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Summary
• Leading Pure-Play Thermal Imaging Company
• Business Model Balanced Between Defense and 

Commercial Applications
• Strong Management Team with Good Alignment
• Strong Balance Sheet and Excellent Capital 

Allocation
• Market Doesn’t Appreciate Yet Two Substantial 

Acquisitions from 2010 – Focused on Defense 
Cut Potential

• Attractive Valuation





Profile

• Sector Information Tech
• Industry Electronic Equipment
• Trading Exchange NASDAQ
• Options Exchange CBOE & AMEX
• Fiscal Year End DEC
• Employees 2,079
• Market Value ($ Mil) 4,579
• Beta (S&P) 0.94
• Dividend Amount (LTM) 0
• Dividend Yield (LTM) 0
• Quality Ranking B+

http://www.flir.com/investor/

FLIR Systems, Inc. is the global leader in Infrared 
cameras, night vision and thermal imaging 
systems. Our products play pivotal roles in a wide 
range of industrial, commercial and government 
activities in more than 60 countries. Pioneers in the 
commercial infrared camera industry, the Company 
has been supplying thermography and night vision 
equipment to science, industry, law enforcement 
and the military for over 30 years. From predictive 
maintenance, condition monitoring, non-destructive 
testing, R&D, medical science, temperature 
measurement and thermal testing to law 
enforcement, surveillance, security and 
manufacturing process control, FLIR offers the 
widest selection of infrared cameras for beginners 
to pros.

http://www.flir.com/investor/


Company History

• Founded in 1978
• Based in Oregon
• Original focus:  Energy Audits via vehicle
• Key Acquisition:  Indigo Systems in 2004 

for $190mm



Recent M&A Activity
Core Competency:  13 Deals since 2003

2009 ($74mm combined)
• Salvador Imaging (June)
• OmniTech (October)
• Directed Perception (December)

2010

• Raymarine - $178mm
• ICx Technology - $268mm



Meaning of “FLIR”

Forward-Looking 
Infrared 

Radiometer



What is Infrared?
• Infrared is a portion of the electro-magnetic spectrum that is adjacent to the visible spectrum, but is invisible to the 

human eye due to its longer wavelengths. Unlike visible light, infrared radiation (or heat) is emitted directly by all 
objects above absolute zero in temperature. Thermal imaging systems detect this infrared radiation and convert it 
into an electronic signal, which is then processed into a video signal and displayed on a video screen. Thermal 
imaging systems are different than other types of “low light” vision systems, such as visible light intensification 
used in night vision goggles. Infrared imaging systems are not adversely affected by the presence of visible 
light, so they can be used day or night, and are not susceptible to rapid changes in visible light levels. 
Since infrared systems are detecting emitted infrared radiation, they are passive and thus more covert than certain 
“illuminated” systems. Additionally, thermal imaging systems can measure very small temperature 
differences, a critical feature for a variety of commercial, industrial and scientific applications. 

• An infrared detector, which collects or absorbs infrared radiation and converts it into an electronic signal, is the 
primary component of thermal imaging systems. The two types of infrared detectors we manufacture and use in 
our systems are often referred to as “cooled” and “uncooled.” Cooled detectors utilize a mechanical micro-cooler 
to reduce the operating temperature of the infrared sensor to -200° C, and offer high sensitivity and resolution for 
long-range applications or those requiring high measurement precision. These systems, while more sensitive and 
thus able to see farther, result in a product that is more expensive, heavier, more complex and uses more power 
than those using uncooled detectors. Uncooled detectors operate at room temperature and thus do not require a 
micro-cooler, resulting in products that are lighter, use less power and are less expensive to produce than cooled 
systems. While the performance of uncooled detectors is improving, uncooled detectors are still less sensitive than 
cooled detectors. The cost of both types of detectors is declining and we expect to continue reducing costs as 
volumes rise and the technology improves in the future. We currently expect demand for both types of systems to 
increase.



Operating Segments
• Government Systems – 51% of sales YTD 2010
• Commercial Vision – 23%
• Thermography – 19%
• Raymarine – 7% (partial contribution)

• CV and Thermography combined in 2010 as 
Commercial Systems, to be reported in a single 
segment beginning in 2011.  Raymarine will be 
part of Commercial Systems too



Government Systems
Government Systems (“GS”) is focused on  

government customers and markets where very high  
performance is required. Typical applications include  
surveillance, force protection, drug interdiction, search 
and rescue, special operations and target designation. We 
address these markets through either a commercial, off- 
the-shelf (“COTS”) model or a commercially developed, 
military qualified (“CDMQ”™) model. Products developed 
under the COTS model are applicable to a range of 
government customers and markets, including military  
applications. CDMQ products are specifically designed to 
meet military specifications. In both the COTS and CDMQ 
product development models, we use internally generated 
funds for research and development, and generally own 
all rights to the products and their design. We have  
continued to increase our emphasis on CDMQ as a 
development strategy, and it is a growing part of our GS 
business. We also periodically accept government funded 
design and development contracts. GS products are often 
customized for specific applications and frequently  
incorporate additional sensors, including visible light 
cameras, low light cameras, laser rangefinders, laser 
illuminators and laser designators. GS products range in 
price from under $10,000 for certain hand-held and 
weapon-mounted systems to over $1 million for our most 
advanced stabilized laser designation systems. Since  
2005, GS revenue has grown at a compound annual rate 
of 28 percent. GS is our largest division with 2009 revenue 
of $655.3 million, or 57 percent of consolidated revenue in 
2009. 

• Search & Rescue – Coast Guard, Marines, National Guard,, 
UK Ministry of Defense

• Force Protection – Army, Marines (tower/platform mounted 
systems)

• Border and Maritime Patrol – border and coastal waters, 
fishing boundaries and prevention of smuggling  (US, Europe, 
and Middle East)

• Surveillance & Reconnaissance – fixed, mobile or UAV
• Targeting – clips to rifle scope or airborne laser

• Federal Drug Interdiction – US Customs, US DEA, US FBI and 
international agencies



Commercial Vision
Commercial Vision Systems (“CVS”) is  

focused on emerging commercial markets for 
infrared imaging technology where the primary need 
is to see at night or in adverse conditions, such as 
through smoke or light fog. As the cost of infrared 
technology has declined, demand in large untapped 
markets such as commercial security, automotive, 
marine, airborne and first responder markets has 
grown rapidly. CVS has focused its efforts on  
expanding distribution, accelerating design cycles, 
reducing manufacturing costs and providing 
excellent customer service in these markets. Our 
infrared sensor business, which sells focal plane 
arrays and camera cores internally as well as to 
third parties on an original equipment manufacturer 
(“OEM”) basis, is also a part of CVS. CVS products 
range in price from under $1,000 for an OEM 
imaging core to more than $300,000 for a high 
definition airborne system. Since 2005, CVS 
revenue has grown at a compound annual rate of 
25 percent. CVS revenue was $206.3 million or 18 
percent of our consolidated revenue in 2009. 

• Security & Surveillance – similar to government 
systems but targeted at commercial security like 
infrastructure, ports, borders, commercial sites and 
residences

• Automotive Night Vision – Partnering with Autoliv 
Electronics, BMEW is customer since 2005, Audi 
and RR more recently

• Other Transportation Night Vision – trucks, trains, 
RVs, first responders, auto aftermarket

• Marine – recreational boating, cruise, fishing, 
merchant marine, ferries

• Law Enforcement – federal, state and local, 
including handheld

• OEM Markets – Mine Safety Appliances 
(firefighters), Bullard (firefighters), Aerovironment 
(UAV), Northrop Grumman (Military), Hologic 
(Medical)



Thermography
Thermography products are 

generally sold for commercial and industrial 
applications, typically where imaging and 
temperature measurement together are 
required. Products range from highl y 
sensitive cameras with extensive analytic 
capabilities and sophisticated image  
processing to less expensive cameras 
offering excellent performance and value for 
less demanding applications. Our  
Thermography products range in price from 
$2,000 for an inexpensive hand-held camera 
to over $150,000 for our most sophisticated 
science cameras. Our strategies in this 
business are to continue to develop 
products for high-end applications while 
introducing new products at lower price 
points, and to capitalize on highly price- 
elastic demand in numerous emerging 
markets. Revenue from Thermography has 
grown at a compound annual rate of 15 
percent since 2001 and was $285.5 million 
or 25 percent of consolidated revenue in 
2009. 

• Predictive Maintenance – identify equipment 
faults in advance

• R&D – microelectronics, cell phones, 
laptops, telecom equipment, consumer 
appliances, auto components, jet engines

• Manufacturing Process Control – metal, 
plastic, glass cast parts (mold) and paper

• Building Inspection – electrical problems, 
missing insulation, pests, energy efficiency, 
presence of moisture (largest single market 
in segment)

• Gas Detection – gas production, 
transmission and storage – also toxic vapor 
emission

• Emerging Markets – healthcare, food 
service and distribution, veterinary science, 
auto repair, aircraft and marine inspections



Raymarine

• Closed in May 2010
• Valuation:  1X Trailing Sales
• Leading provider of a comprehensive range of 

electronic equipment for recreational boating 
and light commercial marine markets

• Massive Distribution and Strong Brand
• Supply Chain Inefficiencies to Be Improved
• Potential Tax Savings Ahead 



ICx Technology
• Closed October 2010
• Valuation:  1.4X Sales
• Provider of integrated advanced sensing technologies for 

homeland security, force protection and critical 
infrastructure applications. ICx proprietary sensors 
detect and identify chemical, biological, radiological, 
nuclear and explosive threats, and deliver awareness 
and actionable intelligence for wide–area surveillance, 
intrusion detection and facility security. 

• NOL = $22mm Cash Value, R&D Recapture Potential
• Profitable



Strategy

• Acquisitions in Adjacent Markets, Products 
and Technologies

• R&D-driven Innovation
• Expand Applications
• Vertically Integrated



Technologies/Core Competencies

• System Design & Integration
• Radiometry
• Mechanical Engineering
• Infrared Detector Design & Manufacturing
• Integrated Circuits and electronic Design
• Software Development
• Motion Control Systems
• Optical Design, Fabrication & Coating
• Micro-Coolers
• Lasers & Laser Components



Customers
• Thermography:  R&D facilities, universities, industrial companies, 

utilities, building inspectors, electrical contractors
• Commercial Vision:  OEMs, automotive suppliers, aircraft 

manufacturers, marine electronics dealers, security system 
integrators, news gathering agencies

• Government Systems:  US and Intl Govt agencies, defense 
contractors, aircraft manufacturers

• International Sales = 41% in 2009
• U.S Govt Sales = 43% in 2009 but declining (35% YTD 2010)
• 10yr DoD budget growth: 10% CAGR,  FLIR U.S. Govt - 34%



Competitors

• Thermography:  Fluke (DHR), NEC San-Ei
• Commercial Vision:  L-3, ULIS, Axsys 

(GD)
• Govt. Systems:  RTN, BAE Systems, LLL, 

DRS Corp, LMT, El-Op, Sagem, Tamam 
and Thales



Management
• CEO/Chairman – Earl Lewis, 67, since 2000, veteran of 

Thermo
• CFO – Anthony Trunzo, 47, since 2010, joined in 2003, 

formerly investment banker
• President, Govt. Systems – William Sundermeier, 47, 

since 2006, joined in 1994
• President, Commercial Systems – Andrew Teich, 50, 

joined predecessor Inframetrics in 1984

• Lewis’s term on Board ends in 2012

• Long-time CFO and EVP both just retired – Teich assumed responsibility for Thermography

• Positive:  Key Individuals from acquisitions have remained in leadership positions

• Positive:  Cash relatively low part of total compensation for key execs

• Positive:  Performance vesting for a portion of stock options

• Criticism:  CEO sits on 3 Boards (Harvard Biosciences, NxStage Medical and American DG Energy

• Criticism:  Short-term incentive plan based solely upon EPS attainment



Ownership Issues

• Insiders own 3.4% (some small selling)
• 5% Short position (5 days)
• 4 Institutions >5%, Capital World added 

13mm shares in Q3, FMR was a 4mm 
share seller

• Member Russell 1000, S&P 500



Long-Term Revenue/EBITDA 
Growth



Income Statement Ratios

• GM 57.4 in 2009 vs. 56.3 in 2008 and 55.6 in 2007
• R&D 8.0 in 2009 vs. 9.3 in 2007
• SG&A 19.1 in 2009 vs. 21.7 in 2007
• OM 30.3 in 2009 vs. 24.6 in 2007
• NM 20.1 in 2009 vs. 17.1 in 2007

• LT Model:  15% Sales Growth, 20% EPS Growth, Op CF/NI > 100%



2010 YTD Sales/Earnings Growth

• Overall
– Sales:  +14% (6% organic)
– GP:  +10% (Raymarine 

drag)
– R&D:  +22%
– SG&A:  +20%
– NI:  +5% 
– EPS:  +4%

• Share-count rose 4% in 
past year

• Govt Systems
– Sales:  +1% 
– OI:  -8%

• Thermography
– Sales:  +9% 
– OI:  +16%

• Commercial Vision
– Sales:  +20% 
– OI:  +64%



Balance Sheet (Q3-10)
• Cash and Investments: $148mm
• AR:  $273 (+31% y-o-y)
• Inventory:  $265mm (+19% y-o-y)
• PPE Net: $177mm
• Goodwill/Intangibles:  $491mm
• Current Ratio:  5X
• LTD:  $0mm
• Total Liabilities = $293mm
• Equity = $1.44bln ($950mm tangible)

• Share count increased in June 2010 after Convert (5.3mm shares)
• Cash adjusted for ICx Acquisition that closed in early October

*



Cash Flow

• Q3-10 YTD CapEx $51mm, D&A $39mm
• 99% FCF conversion in 2007-2009
• Historical Uses of Cash:

– CapEx: 4% of Sales
– Acquisitions (focused on return on capital)
– Share Repurchases:  $400mm since 2003



Technicals

• Long-term Bull trend, Sideways for Past 2 Years
• Market Underperformer over Past 2 Years (50%)
• Nice bottoming action in summer – improving chart
• Support 26.5, resistance 30.5



EPS Estimates Stable

• 21% Sales Growth Projected for 2011
• 13% EPS Growth Projected for 2011
• 12% EPS Growth Projected for 2012



EPS Revisions Over Time



Valuation



Risks/Opportunities

Risks

• US Govt = 35% (YTD 10)
• Govt. Backlog -21% from 

a year ago as of Q3
• BETSS-C program end
• Raw Material Costs
• Litigation with Raytheon

Opportunities

• Lowering ASP to Grow 
Market

• New Applications in 
Commercial

• International Govt 
Systems 

• Recent Acquisitions 
Seem Unappreciated



Target
• Analyst estimates are 1.98 for 2012 (+13%) on sales 

growth of 6% roughly
• Company has net cash of almost $1 per share after 

recent acquisition (not factored into valuation)
• Target Basis:  21 PE
• Target to 12/31/11: 42 (+45%)



Conclusion

• High-Quality, Unique Company with 
Committed Growth Culture and Strong 
Financial Resources

• Investor Concerns Surrounding Defense 
Mask Commercial Opportunities

• Recent Acquisitions (10% of Market Cap) 
Hold Promise

• Valuation Reasonable 
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