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Cummins, USA



COMPANY PROFILE



Profile Cummins Inc is a corporation of complementary business units that design, manufacture, distribute and service engines and related technologies, including fuel systems, controls, air handling, filtration, emission solutions and electrical power generation systems. Cummins serves customers in more than 160 countries and territories through its network of 550 company-owned and independent distributor locations and more than 5000 dealer locations. It has more than 28 000 employees worldwide. Its Component segment (until very recently the Filtration and Other Business segment), one of four reporting units, includes Fleetguard filtration systems, Nelson acoustic exhaust and silencing systems and Emission Solutions after-treatment systems, as well as Holset turbochargers. Analysis Cummins enjoyed a very strong 2004, setting an annual sales record of US$8.4 billion, topping its previous peak in 1999 by 27%. Earnings before interest and taxes (US$545 million), net earnings (US$350 million) and cash flow from operations (US$614 million) were also record-setting. All of its business units recorded growth, with the star performers being the Engine (51%) and Power Generation (42%) business units. The Filtration and Other Business division had record sales of US$1.5 billion – an increase of 41% from the previous year – and provided 15% of Cummins total sales for 2004. The majority of the unit’s increase was volume related and reflected strong OEM and aftermarket sales demand stemming from long term agreements with key customers negotiated in both 2003 and 2004. Sales of filtration and exhaust products in the USA increased 16% compared to 2003, while sales to international locations increased 14%, most notably in Europe, Asia, and Australia, although partially offset by sales declines in Canada, Segment EBIT in 2004 was US$84 million, slightly below the US$86 million posted in 2003. The Filtration and Other Business division’s gross margin percentage declined in 2004 compared to 2003. The decline resulted from higher steel prices used in manufacturing filters and exhaust products, as well as production inefficiencies resulting from capacity constraints. In addition, higher selling, and administrative expenses, and increases in R&D expenses also reduced segment EBIT in 2004. These were slightly offset by the increased sales volumes and improved sales at its joint ventures.



COMMENT Cummins’ key business strategy is to focus growth initiatives in related businesses where it can use its existing investments in products or technology, leading brand names and/or market presence to establish a competitive advantage. In relation to Cummins’ filtration-related operations, now part of the Components Business Unit, the company plans to leverage its filtration, exhaust and engine technologies to provide integrated solutions for its customers and meet increasingly stringent emissions requirements. It is building on its strengths in design integration to develop modules that integrate multiple filtration functions into a single engine subsystem component. It is also developing new filter media and technologies that support low emission engines, including exhaust after-treatment, closed crankcase ventilation and centrifugal soot removal. The company’s product development strategy also emphasizes participation in strategic partnerships that provide access to technology and minimize its own investment. An example of this approach is the recently announced participation of Cleaire Advanced Emission Controls, a division of Cummins West Inc, in a demonstration project designed to lower emissions on heavy construction equipment in California. Cleaire will be the technology provider for the project and also has committed to providing US$760 000 in funding for the effort. ■



Key Figures (US$ million) Cummins Inc



Year ended 31.12 2004



2003



2002



2001



2000



Net Sales Of which: Filtration and Other



8438



6296



5853



5681



6597



1484



1056



951



889



902



Cost of Sales



6758



5173



4808



4668



5330



Gross Margin



1680



1123



1045



1013



1267



R&D Expenses



241



200



201



220



246



Earnings before Interest and Taxes (EBIT) Of which: Filtration and Other



545



181



139



(44)



95



84



86



94



64



91



Net Earnings/(Loss)



350



50



82



(103)
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Contact details Chairman and CEO: Address:
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Tim Solso 500 Jackson St Columbus IN 47201, USA



Tel: +1 651 450 406 Fax: +1 651 450 4033 Web: www.cummins.com
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