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For 2015, our Company achieved revenue of $925 million and net income of $73 million 
– solid performance in a challenging year, but below our plan. There were three principal 
reasons: the strengthening of the US dollar, the dramatic decline in the price of oil, and 
record wet weather in the U.S. Even with these headwinds, 2015 was the third most 
profitable year in Franklin’s history thanks to reduced fixed costs, pricing discipline, the 
acceleration of both continuous- and value-improvement projects, and new product 
introductions.

The rapid weakening of foreign currencies and the unprecedented drop in oil prices deeply 
hurt our first half performance, but Franklin employees responded. The result: second 
half 2015 adjusted operating income increased 30 percent over the first half of 2015 on 
5 percent lower sales. When compared to 2014, second half 2015 sales were down 15 
percent, but adjusted operating income and adjusted earnings per share were down less 
than 3 and 1 percent, respectively. As we enter 2016, we are positioned to improve our 
performance even as these headwinds persist, albeit at what we expect to be a reduced 
pace relative to 2015.

Stripping away the impact of foreign exchange translation, oil, and weather, we continued to grow organically, especially from 
our growing platform in developing regions, where about 40 percent of Franklin sales are achieved. Over five billion people 
live in developing countries whose economies are expected to grow much faster than the more mature economies of North 
America, Europe and Japan. As the standard of living increases for people in higher growth regions, so does their use of water 
and motor vehicles – and typically at a faster rate. Over the last decade, our organic sales growth in developing regions has 
been more than double our organic sales growth in more mature markets.

Although we made necessary adjustments, reducing fixed costs, to address near-term profitability, we held our long-term 
strategy in sharp focus: Grow as a global provider of water and fueling systems through geographic expansion and product line 
extensions, leveraging our global platform and competency in system design. So even as we reduced costs, we increased our 
investment in research and development. We launched a record number of new products that integrate the best of Franklin’s 
strengths and capabilities in electrical, mechanical, electronic, and hydraulic engineering, including products to boost water 
pressure, systems to transfer gray water, and products to protect the environment; all with an eye toward greater system 
efficiency and reliability.

Our product development process is not a ‘one size fits all’ approach. Requirements for products, while similar across 
developing regions, are often different from those in developed markets. We are sensitive to these similarities and differences 
and are able to leverage the product platforms within our existing, and acquired, businesses to address local needs. Solar 
pumping systems are just one example. We have a laser-focused team developing a range of ‘micro drives’ specific to the 
needs of developing regions.

For over a quarter century, Franklin has made the investment and been recognized as the leader in training, service and 
support of our key customer: the contractor. Our Technical Service Hotline, FranklinTECH training seminars and certification 
programs, and our on-site troubleshooting and customized training are unmatched and highly valued. Whether the installation 
is a fueling system in China, a dewatering application in Germany, a remote village’s solar-powered groundwater pumping 
system in Botswana or an irrigation system in Texas, Franklin employees around the globe are there every step of the way 



to support our professional installers and specifiers. Contractors around the world tell us that this is a major factor in their 
decision to choose Franklin and that choosing Franklin is better for their business.

Beyond our principal markets of water and fuel, we continue to explore natural adjacencies that leverage our core 
competencies. (For those of you who have followed Franklin for a long time, our Fueling business, started 25 years ago, now 
contributes more than a third of our Company’s earnings). Current adjacencies that we are working on include: coal bed 
methane well water pumping solutions, high efficiency water pumping systems, fuel vapor control systems for developing 
markets, remote monitoring of high-voltage switchgear, and integrated drives for air moving systems. Each of these initiatives 
has the potential to lead to a future platform on which we can build another leg to our company’s strategy.

Turning to our financial metrics, we measure ourselves on operating profit, earnings per share growth, and return on invested 
capital. Compared to our recent performance, 2015 results were disappointing; however, they remain above average for similar 
U.S.-based manufacturing companies. In addition, we generated significant cash in 2015 and free cash flow equaled net income 
for the year.

We deploy our cash in three ways: return it to shareholders through dividends and stock repurchases; invest in our future 
through research, development and capital expenditures to support our global growth and expand inorganically through 
accretive acquisitions to complement and accelerate our organic growth strategy. From year to year, depending on internal 
needs, acquisition opportunities, and the market value of our Company, we adjust our allocation among each of these three 
buckets.

Oversight of our strategy, operations, and financial performance is provided by our Board of Directors. Franklin has a long 
history of having a strong and experienced Board that represents our shareholders, provides excellent corporate governance, 
and oversees the strategy and leadership of the Company. In 2015 we had two changes to the Board. Scott Trumbull retired 
as Chairman of the Board last May in accordance with our long term succession plan. Having worked with Scott for seventeen 
years, I want to thank him for his leadership and his continued friendship and advice. Last fall, Renee Peterson, CFO and 
Treasurer of Toro Corporation, joined the Board. We welcome Renee to our Board.

2015 was another solid year for Franklin Electric, in spite of the headwinds—FX, oil prices, and weather. Our strategy continued 
to yield organic growth, we expanded our geographic footprint, launched a record number of new products, and generated 
$100 million in cash from operations. As we enter 2016, our principal focus is on increasing our profitability and continued 
organic and absolute sales growth. We are looking forward to another record year of innovative new product launches, as well 
as increasing our share of the markets we serve.

As we close out 2015, I would like to thank our employees from around the globe for all they achieved in support of our 
customers last year. It is our employees’ commitment to our Key Factors that, as they serve our customers, defines the spirit of 
our Company.

Sincerely,

Gregg C. Sengstack 
Chairman of the Board and Chief Executive Officer


