inputs other than quoted prices that are 
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices) 
and they therefore are categorised within level 2 of the fair value hierarchy set out in IFRS 7: “Financial 
instruments disclosures”.

14. Notes to the Cash Flow Statement

6 months 
ended 

30 June 
2013

£m

Restated(1)

6 months
 ended

 30 June 
2012

£m

Restated(1)

year
ended

31 December 
2012

£m

Reconciliation of headline(2) operating profit to cash 
 generated by continuing operations

Headline(2) operating profit from continuing operations 165.0  75.8  212.6 

Adjustments for:

Depreciation of property, plant and equipment 20.8  8.2  23.3 

Amortisation of computer software and development costs 2.8  0.3  2.2 

Restructuring costs paid and movements in other provisions (31.4) (9.6) (59.7)

Operating cash flows before movements in working capital 157.2  74.7  178.4 

Decrease/(increase) in inventories 6.2  (15.1) 2.2 

Decrease/(increase) in receivables 3.4  (10.7) (4.6)

(Decrease)/increase in payables (35.1) 10.8  (38.2)

Cash generated by operations 131.7  59.7  137.8 

Tax paid (21.6) (8.9) (45.3)

Interest paid (24.5) (20.8) (42.8)

Swap close-out costs –  (5.6) – 

Defined benefit pension contributions paid (16.0) (18.2) (33.5)

Net cash from operating activities from continuing 
 operations 69.6  6.2  16.2 

(1)  Restated to include the cash flows of Truth and Marelli within discontinued operations and for the adoption of IAS 19 
(revised): “Employee benefits”.

(2)  As defined on the Income Statement.
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14. Notes to the Cash Flow Statement (continued)

Cash flow from discontinued operations

6 months 
ended 

30 June 
2013

£m

Restated(1)

6 months
 ended

 30 June 
2012

£m

Restated(1)

year
ended

31 December 
2012

£m

Cash generated from discontinued operations 10.6  11.2  30.6 

Tax paid (0.9) (2.4) (4.1)

Defined benefit pension contributions paid (0.1) (0.1) (0.2)

Net cash from operating activities from discontinued 
 operations 9.6  8.7  26.3 

Purchase of property, plant and equipment (3.7) (3.7) (6.9)

Purchase of computer software –  (0.1) (0.1)

Net cash used in investing activities from 
 discontinued operations (3.7) (3.8) (7.0)

Net cash used in financing activities from 
 discontinued operations –  –  – 

(1) Restated to include the cash flows of Truth and Marelli within discontinued operations.

Net debt reconciliation
At 31 

December 
2012

£m
Cash flow

£m
Acquisitions

£m
Disposals 

£m

 Other 
non-cash 

movements
£m

Effect of 
foreign 

exchange 
£m

At 
30 June 

2013
£m

Cash(1) 156.5  (26.1) (20.7) 0.7 – 3.3  113.7 

Debt due within one year (6.2) –  –  – – –  (6.2)

Debt due after one year (1,148.0) 26.0  –  – (2.3) (43.6) (1,167.9)

Net debt (997.7) (0.1)  (20.7) 0.7 (2.3) (40.3) (1,060.4)

(1) Includes £9.2 million of cash shown in assets held for sale at 30 June 2013.

15. Post Balance Sheet events
On 3 July 2013, the Truth business, a business previously shown within the Other Industrial division, was 
disposed for gross consideration of £134.6 million (US$204.7 million). The costs relating to this disposal 
were £3.3 million and Truth had net assets of £39.3 million at 30 June 2013. 

On 1 August 2013, the Marelli business, a business previously shown within the Energy division, was 
disposed for gross consideration of £176.9 million (€207.0 million). The costs relating to this disposal 
were £6.7 million and Marelli had net assets of £100.0 million at 30 June 2013. 
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Company and shareholder information

As at 20 September 2013 there were 9,617 holders of Ordinary Shares in the Company. Their 
shareholdings are analysed as follows:

Size of shareholding
Number of 

shareholders

Percentage of 
total number 

of shareholders

Number of
Ordinary 

Shares

Percentage of
 Ordinary

Shares

1–5,000  7,693 80.00%  9,650,644 0.76%

5,001–50,000  1,338 13.91%  17,898,772 1.41%

50,001–100,000  106 1.10%  7,768,993 0.61%

100,001–500,000  230 2.39%  55,703,802 4.40%

Over 500,000  250 2.60%  1,175,604,825 92.82%

Totals  9,617 100.00%  1,266,627,036 100.00%

Financial calendar

Record date of interim dividend 20 September 2013

Payment of interim dividend 17 October 2013

Interim Management Statement November 2013

Preliminary announcement of 2013 results March 2014
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Company and shareholder information continued

Directors Registered office Legal advisers

Christopher Miller Precision House Simpson Thacher & Bartlett LLP

David Roper Arden Road CityPoint

Simon Peckham Alcester One Ropemaker Street

Geoffrey Martin Warwickshire London

Miles Templeman B49 6HN EC2Y 9HU

Perry Crosthwaite

John Grant Tel: + 44 (0) 1789 761020 Brokers

Justin Dowley Fax: + 44 (0) 1789 761057 Investec

2 Gresham Street

Company Secretary Registered number London

Adam Westley 08243706 EC2V 7QP

Head office Bankers J.P. Morgan Cazenove

Leconfield House Barclays Bank PLC 25 Bank Street

Curzon Street Commerzbank AG London

London HSBC Bank plc E14 5JP

W1J 5JA J.P. Morgan PLC

Lloyds TSB Bank plc Registrars

Tel: +44 (0) 20 7647 4500 Royal Bank of Canada Equiniti

Fax: +44 (0) 20 7647 4501 The Royal Bank of Scotland plc Aspect House

BayernLB Spencer Road

www.melroseplc.net DBS Bank Lancing

Fifth Third Bank West Sussex

Auditor ICBC BN99 6DA

Deloitte LLP Mizuho

2 New Street Square Santander UK PLC

London Unicredit

EC4A 3BZ Wells Fargo Bank International

Shareholders can view up-to-date information about their shareholding by visiting the shareholders’ 
website at www.shareview.co.uk.

The shareholder helpline number is 0871 384 2030 (calls to this number cost 8p per minute plus  
network extras). 

If calling from overseas: +44 (0)121 415 7047. 

Lines are open 8.30 am to 5.30 pm Monday to Friday.
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