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FMC Technologies, Inc. (NYSE: FTI) is a global provider

of mission-critical technology solutions for the energy, 

food processing and air transportation industries.  

The Company designs, manufactures and services sophisticated

machinery and systems for its customers through 

four business segments — Energy Production Systems, 

Energy Processing Systems, FoodTech and Airport Systems.  

Based in Houston, Texas, FMC Technologies has been named 

the nation’s “Most Admired Oil and Gas Equipment, Services”

company, ranking first in its industry in 

FORTUNE magazine’s 2005 and 2006 listings of 

“America’s Most Admired Corporations.”

The Company has more than 10,000 employees and operates 

32 manufacturing facilities in 17 countries worldwide.



1

FMC Technologies Inc. Annual Report 2005

2005 revenues
$3.2B

As reported in accordance with GAAP $ 106.1 $ 1.50

Unusual Items

Less:  Gain on disposal of investments (22.8) (0.32)

Plus:  Tax expense - JOBS act repatriation 25.5 0.36

Adjusted income, a non-GAAP measure $ 108.8 $ 1.54

Reconciliation of Non-GAAP Measure to Earnings Reported in Accordance with GAAP

2005 2004

Total Revenue $ 3,226.7 $ 2,767.7

Net income $ 106.1 $ 116.7

Adjusted net income, a non-GAAP measure $ 108.8 $ 86.7

Diluted earnings per share:

Net income $ 1.50 $ 1.68

Adjusted net income, a non-GAAP measure $ 1.54 $ 1.25

Financial and other data:

Common stock price range $ 43.78 - $29.05 $ 34.50 - $ 21.97

At December 31 Net debt(1) $ 103.0 $ 39.0

Order backlog(2) $ 1,933.5 $ 1,587.1

Number of employees 10,000 9,000

Twelve months ended December 31, 2005

Net Income Per Diluted Share

(1) Net debt consists of short-term debt, long-term debt and the current portion of long-term debt, less cash and cash equivalents.
(2) Order backlog is calculated as the estimated sales value of unfilled, confirmed customer orders at the reporting date.

(In millions, except per-share, common stock and employee data)

Financial Highlights

airport systems 10%

energy processing systems 16%

foodtech 17%energy production systems 57%

As reported in accordance with GAAP $ 116.7 $ 1.68

Unusual Items

Less:  Gain on conversion of investment in MODEC International LLC (36.1) (0.52)

Plus:  Goodwill impairment 6.1 0.09

Adjusted income, a non-GAAP measure $ 86.7 $ 1.25

Twelve months ended December 31, 2004
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Revenue $M

Energy Production Systems

• Revenue of $1.9B was up 24% due to strong subsea systems sales.

• Operating profit of $75.3M includes $54.9M of losses related to the Sonatrach 
project. Excluding the Sonatrach loss, operating profits improved 41%.

• Backlog is $1.5B, and inbound orders increased 16%, reaching $2.1B.

• Subsea systems inbound orders reached $1.6B.

FoodTech

• Sales of $539M were up modestly. Strong sales for sterilization, freezing and 
cooking equipment partially offset lower sales of tomato and citrus processing
equipment.

• Operating profit of $37.9M was up slightly.

• Inbound orders of $527M were down 4%; backlog of $130M is down 9% due to
lower capital spending for tomato processing equipment.

Airport Systems

• Sales were up 17% to $327M due to strong sales for ground-support equipment 
and business expansion of airport services.

• Operating profit of $23.8M was 49% higher than 2004 due to higher ground- 
support volume and airport services business.

• Inbound orders were $301M, up 12%; backlog of $94M is down slightly due to
lower Halvorsen and ground-support equipment backlog.
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Energy Processing Systems

• Sales reached $522M, due mainly to strong demand for WECO
®/Chiksan

®

equipment.

• Operating profit was $54.1M due to higher demand for WECO
®
/Chiksan

®
products

and other initiatives.

• Inbound orders were $632M, up 37%, and backlog at year end was $215M, up
105%, due to the strong demand across most businesses.
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Operating Profit $M Inbound Orders/Order Backlog $M Capital Employed / Goodwill $M
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bottom-line

Chairman’s Letter

Performance

We measure success at

the bottom line.

FMC products and solutions are 

designed to extend

the technical, financial and QHSE

performance for both the 

Company and its customers.
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I am pleased with FMC Technologies’ performance in 2005, as well as the entire

five years in which we have been a public company. Our accomplishments have deliv-

ered shareholder value and have built a strong foundation for what we believe lies

ahead — a sustained period of growth, particularly in our energy markets.            

2005 was an excellent year of progress for the Company, characterized primarily

by successes, but we did have disappointments. Here are the details:

Our successes

• Our subsea production systems revenues reached $1.4 billion, a 39 percent

increase over 2004 and 30 percent compound annual growth since 2001.

• Inbound orders for subsea production systems were $1.6 billion in 2005, and our

total Company backlog reached another record high of $1.9 billion.

• We realized good value on the sale of two non-core assets: a $15.4 million after-tax

gain from the sale of MODEC, Inc. stock and a $7.4 million after-tax gain on the

sale of our 60 percent interest in GTL Microsystems.

• We repatriated $473 million of foreign dividends under the American Jobs

Creation Act, which should help us maintain a lower tax rate in the coming years.

• We repurchased 1.75 million shares of our outstanding common stock and plan to

continue to repurchase.

• Our Energy Processing group reported improved operating margins in every busi-

ness due to strong market demand and better operational execution.

Our disappointments

• Higher costs and delays for construction of offshore oil loading facilities in Algeria

for Sonatrach-TRC, the Algerian Oil and Gas Company, caused $54.9 million in

operating losses for Energy Production Systems in 2005.

• Reduced customer expenditures in the tomato processing equipment industry and

the effects of four devastating hurricanes on Florida’s citrus business adversely

impacted FoodTech’s results.

• Continued sales growth in certain product lines taxed our vendor base. We are

continuing our efforts to work with and develop our global vendor resources to

ensure that they do not limit our ability to grow sales while keeping costs low. 

We closely monitor our growth opportunities and our after-tax return on capital.

We are fortunate to have businesses, particularly in energy, that are experiencing rapid

growth and provide opportunities for deploying a portion of our strong cash flow. This

growth is requiring us to make increased capital investments, primarily in the energy

businesses, for additional manufacturing facilities and working capital. We are watch-

ing this closely to ensure that these expenditures are prudent and that our returns on

this expanded capital base remain high. 
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Joseph H. Netherland
Chairman and Chief Executive Officer, 
FMC Technologies, Inc.

To Our Employees and Shareholders
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Financial Performance

Over the past five years as an independent public company, our Energy Systems

businesses have been the main driver behind our earnings and revenue growth.  

This was once again the case in 2005.

Oil and gas industry activity increased substantially in 2005 as energy prices

reached all-time highs and concerns about long-term availability of supply

grew. For our Energy Systems businesses, these factors translated to

record revenue of $2.4 billion, up 20 percent from 2004, and a 

31 percent increase in operating profit.  

Our success in 2005 was tempered somewhat by the challenge

associated with the delays and cost increases for the Sonatrach-TRC

oil offloading project in Algeria. Over the course of the contract, cost

increases totaled $76.3 million, $54.9 million of which we recorded in 2005.

Our reported earnings in 2004 and 2005 include a $0.19 and $0.47 per

diluted share charge, respectively, for losses on the Sonatrach contract.

Without the Sonatrach losses, 2005 operating profit would have

exceeded 2004 by 42 percent. In late February, we received from

Sonatrach the final acceptance of the entire project. While we still

have a one-year warranty period which began in February of 2006,

we are well on our way to putting this project behind us.   

For the year, we reported a 17 percent growth in total Company revenue, to 

$3.2 billion. Profit before tax was $162.3 million, and earnings per diluted share were

$1.50. We had some unusual items during the year that are nearly offsetting. These

include a positive $0.32 diluted earnings per share contribution from the sale of

MODEC, Inc. stock and our 60 percent investment in GTL Microsystems, and a $0.36

diluted earnings per share tax charge associated with the repatriation of foreign 

earnings under the American Jobs Creation Act. Adjusting for these items, 2005 

adjusted income per diluted share (a non-GAAP measure) was $1.54, up 23 percent

from 2005 adjusted income of $1.25 per diluted share (a non-GAAP measure).  

In our Energy Production Systems businesses, revenue increased 24 percent over

the previous year, reaching $1.9 billion, and operating

profit was up 41 percent, excluding the Sonatrach

losses. Both our subsea systems and surface

wellhead businesses reported record revenue

and operating profits. Orders were received

totaling $2.1 billion, including important new 

contracts in West Africa, the North Sea, offshore

Australia, Brazil and the Gulf of Mexico. 

Energy Processing Systems reported revenue of $522 million and operating profit

of $54.1 million, almost double that of 2004 due to stronger demand for fluid control

products and operating margin improvements across all business lines. Higher sales

volume and operating margins in our WECO®/Chiksan® products and operational 

execution improvements in loading systems were drivers in the year-over-year 

improvement.   

achievement
growth

FMC Technologies Inc. Shareholders’ Letter
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FoodTech’s revenue of $539 million was up modestly from 2004, primarily due to

the strength of freezing and cooking systems in North American poultry markets.

Operating profit of $37.9 million was also up slightly from 2004 despite the impact of a

series of hurricanes that adversely affected the Florida citrus crop in both 2004 and

2005.  

Airport Systems reported higher revenue and operating profit due to stronger vol-

umes for our ground support and airport services business, despite difficult airline

market conditions. Revenue increased 17 percent, to $327 million, and operating profit

of $23.8 million was up 49 percent over 2004.

As we enter 2006, FMC Technologies’ balance sheet remains strong. The healthy

cash flow of our businesses, coupled with our ongoing emphasis on working capital

management, provides us with the financial strength to pursue new opportunities. At

the end of 2005, debt, less cash, was $103 million. Through mid-2008, we will also con-

tinue to benefit from low-cost debt with a 3.2 percent locked-in interest rate for up to

$150 million in debt. 

We made progress in our goal of delivering value to shareholders. Our sharehold-

ers earned a total return of 33.3 percent on FMC Technologies’ Common Stock during

the year. This improvement compares with the Oil Service Index (OSX), which was up

47.6 percent, and the Standard and Poor’s (S&P) 500 Index, which increased 4.9 per-

cent. Since our IPO in June 2001, we have performed extremely well as the value of our

common stock has appreciated over 100 percent, compared with a 57.8 percent total

return for the OSX and a 7.5 percent total return for the S&P.

As part of our ongoing effort to increase shareholder value, we continued to repur-

chase stock. During 2005, approximately 1.75 million common shares were purchased

for a total of $63.9 million under a 2.0-million-share buyback authorization.

Technology and solutions for our customers

Technology has long been an important FMC Technologies strength. Our technical

expertise not only gives us a competitive advantage throughout our worldwide busi-

ness operations but also is a key reason why we are the acknowledged leader in most

of our markets, especially in subsea. Oil companies, regardless of size, consider us their

partner of choice in developing solutions for offshore projects.

A key competitive advantage and one of the most important contributors to our

success is how we work with customers in developing solutions to their most difficult

challenges. In all of our businesses, we have been successful in forming alliances, frame

agreements and other types of partnerships that have enabled us to develop some of

the industry’s most innovative technologies. Through these types of working relation-

ships, we gain an in-depth understanding of our customers’ most critical needs that

leads to innovations that are applicable throughout the industry.  

Since the mid-1990s, we have formed alliances and working agreements with such

important customers as BP, Shell, Kerr-McGee, Statoil, Woodside Energy, Petro-Canada

and Norsk Hydro. In 2005, we built upon this legacy.  

In the Gulf of Mexico, Anadarko Petroleum chose us to supply production systems

for their wells in the eastern Gulf of Mexico which connect into the Independence

Hub. 

We were pleased to be chosen by Chevron in 2005 for two of their most important

projects under development — Blind Faith in the Gulf of Mexico, and Agbami, offshore
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Nigeria. Since Chevron is a relatively new customer for us, we are especially pleased to

be supplying their needs in two major producing basins.  

2005 was an active year with our existing alliance partners as well. We renewed

our subsea systems frame agreement with Petro-Canada for offshore developments in

the Terra Nova Field off the East Coast of Canada.   

Statoil selected our subsea separation and process technology for use in the Tordis

Field in the North Sea. Together with Statoil, we are developing the first full-scale sub-

sea separation system using what we believe is potentially “game-changing” technology.

Our technology alone is expected to improve the field’s recovery factor and enable

Statoil to extract an additional 19 million barrels from the field.  

In addition, our electric subsea control module will be retrofitted on equipment at

Statoil’s Norne Field in the North Sea. This is a further development of our electric sub-

sea production system technology, which began with the installation of an electric

choke system on Statoil’s Statfjord Field in 2001-2002.

We entered into an agreement to provide equipment and services for Through

Tubing Rotary Drilling/Completion and Well Intervention (TTRD) in the North Sea.

This new technology, jointly developed with Statoil, is an important building block in

recovering more reserves from subsea fields less expensively by drilling new wells

through producing subsea wells.

Under our preferred-supplier agreement with Woodside Energy, Ltd., we were

awarded contracts for their Perseus-over-Goodwyn and Angel Development projects,

both offshore Australia. We were also chosen by Norsk Hydro ASA to supply subsea

systems for their Oseberg Delta Field in the North Sea and by Total for their Moho

Bilondo project, offshore Congo.

Subsea production systems was not the only business that benefited from cus-

tomer relationships and technology leadership. Our surface wellhead business had

record revenue growth in 2005. Surface wellhead focused on expanding our North

Africa presence and growing our market share in Algeria and Egypt and continued its

long history of technological innovations, installing 20,000 psi wellheads for Burlington

Resources, McMoran and BP.  

In the Energy Processing segment, we successfully combined technologies from

across five businesses to provide a solution to Petrom, Romania’s national oil company,

which allowed that company to bring four existing railcar loading stations at their

Petrobrazi Refinery terminal up to European Union requirements. The fully automated

loading system incorporated metering, vapor-recovery, fire-fighting and gas-detection

systems that enhance safety at the installation.  

In FoodTech, we introduced the D-Scan Product Attribute Processor, designed to

help poultry producers identify defective products on the production line and expand-

ed our market position in the freezing equipment business with a new “crust-freezing”

application for our ADVANTEC™ line of commercial freezers. FoodTech has developed

retort technology for Tetra Pak that processes carton packages at an economically

attractive cost per unit. This technology is now being used by numerous leading food

processors around the world, including Hormel for packaging of their chili products. 

The Airport Systems business is working closely with airline and air freight cus-

tomers and airports to develop the equipment to serve the needs of the new Airbus A-

380 aircraft. We have developed both boarding bridge technology and ground support

equipment for this market.  
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A proven team

The solutions we provide to our

customers’ most difficult challenges are

the backbone of our success. These solu-

tions are delivered by a proven team 

of people whose talents and commit-

ment are the driving force behind 

FMC Technologies. Their commitment

to helping our customers succeed is the

foundation of the actions taken by the

Company throughout the year.

At FMC Technologies, we believe

that our continuing commitment to

ethics is essential to maintaining the

trust that investors, customers, employ-

ees and suppliers place in us. The com-

mitment is an integral part of our oper-

ating culture at all levels of the

Company. During 2005, all of our key

managers worldwide were required to

receive additional training on our code

of ethics and to certify compliance.

With the help of an outstanding finan-

cial team, we complied at the outset

with Section 404 of the Sarbanes-Oxley

Act.

Outstanding quality, health, safety

and environment (QHSE) performance

is also one of our core values. We are

extremely proud of our safety perfor-

mance, which is consistently one of the

best in the industries in which we 

participate.

In February 2006, our Board of

Directors appointed Peter D. Kinnear as

President and Chief Operating Officer

(featured on page 22). Peter’s proven

leadership, operations expertise, vision

of growth, and important industry rela-

tionships will be vital to our continued

efforts to grow the Company. During his

34 years with us, Peter’s successes are

numerous, including building our sub-

sea franchise to the industry leader it is

today and significantly expanding the

Company’s technology base.   

Our team of employees is guided

by our exceptionally qualified Board of

Directors. We are pleased to welcome 

C. Maury Devine, Vice Chairman of the

Board of Directors of Det Norske Veritas

of Oslo, Norway, to our Board. 

Ms. Devine served 12 years in executive

positions for ExxonMobil as well as 15

years in U.S. government positions at

the White House, the American

Embassy in Paris, and the U.S.

Department of Justice.  I believe her dis-

tinguished business and government

experience and leadership will be a

valuable asset to FMC Technologies.

Looking ahead

As we look to the year ahead,

we have a solid platform for growth

with a total year-end 2005 backlog of

$1.9 billion. 

We ended 2005 with a subsea tree

market share of 40 percent. To service

our growing subsea opportunities, we

have expanded our manufacturing facil-

ities in Malaysia and added machine-

tooling capacity at our manufacturing

facilities in Houston and Scotland. 

We have expanded our service base in

Angola and added a new facility in

Nigeria to serve that growing market. 

We are intensely focused on execu-

tion by ensuring that we have the peo-

ple, the systems and the manufacturing

capacity to deliver the highest-quality

and most innovative products and serv-

ices. Each of our businesses has

strengths that provide platforms for 

creating additional value.

In the coming year, these strengths

should allow us to grow our business

while continuing to earn returns on our

investment above those of our peers.  

To achieve this profitable growth,

we will:

• Build on the already strong posi-

tions of our businesses, each of

which is a market leader.

• Fund internal growth initiatives

and evaluate selective acquisitions

that expand our technology and

product portfolios in high-return

segments.

• Make capital expenditures to

increase manufacturing capacity

required to meet the growing mar-

ket for subsea trees worldwide.

• Continue to manage our portfolio

of businesses profitably while

maintaining high returns on 

capital.

• Expand our global reach into inter-

national markets that are experi-

encing growth and are seeking

new products and services.  

• Make the safety of people and the

quality of our products our highest

priorities.  

I believe that we have reason to be

optimistic about the future of FMC

Technologies. We have a portfolio of

businesses that should yield excellent

returns in the coming years. More

important, we have a talented, commit-

ted team of people who have demon-

strated, over the past five years, the abil-

ity to deliver results. 

Joseph H. Netherland

Chairman and Chief Executive Officer

February 24, 2006
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Report
a Progress

Through hard work and success in 2005, we continued to build upon our accomplish-
ments since becoming an independent company in 2001. The progress that we have
made since then has been achieved by managing our businesses according to the same
strategic principles that we outlined in 2001:

• Listen to the customer – Build and strengthen customer relationships and 
alliances; partner with customers and anticipate their needs. In our core energy
business, we currently have more alliances and frame agreements with major 
customers than any of our competitors. We want to build on that position.

• Create solutions – Understand our customer’s challenges and focus on providing
mission-critical solutions. In all of our businesses, we have a broad range of 
products and a strong knowledge base that we are leveraging to provide our 
customers with solutions.

• Innovate continuously – Develop technologies and technical solutions driven by 
customer needs. We will build on our industry-leading technology, especially in
the deepwater subsea arena.

• Maximize value – Manage our businesses well; focus on growing profits and
increasing returns on capital. We are continuing to invest in high growth
areas, such as deepwater subsea systems.

• Win with teamwork – Emphasize and reward employee performance that
results in the customer’s and the team’s success. We have in place the man-
agement team that built these businesses and will lead us into the future.

Today, these strategies remain the basis of our efforts to continuously improve
profitability and remain at the forefront of technical innovation for each of the
industries we serve.   

Over the past five years, we have made significant progress toward our objective
to be the premier provider of world-class, mission-critical technology solutions for
the energy, food processing and air transportation industries.   

We have achieved:

• 29 percent compound annual growth in diluted earnings per share, from
$0.54 for 2001 to $1.50 for 2005. Adjusted income per share increased from
$0.77 in 2001 to $1.54 in 2005.

• A 14 percent compound annual growth in revenue, from $1.9 billion in 2001
to $3.2 billion for 2005. 

• A near doubling of subsea market share to 40 percent since 2001.

• A 30 percent compound annual growth rate in subsea revenues, from less
than $500 million in 2001 to $1.4 billion in 2005.

• A reduction in net debt, from $370 million in 2001 to $103 million in 2005.

• Improved after-tax return on investment, from 8.8 percent in 2001 to 12.4
percent in 2005.

• Growth in our backlog from $961 million in 2001 to $1.9 billion in 2005.

• Improved lost-day incidence rate, from .25 lost workday injury and 
illnesses per 100 full-time workers in 2001 to .13 in 2005, despite significant
increases in manufacturing activity. 

• Improved total recordable incidence rate, from 1.48 injuries and illnesses per
100 workers in 2001 to .87 in 2005. 

• A return to stockholders of over 100 percent since our IPO.  

We have continued to invest in new technologies leading to important 
advancements for our company and the industry. While some of our technologies have
been the result of acquisitions, most have been internally generated innovations
designed to provide a practical solution in response to a customer need.  As we celebrate
our success, we are working hard to create solutions for tomorrow’s most difficult chal-
lenges—solutions that enhance our performance and our customers’ success.

FMC Technologies Inc. Annual Report 2005

A subsea tree is inspected prior to 

shipment at FMC Technologies 

facilities in Norway. 

Named NO. 1 Most Admired 
Oil & Gas Equipment, Services

Company by FORTUNE
Magazine’s annual listing of

America’s Most Admired
Companies in 2005 & 2006.



toEthicsOne of FMC Technologies’ most valued traditions is a strong ethical compass 

guiding all our business activities. We’re proud of our long-standing traditions of 

ethical conduct and focus on doing the right thing.   

Our corporate culture is based on a strict code of business conduct that is the basis

for our comprehensive corporate responsibility and ethical business practices programs.

These programs include our published Code of Ethics and the internal guidance known

as the FMC Technologies Commitment to Ethics. These outline the core values that are

fundamental to how we do business. The Commitment specifies appropriate business

conduct for employees, contractors and suppliers and sets the standard for integrity,

respect and accountability.  

But the programs are more than words on paper. They are supported by our focus

on the tone at the top, annual compliance reviews, regular audits and an interactive 

individual-specific online training, testing and certification program. These elements help

ensure that our people are knowledgeable about our principles of business conduct. In

addition, our EthicsLine is a dedicated employee hotline administered by a third party

that provides a confidential mechanism for anonymously reporting possible violations of

Company policy, fraud or illegal acts. An Employee Resolution Procedure provides a

mechanism for resolving employee problems or issues.

FMC Technologies has always had a disciplined approach to corporate 

governance and financial reporting. Our ability to meet Sarbanes-Oxley 

Section 404 compliance standards and become certified at year-end 2004 is a 

testament to our legacy of strong financial controls and processes that have 

been in place for years. 

We have also complied with all requirements of the New York Stock

Exchange and the Securities and Exchange Commission with regard to disclosure

requirements and corporate governance. We provide full, fair, accurate, timely and

clear disclosure to the public and to government agencies. In corporate 

governance, our goal is to ensure that we maximize stockholder value in a 

manner that is consistent with legal requirements and the highest standards 

of integrity.
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13Subsea Growth – 
A History of Innovative Technology

stakes
are highest

FMC Technologies Inc. Subsea Growth

when the

Reliability can make the difference

between profit and loss for every one

of FMC’s customers. We’re committed

to providing equipment, solutions,

service and QHSE performance 

that deliver 100 percent of the time.
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FMC Technologies was among the 

early pioneers.  

The Company traces its oil indus-

try roots back to 1927 when Oil Center

Tool (OCT®) was founded in Houston.

OCT was recognized as a leading manu-

facturer of high-pressure wellhead flow

control assemblies, or “christmas trees”

for oil and gas production. The compa-

ny was acquired by FMC in 1957.

Spurred by a postwar boom in oil and

natural gas production, FMC also

acquired petroleum equipment supplier

the Chiksan Company, which supplied

swivel joints that provided flexibility

and strength for fluid and gas lines as

well as marine loading arms for oil

tankers, and Hamer Valves, Inc., a

maker of valves for the petroleum and

chemical processing industries  

At first it was no different from

drilling on land. Offshore oil and gas

exploration began as a simple exten-

sion of land technology. At the turn of

the 20th century, the first marine wells

were drilled from piers and wooden

platforms in very shallow water.  

As early as 1905, Unocal drilled

an offshore well near Houston, and in

1924, true offshore development began

when a wooden platform was con-

structed near Baku in Russia for the

drilling of a production well. In the

1940s, bottom-sitting barges using

standard land drilling techniques

offered mobility when drilling in

water. 

But in 1947, a new era began

when Kerr-McGee Corp. drilled in 

20 feet of water in what is now Ship

Shoal Block 32, 43 miles off the

Louisiana coast. For the first time,

there was no land in sight.  

As the search for oil and gas

moved farther away from shore, ser-

vice companies scrambled to develop

technologies to work in increasing

water depths. Innovations abounded.

The first movable offshore drilling rig

debuted in 1953; the first platform

was constructed in the Gulf of Mexico

in 1954; and the first drillship was

launched in 1961. Fixed platforms

installed over the subsea oil and gas

fields were used to obtain production.

1960S: BORN OF NECESSITY

By 1960, floating drilling rigs

enabled exploration in deeper waters;

however, production technology

remained relatively simple, conducted

mostly from fixed platforms. But as

exploration moved farther from land,

that quickly changed.     

The subsea business began in the

1960s, born of the necessity to produce

fields or reservoirs not reachable from

existing platforms. As subsea produc-

tion moved from theory to reality, the

first subsea-completion hardware to

reach the market was wellhead compo-

nents that allowed operators to get new

wells on line.  The first subsea wellhead

installation was completed in the Gulf

of Mexico in 1961 at West Cameron

Block 192 in 55 feet of water. At rough-

ly the same time, the first full-field sub-

sea development was completed off-

shore California in the Conception field.

During the 1960s, 68 subsea comple-

tions were installed in the Gulf of

Mexico in water depths up to 400 feet.   
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Top: Early subsea wellheads like

this one for Exxon helped opera-

tors get new wells on line.

Bottom left: Offshore production

began as an extension of land

technology. 

Left: Wellheads used on land rigs

were a precursor to subsea 

technology.

60s
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Throughout the 1960s, FMC devel-

oped a number of new products to keep

pace with the growing oil industry.

Underwater wellhead equipment for

offshore drilling, an ocean floor suspen-

sion system to reduce the cost of

drilling offshore wells and improve-

ments in Chiksan’s marine loading arm

were among the innovations. Already a

leader in surface wellheads, FMC sold

its first subsea tree in 1967 in the Gulf

of Mexico for use in 70 feet of water,

and in 1969, the OiLine Division was

established to manufacture and market

a line of submersible pumps and

motors for oil field applications.

1970S: IDENTIFYING THE

OPPORTUNITY

The 1970s ushered in new techno-

logical advancements allowing wells to

be drilled in greater water depths

and more difficult environ-

ments. The number of subsea

developments worldwide

rose quickly. Until the early

‘70s, operators had utilized

divers for installing equip-

ment in shallow-water

fields; however, a pilot test

on West Delta Block 73 in the Gulf of

Mexico demonstrated the use of diver-

less technology in installing, operating

and maintaining a remote, deepwater

production system. Also important to

the future of subsea production was the

development of dynamic positioning,

which allowed vessels to remain on

position over the well site in rough seas,

and the use of computers in obtaining

and analyzing data.    

As the 1970s progressed, subsea

systems were simplified and consolidat-

ed. Wet systems, whereby the tree

assembly is installed directly on the

seabed, were preferred over dry sys-

tems, where an atmospheric steel

chamber similar to a diving bell is

installed over the equipment on the

sea floor. Deeper water and longer dis-

tances between wells and installations

made control systems more important,

and more sophisticated valves and

measurement equipment were devel-

oped and placed on wellheads to

ensure production. 

“The 1970s were spent identifying

potential business opportunities in the

emerging subsea business,” explains

Tore Halvorsen, Vice President, FMC

Technologies. “During this time, oil

price forecasts were extremely 

positive, and energy companies were

rushing to make production plans

based on these projections. The invest-

ments were enormous.”

FMC Technologies Inc. Subsea Growth

1970s

Top: An artist illustrates the Placid

Eugene Island 296 field in the Gulf

of Mexico. Awarded to FMC in 1973,

it was the world’s largest subsea

project at the time of completion.

Left: The first self-elevating drilling

unit, or jack-up platform, went into

service in 1954. These movable rigs

allowed operators to drill in 

relatively shallow water.

Right: Once commercially viable

reserves of oil and gas were found,

operators built offshore platforms

for further development and 

production.



changes,” Peter says. “Deepwater devel-

opment demands a systems mindset.

The combination of subsea trees, mani-

folds, jumpers, flowlines, umbilicals and

controls — a system in itself — became

part of a larger field development sys-

tem. We needed to supply it all.”

During the 1980s, FMC expanded

its services and developed new tech-

nologies in order to become a total solu-

tions provider. The Company installed

the world’s first Tension Leg Platform

(TLP) well completion in 1983 for

Conoco on its Hutton well in the North

Sea. A year later, FMC was awarded the

first diverless Engineering, Procurement

and Construction contract from Statoil

Gulfaks Satellites. The Company also

repeatedly set new depth records for

subsea completions for Petrobras. The

Bonito project was completed at 619

feet in 1980; and the Marimba project

was completed at successively greater

water depths: 1,256 in 1985, 1,351 feet

in 1987 and 1,613 feet in 1988.    

more modular as operators pushed for

standardization to increase cost efficien-

cy and shorten the time from discovery

to production. FMC also began to move

beyond its traditional role in manufac-

turing to focus on the “oil field of the

future” by providing an entire package

of integrated services to customers over

the life of their subsea oilfields. 

“During this time, companies like

FMC evolved from product suppliers

into solution providers, and this trend

was accelerated as operators faced the

challenges of a dynamic energy market,”

says Peter Kinnear, President, FMC

Technologies. “The oil boom of the early

1980s was followed by a major industry

downturn by the middle of the decade,

and that created new challenges.

Previously, the oil companies had

planned huge investments for offshore

production facilities.  Now, they were

more cost conscious and looking for less

expensive and more efficient ways to

bring production on line.”

The result was a renewed under-

standing of cost-driven field techniques

and an emphasis on innovation. “We

understood this and began to make

1980S: THE PRODUCT

DEVELOPMENT PHASE

Throughout the 1980s, the move

into deeper waters continued, and it

was during this time that FMC identi-

fied the subsea sector as a prime mar-

ket with strong profit potential.

Engineers grappled with higher pres-

sures and temperatures in deepwater

environments, pushing technology to

new levels. The subsea business grew

rapidly, and oil companies boosted

research efforts.  

“The 1980s were the product

development phase in which the

Company developed the products

needed to be a complete subsea sys-

tem provider,” Tore says. “With the

development of diverless technology

and electro-hydraulic control systems,

subsea trees became more sophisticat-

ed. We were moving quickly to devel-

op new products and expand our serv-

ice offerings.”

During the late 1980s and early

1990s, technology advances led to the

development of deepwater fields uti-

lizing floating production systems,

subsea satellite installations and stan-

dardized systems. The first horizontal

tree was installed and designs became
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Left: With the development of

new technologies, subsea trees

became more sophisticated.  

Middle: FMC expanded facilities

and capabilities in the U.S. and

overseas to meet the growing

demand for its subsea systems.

Right: An early FMC subsea tree is

carefully lowered into place on

the ocean floor.  

1980s
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1990S: THE

INDUSTRIALIZATION PHASE

It was in the 1990s that FMC’s sub-

sea business came into its own.  

“The 1990s were the industrializa-

tion phase in which products transi-

tioned from prototype to mass produc-

tion to standardized systems in an

effort to be the low-cost provider of

high-quality systems to the offshore

industry,” says Tore. “Oil production in

depths greater than 1,000 feet increased

an average of 21 percent every year, and

gas production grew by 27 percent each

year.”

FMC set one record after another

with new products and innovations that

changed the industry. In 1991, the

Company achieved three new mile-

stones for Devon Energy with the first

fully diverless subsea completion, the

longest layaway flowline offset to a

fixed platform 14.5 miles away, and the

world’s first hybrid reel installation

combining flexible and steel pipe. At

the Offshore Technology Conference

that same year, FMC premiered the first

guidelineless subsea tree, which it

installed for the Petrobras Marlim proj-

ect at a water depth of 2,561 feet in

1992.    

Historically, subsea wells have

been tied back to platforms in shal-

low water, however, as energy explo-

rationists moved to deeper water;

many developments were too far

from fixed-platform water depths for

this to be feasible. To meet this need,

FMC developed floating production

equipment, including tension-leg 

platforms, Spars, semisubmersible

platforms and floating production

storage and offloading systems

(FPSOs).  

FMC Technologies Inc. Subsea Growth

Top left: In the 1990s, FMC formed an exclusive

subsea strategic alliance with Shell Offshore, Inc.

to provide deepwater subsea drilling and comple-

tion equipment and services for such develop-

ments as the Auger project, at the time the world’s

deepest tension-leg platform.

Top right: The acquisition of SOFEC, a global sup-

plier of floating production storage and offloading

systems, complemented FMC’s subsea capabilities.

Bottom left: FMC Technologies engineers in

Kongsberg designed and produced the completion

tree and guide base for Shell’s Draugen project in

the North Sea. 

Bottom right: Manufactured at FMC’s

Dunfermline, Scotland, plant, this subsea horizon-

tal tree was designed for Phillips Petroleum’s

Joanne Project in the North Sea. 

1990s
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field. Since then, FMC has completed

pioneering projects such as Gulfaks for

Statoil, the second complete delivery of

subsea production equipment in

Norwegian history, and was also

involved in 1992 with the Snorre field,

which used subsea completions to pro-

duce to a tension-leg platform four

miles away. In the late 1990s, it com-

pleted the Asgard field, which involved

a total of 59 subsea completions

grouped in 17 standardized four-well

templates connected and tied back by

pipeline to floating production and pro-

cessing vessels.  

Armed with the success of major

product introductions in subsea well-

heads in the late 1980s and early ‘90s,

FMC’s oil field business embarked on

an aggressive acquisition campaign.

The acquisition in 1993 of Kongsberg

Offshore of Norway, the North Sea

leader in subsea technology, was an

important boost to the Company’s sub-

sea capability and created the world’s

largest subsea engineering, procure-

ment and construction company in

terms of experience and contract dol-

lar value.  

Approximately 40 percent of all

subsea-tree installations have been

made in the North Sea, and FMC has

played a major role in these develop-

ments since 1979, when it was con-

tracted by Elf, the French oil company,

to undertake Norway’s first subsea

completion in the North-East Frigg gas

“The Asgard project was the first to

completely utilize a subsea installation

without a platform,” says Tore. “We

developed the entire subsea field from a

floating ship.”

The Kongsberg acquisition was fol-

lowed in 1998 with the acquisition of

CBV Industria Mecanica, Brazil’s largest

supplier of wellheads and trees and a

leading supplier to Petrobras, the state-

owned oil company.  FMC Technologies

do Brasil (formerly CBV) is a leader in

deepwater development and has been

involved in some of South America’s

most challenging projects. The

Company completed Petrobras’ Marlim

field development, which involved 148

subsea wells producing to six floating

production units, and contributed to the

development of a standardization pro-

gram for guidelineless subsea trees.         

1990s
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FMC also expanded its capabilities

with the acquisitions of SOFEC’s float-

ing production and storage systems,

National Oil Well’s fluid control busi-

ness, as well as Smith Meter, a leading

manufacturer of meters for the petrole-

um industry.  

“Today, oil companies rely more

and more on the oil service industry to

meet functional specifications, define

standards and manage the interface

between technologies,” Peter says.

“These acquisitions positioned FMC as 

a leader in the subsea business and

helped transform us into a full-service

subsea supplier.”

This mindset, coupled with FMC’s

expanded capabilities, opened the door

for important new contracts valued at

more than $200 million. These included

Amoco’s contract for the Liuhua project

in the South China Sea, which set new

technology records, including develop-

ment of the first all-horizontal-well field

with electric submersible pumps,

Statoil’s Norne project in the North Sea

and Arco’s Gawain project in the United

Kingdom sector of the North Sea.

FORGING ALLIANCES

FMC Technologies’ ability to

innovate internally and, at the same

time, form strategic alliances and suc-

cessfully integrate acquisitions has

provided an important competitive

advantage. In the mid-1990s, the

Company forged multiyear, preferred-

provider alliances with strategic cus-

tomers. The first was established in

1994 when FMC teamed with cus-

tomers Statoil and Norsk Hydro to

provide new-technology subsea sys-

tems. That alliance led to a

Technology Agreement in 1996 with

Statoil, Shell, Elf and Mobil through

which the Company introduced stan-

dardization and industrialization to

subsea field development. 

FMC Technologies Inc. Subsea Growth

Opposite page, top left: FMC Technologies

designed and engineered the Hinge-Over-

Subsea Template (HOST) for Statoil for use

in its North Sea oil fields.

Bottom left: In 1998, FMC acquired CBV

Industria Mecanica, Brazil’s largest supplier

of wellheads and subsea trees and a leader

in deepwater development.

Right: A pioneering project in subsea

design and installation, the Mensa project,

completed through FMC’s alliance with

Shell Offshore, had every challenge facing

the industry — extreme water depth and

high pressures, temperatures and flow

rates.

This page, top left: Equipment is readied for

BP/Amoco’s Liuhua project in the South China Sea.

Bottom left: The state-of-the-art production system

for the Liuhua project comprised 25 wells pro-

duced through horizontal subsea trees. Liuhua

marked the industry’s first use of electric sub-

mersible pumps in a multiwell subsea environ-

ment.

Top right: As part of the Grand Banks Alliance,

FMC provided subsea and floating production

equipment for Petro-Canada’s Terra Nova oil field

offshore Newfoundland.
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Through the 1996 Shell Deepwater

Alliance, FMC became the preferred

supplier for all subsea equipment for

Shell’s projects in the Gulf of Mexico,

and in mid-1997, the two companies set

several world records when FMC’s

equipment was installed for Shell’s

Mensa project. A pioneer in subsea

design and installation, the Mensa 

project had every challenge facing the

exploration industry — extreme water

depth of over a mile, and high pres-

sures, temperatures and flow rates. The

project utilized three satellite wells with

10,000 psi working pressure and guide-

lineless, diverless subsea trees produc-

ing to a subsea manifold five miles

away. The 63-mile flowline was the

world’s longest offset from a host 

platform.  

Standardization revolutionized

the subsea business with innovations

that increased flexibility, lowered costs

and reduced installation and project

cycle time. Traditionally, subsea trees

were custom designed to meet a spe-

cific project’s requirements. However,

as deepwater technologies were devel-

oped, applying standard modular

building blocks such as subsea trees,

template/manifold systems and state-

of-the-art control systems that can be

custom configured for different solu-

tions became key to reducing costs.

As a result of FMC’s standardization

processes, installation times for a tree

system were reduced by 50 percent,

tree delivery times were reduced by as

much as 60 percent, and capital expen-

ditures were lowered by more than 40

percent. 

As the 20th century drew to a

close, the pace of FMC’s technical inno-

vations accelerated as customer require-

ments became more challenging.

Alliances with Statoil and Shell led to

the development of new technologies

such as SmartFields™ Subsea Solutions

(a comprehensive approach that focuses

on subsea fluid separation and boost-

ing), integrated monitoring and control,

new and more sophisticated subsea con-

trols, light well intervention and subsea

processing. FMC introduced HOST —

Hinge-Over Subsea Template—technolo-

gy for Statoil’s use in its North Sea oil

fields. The building-block subsea system

offers the flexibility of customization

with the cost savings of standardization

by utilizing standard interfaces that can

be employed in endless field configura-

1990s
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Opposite page, left: FMC Technologies’ HOST system

uses standard “building block” components to reduce

capital, installation and operating costs for ExxonMobil’s

Zafiro Southern Area project offshore Equatorial Guinea.

Right: FMC Technologies’ UTIS (Universal Tie-in System),

which provides the tools to tie in flowlines and other ele-

ments of the subsea system, has proven effective in sub-

sea applications worldwide.

This page, left: Through FMC’s alliance with Statoil, the

Heidrun Nordflaken project in the North Sea was that

company’s first field which could handle produced water

without environmentally harmful discharges.

Top: FMC provided subsea trees for ExxonMobil’s Diana

project in the Gulf of Mexico.

Bottom:  The 250-ton Shell Mensa manifold was installed

in the Gulf of Mexico at a world-record depth of 

5,280 feet of water.  

tions. In 1998, FMC introduced the first

Floating Storage and Offloading system

in the Gulf of Mexico with the world’s

largest throughput of 800,000 barrels

per day of oil for PEMEX Catarell, and

the world’s first guidelineless subsea

horizontal tree completion for Agip

Aquila.  In 1999, a new depth record

was set for a guidelineless subsea com-

pletion for Petrobras’ Roncador project

at 6,080 feet.

FMC Technologies Inc. Subsea Growth
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world’s first top-tensioned, dry tree riser

system on a TLP for the El Paso Prince

well.  In 2001, the Company produced

the Shell Na Kika tree for water depths

as great as 7,000 feet.  

The Company also entered into

new multiyear alliances with customers.

Through the Grand Banks Alliance,

FMC provides subsea and floating pro-

duction equipment for Petro-Canada’s

Terra Nova field offshore

Newfoundland.  FMC also entered into

a subsea alliance agreement with Kerr-

McGee in the Gulf of Mexico and was

chosen by Woodside Energy of Australia

as a preferred supplier. Another five-

year frame agreement was signed in

2002 with BP for its deepwater Gulf of

Mexico exploration and production

activities.

2000: THE SEARCH SPREADS

As the new millennium dawned,

energy companies spread their search

to the four corners of the globe and

deepest depths of the ocean. Huge

wellheads capable of working at

intense pressures and high tempera-

tures were installed in waters more

than a mile deep. Offshore fields

became more complex and new inno-

vations were required to install and

maintain subsea systems in extreme

conditions. 

By 2000, oil production from

water depths greater than 1,000 feet

accounted for more than one-third of

Gulf of Mexico production, and FMC

continued to set new records in water

depth and “world’s firsts” in engineer-

ing achievements. In 2001, it was the

Among the first orders under the

BP agreement was a new HP/HT verti-

cal subsea tree for BP’s Thunder Horse

project. Like Mensa, Thunder Horse

shattered records. It was the world’s

first subsea completion system designed

to handle producing pressures of 15,000

psi and temperatures of 350°F/177°C at

water depths up to 10,000 feet.

Thunder Horse employed a highly

sophisticated control system and a riser

designed to facilitate multiple opera-

tions on a large number of wells in suc-

cession. This technology was also

deployed on the Shell Princess Project,

which was that company’s first project

to use 15,000-psi-rated equipment. 

FMC has continued to extend its

geographic reach to new parts of the

world. The West Coast of Africa has

attracted attention from the industry

This page, left: President and COO Peter Kinnear and Program

Manager Shelagh Osborn tour the Company’s Houston subsea

manufacturing facilities.

Right: Shell’s Princess project in the Gulf of Mexico utilized three

FMC vertical 15,000 psi subsea trees.  It was that company’s first

15,000 psi subsea completion.

Opposite page, bottom left: FMC’s integrated solutions include this

subsea processing system, a forerunner to the technology being

developed for the Tordis field.

Top right: FMC developed the world’s first major high-

pressure/high-temperature project designed to operate at tempera-

tures of 350°F and pressures of 15,000 psi for BP Thunderhorse in

the Gulf of Mexico.

Bottom right: FMC works with Statoil to solve difficult technical

challenges on projects in the North Sea.

2000, the next decade
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since the early 1990s, and FMC has

expanded its customer base in that

region significantly. The Company was

awarded a contract by ExxonMobil for

the Zafiro Southern Area project off-

shore Equatorial Guinea and was select-

ed to provide continuing subsea equip-

ment and services for Total’s Girassol

field development offshore Angola. In

2005, FMC was awarded contracts for

Total’s Moho Bilondo Project, located

approximately 50 miles offshore Congo,

and Chevron’s Agbami Project, located

approximately 70 miles offshore

Nigeria. 

Recognizing that cost-effective well

intervention would be critical to boost-

ing hydrocarbon recovery from subsea

wells, FMC, in conjunction with Statoil

and Prosafe, developed Riserless Light

Well Intervention (RLWI) to allow inter-

vention into a subsea well from a

dynamically positioned vessel. In 2003,

this technology was proven viable at

operations on three Statoil fields in the

North Sea, and in 2005, it was used on

ChevronTexaco’s Stathspey Field in the

North Sea.  

FMC has also developed leading-

edge technology for subsea processing.

By processing the well stream at the

seabed and reinjecting produced water,

solids and/or gas into the reservoir or

disposal zone, operators can reduce the

capital expenditures associated with

pipelines, risers and topside processing

equipment. FMC’s subsea processing

solutions utilize a modular, building-

block approach that encompasses exist-

ing tie-in and connection tools for maxi-

mum customer cost savings and 

operations.   

FMC took another step forward in

advancing its research and development

efforts in the emerging technology of

subsea processing with the acquisition

in 2003 of a controlling interest in CDS

Engineering. CDS’s unique separation

technology modifies conventional sepa-

ration technologies by allowing the flow

to move in a spiral, spinning motion,

causing elements of the flow stream to

separate more efficiently. The

Company’s subsea processing technolo-

gy will be used commercially for the

first time on Statoil’s Tordis field in the

North Sea.

As exploration moves to ultra-deep

waters, FMC has developed low-voltage

electric systems for subsea applications

that are an emerging alternative for sub-

sea completions. The Company’s electric

subsea control module is being retrofit-

ted on equipment at Statoil’s Norne

field in the North Sea, the first conver-

sion of a production manifold to all-

electric operation.

The history of FMC’s subsea busi-

ness is rich with innovation and a tra-

dition of providing world-class prod-

ucts and solutions to customers. Now,

energy forecasters are projecting that

2,121 subsea wells will be installed

over the years 2005-2009, a 71 percent

increase over activity levels from the

1999-2003 time period. As the technol-

ogy leader, we believe FMC is defining

the next generation of technological

advancements to meet those needs and

to help its customers find energy in

the world’s most challenging environ-

ments.  

FMC Technologies Inc. Subsea Growth
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Our Businesses

At FMC Technologies, we engineer

solutions that overcome our 

customers’ most difficult obstacles.

Through our deep understanding 

of our customers’ businesses and 

our relentless obsession with 

performance, we develop innovative

real-world solutions that put even 

the most daunting 

challenges within reach.

are toughest
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FMC Technologies’ Energy Production Systems segment designs and
manufactures subsea systems, floating production systems, surface produc-
tion equipment and separation systems for customers involved in land and
offshore exploration and production of oil and gas.      

FMC Technologies’ Energy Production Systems’ portfolio of products
and services continue to drive FMC Technologies’ growth. During 2005,
this segment generated earnings of $75.3 million on sales of $1.9 billion,
comprising approximately 57 percent of the Company’s total revenue.
Subsea systems revenue reached $1.4 billion, an increase of 39 percent
over 2004.

Energy Production Systems’ results, however, do not fully reflect 
the segment’s outstanding performance during 2005 due to a 
$54.9 million loss provision for the Sonatrach project. Higher 
onshore and offshore construction costs, delays
in customer approvals, higher commis-
sioning costs and other problems
delayed completion of the
Sonatrach project, an offshore oil
loading project, which is being con-
structed in Algeria for Sonatrach-
TRC, the Algerian Oil Company.    
In late February, we received from 
Sonatrach the final acceptance of 
the entire project. While we still 
have a one-year warranty period 

energy 
systems

Our Businesses

which began in February of 2006,
we are well on our way to 
putting this project behind us.    

During 2005, we continued to concentrate on our 
goals of quality, reliability, safety and on-time delivery to 
customers. We received orders for systems encompassing 171 
subsea trees in 2005. Customers included Shell, ExxonMobil,
Chevron, Petrobras, ENI Petroleum, CNR, Talisman, Kerr-McGee, BP,
Dominion, Norsk Hydro, Total, Statoil, Petro-Canada and Woodside.  
These systems were designed to meet some of the most difficult
operational challenges, including producing oil from the ocean floor
in water depths as great as 10,000 feet, well fluid temperatures in
excess of 350 degrees Fahrenheit (°F) and pressures up to 15,000
pounds per square inch (psi).        

Photo left: Testing is conducted at 

FMC Technologies’ facilities in Norway on

a subsea tree for BP’s Greater 

Plutonio project in Block 18 offshore

Angola. FMC will provide 45 subsea trees

and associated equipment for the initial

phase of the project.
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FMC is committed to building
long-term relationships and alliances
that help our customers reduce the risk
of developing and producing new ener-
gy reserves. In 2005, we responded to a
growing market through attention to
our existing relationships as well as by
reaching out to new customers. For the
year, Energy Production Systems
received new orders totaling $2.1 bil-
lion, and backlog grew to $1.5 billion,
up 22 percent over the $1.2 billion in
2004. Inbound orders improved in all
businesses in 2005, particularly in sub-
sea systems, which reached $1.6 billion.

To meet this growing demand, we
increased subsea capacity in West
Africa and the Asia Pacific regions. In
Malaysia, we opened a new subsea man-
ufacturing facility in Nusajaya, which
improves our ability to supply subsea
completion systems for the Asia Pacific
market and increases capacity for the
entire region. In West Africa, we
expanded our service base in Luanda,
Angola, with additional land and facili-
ties, and we are constructing a new base
in Nigeria. These facilities will include
assembly, fabrication, testing and stor-
age areas to assist in providing local
content for subsea projects offshore
West Africa.  

Leading with new 
technologies

Since the 1980s, FMC Technologies
has been a leader in pioneering innova-
tive offshore technologies, products and
systems for full-field subsea develop-
ment. Through our technology agree-
ments with Statoil, Shell, Elf and Mobil
in 1996, we introduced standardization
to subsea field development that
increased flexibility and significantly
reduced capital and operating expendi-
tures for our customers and for us as a
supplier. That same year, we began
operating under a frame agreement
with Statoil through which we provided
subsea services for completion,
workovers, installation and mainte-
nance. Today, Statoil produces oil and
gas from approximately 245 subsea
wells, the majority of which employ
FMC Technologies’ subsea equipment,
including approximately 150 horizontal
subsea trees.    

We are continuing to build on our
portfolio of technologies to expand our
platform for growth in the subsea busi-
ness. In 2005, several emerging tech-
nologies made the final transition from
engineering study and testing to com-
mercialization with contracts for subsea
separation, electric subsea systems,
Riserless Light Well Interventions
(RLWI) and Through Tubing Rotary
Drilling (TTRD).

A complete subsea separation sys-
tem will be used commercially for the
first time on Statoil’s Tordis field in the
North Sea. Subsea separation allows
operators to increase production from a
field by separating oil, gas and water at
the seabed and reinjecting the produced
water into the reservoir or dedicated
disposal zone. This system reduces the
cost required for pipelines, risers and
topside processing equipment. FMC has
been working to develop this technolo-
gy for several years and in 2003
acquired a controlling interest in CDS
Engineering, a leading provider of gas
and liquids separation technology.

At Statoil’s Tordis field, which has
been in operation for a number of
years, an increasing amount of excess
water is coming up from the reservoir
causing oil production to decline. In the
past, operators were forced to shut
down the entire field under these cir-
cumstances, even though plentiful
reserves remained. Now, subsea separa-
tion technology can help to increase oil
recovery from older fields.  

In the case of the Tordis project,
new technology for improved oil recov-
ery is expected to improve the field’s
recovery factor and will allow Statoil to
extract roughly 19 million extra barrels
from the field. This is achieved by
removing water from the well stream
subsea and reinjecting the water into a
separate subsea well, thus reducing the
back pressure toward the Tordis field
and allowing more hydrocarbons to be
brought to the surface. 

Through Tubing Rotary Drilling is
another building block for increasing
production from subsea wells, which
will be utilized by Statoil in its North
Sea fields. Production from new
drainage points from subsea wells, by
means of sidetracking through existing
completions into new reservoirs, has
traditionally been time consuming and
costly. The development of TTRD tech-
nology provides a more cost-effective
method to increase production than
drilling and completing new wells. 

Another important new technolo-
gy, Riserless Light Well Intervention,
allows operators to conduct production
logging and well stimulation services,
replace downhole equipment, reperfo-
rate wells and conduct other operations
easily and more cost effectively by
using a dynamically positioned vessel
rather than mobilizing a floating
drilling rig on the surface. Working
with alliance partners Island Offshore
Management and Maritime Well
Service Inc., we successfully replaced a
downhole safety valve at Chevron’s
Stathspey Field in the UK section of 
the North Sea using RLWI on a new
dynamically positioned monohull 
vessel.       

As the search for energy moves to
deeper water, electric systems for subsea
applications will be a key enabler for
acquiring production from ultra-deep,
dispersed fields. FMC has been involved
in the development of electric systems
for subsea applications since the 1970s
when it was awarded a patent for an all-
electric subsea tree. Since that time, we
have developed an innovative, low-volt-
age all-electric subsea system that com-
plements our subsea completions tech-
nology. In 2001, we installed the first
prototype of electric subsea actuators
powered by low-voltage rechargeable
batteries at Statoil’s Statfjord North and
East fields offshore Norway, resulting in
higher than expected production
increases. The system, which has operat-
ed reliably since its installation, incorpo-
rates 16 all-electric production chokes.  
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In 2006, our electric subsea control
module will be retrofitted on equipment
at Statoil’s Norne Field in the North Sea.
The Norne System will be the first con-
version of a production manifold to all-
electric operation and is an important
advancement of our all-electric subsea
production system technology. The proj-
ect includes retrofitting an electric sub-
sea control module, which operates
eight electric gate valves and one elec-
tric ball valve for the control of mani-
fold functions from an existing tem-
plate. The module will be installed in
conjunction with a new-build Norne
Improved Oil Recovery Template K,
which includes two subsea trees, a man-
ifold, a template and two subsea control
modules.

New subsea contracts
awarded

FMC Technologies’ efforts remain
focused on providing mission-critical
solutions to customers. During the year,
we signed agreements to supply subsea
systems to projects under development
around the world.

West Africa continues to be the
region for highest potential future
growth. In 2005, we received another
significant contract from Total S.A. for
the Moho Bilondo Project, located
approximately 50 miles offshore Congo
in water depths ranging from 1,770 to
2,430 feet. The scope of supply for the
project includes 12 subsea trees and
associated structures, manifolds, produc-
tion control and intervention systems.     

Also in West Africa, we entered
into our first contract with Chevron
during 2005 for the Agbami Project
located approximately 70 miles offshore
Nigeria in water depths ranging from
4,200 to 5,400 feet. Initially, we will sup-
ply 22 subsea trees and associated struc-
tures, manifolds and production control
systems for the project. In addition, we
will open a local support base in Nigeria
to facilitate our offshore operations and
supply of local equipment.  

In 2005, we were awarded a con-
tract by Anadarko Petroleum
Corporation to supply subsea produc-
tion equipment for certain Anadarko
wells in the eastern Gulf of Mexico that
will be connected to the Independence
Hub, a deep-draft, semisubmersible plat-
form that will be connected initially to
eight natural gas fields. The contract,
our first major subsea contract from
Anadarko, includes 10 subsea trees and
associated equipment for the project
located in the Atwater Valley, DeSoto
Canyon and Lloyd Ridge areas of the
deepwater Gulf where water depths
range from 7,800 to 9,000 feet.

We were also chosen by Chevron
and Kerr-McGee Corp. to supply subsea
systems for the Blind Faith project in
the Gulf of Mexico. Located in
Mississippi Canyon 696 in water depths
of approximately 7,000 feet, the con-
tract includes three high-pressure
enhanced horizontal subsea systems.

Our reputation as a subsea systems
supplier earned FMC Technologies a
new contract for Norsk Hydro’s Osberg
Delta field in the North Sea. The con-
tract calls for two horizontal subsea
trees, a template manifold and a produc-
tion control system to be installed at the
Osberg Delta, a satellite field that will
be connected to the Oseberg-D platform. 

We added to our strategic customer
alliances during 2005, signing a subsea
systems frame agreement with Petro-
Canada for offshore development in the
Terra Nova field off Canada’s East
Coast.  FMC has worked with Petro-
Canada since 1998 on three phases of
the Terra Nova project, which is the
world’s first major subsea project in ice-
berg-infested waters.  

Contracts were signed for two new
projects under our preferred-provider
agreement with Woodside Energy. The
Perseus-over-Goodwin project offshore
Western Australia includes four subsea
trees, production controls and associat-
ed equipment. FMC will also provide
subsea systems, including subsea trees,
production controls and associated
equipment, for the planned Angel devel-
opment project 80 miles offshore on
Australia’s Northwest Shelf.   

Our long-standing relationship
with Petrobras continues to bring new
technologies to the Brazilian energy
industry. We are developing the next
generation, compact heavy oil separa-
tion system, which will combine our
efficient compact, cyclonic separation
technology with the NATCO Group’s
leading electrostatic coalescer technolo-
gy to develop a new compact separation
system for subsea and surface process-
ing applications. This initial application
for Petrobras includes subsea separation
and processing studies involving differ-
ent subsea separation concepts and con-
struction of a prototype separator.  

Through FMC CBV Subsea, FMC
Technologies has been supplying subsea
trees to the Brazilian oil industry since
1961. Early in 2005, we were awarded
two contracts from Petrobras to provide
13 subsea trees designed for service in
water depths up to 6,562 feet in the
Golfinho and Piranema fields, offshore
Brazil. We also received an order from
Petrobras to supply two 15,000 psi hori-
zontal subsea trees, production controls,
project management and engineering
for their Cottonwood project in the Gulf
of Mexico. The Cottonwood field is
located in the Garden Banks Block 244
area of the Gulf in a water depth of
2,200 feet.
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Record year for Surface
Wellhead

Our Surface Wellhead business had
a record year of growth in 2005, with a
significant increase in revenue due to
strong market demand and pricing
improvement. Orders for surface well-
head equipment were up significantly
over 2004. Our surface products and
systems are used worldwide on both
land and offshore platforms in some of
the world’s most difficult climatic condi-
tions, such as Arctic cold and desert
heat. 

Surface Wellhead has had a long
history of technological innovations.
We installed the first 5,000 psi wellhead
in the 1930s and were the first to do
multiple completion systems in the
1940s. Through the years, we have
introduced such innovations as auto-
matic casing hangers and the first
TLP/SPAR systems. Today, Surface
Wellhead is installing 20,000 psi well-
heads, the highest pressure ever used
for wellheads worldwide, for customers
including Burlington Resources,
McMoran and BP.  Over the past year,
we have expanded our presence in
North and West Africa as well as the
former Soviet republic of Kazakhstan,
where we were awarded a major con-
tract by the Agip-Casio Consortium to
provide equipment for the Kashagan
oilfield.

Service technician David Belcher follows up

on the installation of FMC Surface

Wellhead equipment. During 2005, FMC

installed the first 20,000 psi wellheads, 

the highest pressure ever used.
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Deepwater exploration is the
From the forecasters

trend of the futureThe facts are clear. When it comes to finding oil and gas, the easily developed
resources have already been found.  

Today, most experts agree that deepwater exploration is the trend of the future.
And the subsea business is perhaps the most dynamic sector of the energy industry, 
providing the enabling technology to efficiently and cost-effectively add new reserves in
deeper waters.

For FMC Technologies, the energy forecasts indicate continued growth for the
future. As a single-source supplier, the Company is equipped to assist operators world-
wide in meeting the technological and economic challenges of subsea completions in
increasingly deeper waters. Of the top 20 operators who are expected to lead the
future subsea developments, more than half are customers of 
FMC Technologies. We are also well positioned in each of the 
projected growth markets for offshore developments.

The challenges of exploring in deep water are enormous. 
The cost of developing a single deepwater field in the U.S. Gulf of 
Mexico can exceed $1 billion, according to the U.S. Minerals
Management Service, a number that is likely to increase as operations
move into ultra-deep waters and into new geographic frontiers. This
trend should continue to support the demand for subsea equipment.  

A recent report by the Energy Information Administration (EIA) at
the U.S. Department of Energy projects that energy demand will con-
tinue to grow worldwide as economies expand and prosperity
spreads. Increasing demand from the U.S. and emerging Asian
economies — most notably China — are forecasted to keep the
pressure on prices. EIA forecasts that oil prices will remain near 
$50 per barrel over the next 25 years, and world petroleum 
demand is expected to increase from about 82 million barrels per
day (MMB/d) in 2004 to 111 MMB/d in 2025. Total energy con-
sumption is projected to rise at an average rate of 1.1 percent
annually over the same period to 127.0 quadrillion British 
Thermal Units in 2025.  

As demand increases, so does the need for exploration in
deep water and for subsea completions to bring new discoveries
into production.  For the period 2005-2009, Infield Energy Data
Analysts projects a total 2,121 subsea wells to be installed, 
representing a 71 percent increase from the 1999-2003 timeframe
when 1,242 subsea wells were installed. Operators are expected to
spend $31.3 billion for these installations, compared to $18.6 billion
spent in 1999-2003. The forecast for subsea equipment installations,
including, manifolds and trees, calls for 2,682 units totaling 
$ 7.5 billion in expenditures, compared to 1,605 installations costing
$3.3 billion from 1999 to 2003. 

Where will the money be spent? A report from Quest Offshore
Resources indicates that the West Africa basin is growing at a
greater rate than any other region, driven by the strength of 
offshore developments in Angola and Nigeria. About 30 percent of
the projected capital expenditures for subsea projects through 2011
are expected to be spent in West Africa.  The forecast predicts that
North America will account for 23 percent of the market and the
North Sea will decline slightly to 21 percent. Asia Pacific and
Brazil/Latin America account for 14 and 12 percent respectively.    

Offshore oil and gas production is expected to grow from 39 MMB/d of oil equiva-
lent (MMBOE) in 2004 to 55 MMBOE/d by 2015, and oil companies are projected to
spend approximately $1.4 trillion over the next decade for exploration, development and
operation of offshore fields and to produce the equivalent of 200 billion barrels of oil,
according to energy forecaster Douglas-Westwood.  

A giant subsea tree stands ready to be

shipped for installation at ExxonMobil’s

project offshore Equatorial Guinea in

West Africa.
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FMC Technologies Energy Processing Systems segment
designs, manufactures and supplies technologically advanced
high-pressure valves and fittings for oilfield service customers.
We also manufacture and supply liquid and gas measurement
and transportation equipment and systems to customers involved
in the production, transportation and processing of crude oil, nat-
ural gas and petroleum-based refined products. Our Energy
Processing businesses include Fluid Control, Measurement
Solutions, Loading Systems, Material Handling, and Blending 
and Transfer.

Energy Processing Systems had an outstanding year, with
improvements in each of its five businesses. Revenue for the year
was $522 million, a 6 percent increase over 2004, and accounted
for approximately 16 percent of FMC Technologies’ total rev-
enues. Operating profit of $54.1 million doubled from the previ-
ous year due to strong volume and pricing of WECO®/Chiksan®

equipment, execution and cost-reduction improvements in load-
ing systems and restructuring initiatives in material handling
throughout 2005. Operating margins improved across all of
Energy Processing’s business lines. 

Our Businesses

energy
Inbound orders were 

$632 million for the year, up 
37 percent on strong demand
for bulk materials handling 
systems, WECO®/Chiksan®

equipment and loading systems.  
Backlog of $215 million at year end 
is up 105 percent over 2004.

processing
systems

Photo left: FMC is meeting today’s

extreme well servicing conditions with a

new generation of pumps and flowline

products for service companies.  
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introduced new asset-management soft-
ware with enhanced data-mining capa-
bility, giving unprecedented flexibility
to our customers and enabling optimal
use of fluid control assets. We also
introduced several new high-capacity
reciprocating pumps for oil and gas
applications which are being well
received by the well service market.     

Our Measurement Solutions busi-
ness, which provides products and solu-
tions for use in the custody transfer of
crude oil, natural gas and refined
products, has been a world leader in
flow measurement and control of
petroleum products since 1933.
We also provide repair and mainte-
nance services for our large base of
installed equipment worldwide. In
January 2005, we began executing
the Shell Production Measurement
Integrity Services (PROMISE) con-
tract awarded to us in October 2004.
This is a renewable five-year con-
tract to perform the maintenance,
calibration, engineering support and
upgrades for all metering for Shell’s
exploration and production assets
in Europe. We also introduced liq-
uid ultrasonic technology for
refined-product applications.

Pushing the technology
envelope

Energy Processing Systems is a
market leader in virtually every product
and service that we provide. To main-
tain that position, however, we are 
continually pushing the technology
envelope, aggressively pursuing cost-
reduction initiatives and ensuring glob-
al availability of all of our products and
services. We also continually seek ways
to combine technologies across all of
our energy businesses to offer a broad
scope of products and services that pro-
vide solutions to our customers.

The Fluid Control business report-
ed a strong year of volume and prof-
itability as a result of an increase in
well completion and stimulation activi-
ties by major oilfield service companies.
We continue to be the world’s leading
supplier of technologically advanced
high-pressure valves and fittings for oil
field service companies, and in 2005,
strong demand for our WECO®/
Chiksan® flowline products translated to
higher sales volumes.  During 2005, we
maintained our leadership position by
introducing a range of high-pressure,
large-diameter flowline products
required by service companies for high-
er-capacity applications, and expanded
our range of industry-leading plug valve
product offerings.  Additionally, we

The Material Handling business
provides Link-Belt® and Syntron® con-
veying and feeder systems to a wide
range of industries, including coal and
power generation. During 2005, we
developed products such as coal-fired
bulk handling systems designed to cap-
ture new business in the coal/power
generation business. Our process, engi-
neering, mechanical-design and project-
management expertise enhances our
ability to execute these projects on a
turnkey basis.  

Left: FMC manufactures a broad range of pumps

and high-pressure flowline products at its 

facilities in Stephenville, Texas.
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In our Loading Systems business,
we are the industry leader in land- and
marine-based fluid loading and transfer
systems. Our systems load and offload
marine vessels transporting a wide
range of fluids, including Liquefied
Natural Gas (LNG), crude oil and refined
products. Our leadership position in
LNG loading system technology contin-
ued to grow in 2005, and we received
contracts for a total of 31 marine load-
ing arms for LNG applications, includ-
ing 20-inch-diameter arms for the UK to

unload the large new LNG carriers.
We were also the recipient of a new
contract for the first Gravity-Based
Structure (GBS) installation in the
world of an offshore LNG offload-
ing terminal in Italy. This will be
the first offshore system for LNG,
which incorporates our patented
technology that allows our system
to connect to and disconnect from
carriers in high-relative-motion
applications.  

Opposite page, left: FMC Technologies

fluid control equipment undergoes

extensive testing at the Company’s

Louisiana service base.  

Above: FMC Technologies supplies fluid loading

and transfer systems for handling a 

complete range of fluids at ambient, 

elevated and cryogenic temperatures.
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FMC Technologies FoodTech 
segment develops, manufactures and
services food processing and handling 
systems for the global food and bever-
age processing industry in more than
100 countries. Our equipment processes
more than 70 percent of the world’s 
citrus juice, freezes more than half of
the world’s frozen foods and sterilizes
more than 50 percent of the world’s
shelf-stable canned foods.

FMC Technologies FoodTech 
segment reported a year of solid
progress despite a series of hurricanes
that devastated the Florida citrus crop
and reduced volumes for tomato pro-
cessing equipment. Lower sales of toma-
to and citrus processing equipment
were partially offset by strong North
American sales for sterilization, freezing
and cooking equipment, resulting in
revenues of $539 million, approximately
3 percent above 2004 and about 17 per-
cent of FMC Technologies’ total sales.
Operating profit of $37.9 million was
up slightly from the $36.8 million
reported in 2004 despite the impact on
the citrus business from the Florida 
hurricanes. This decline was offset by
volume and margin improvements in
North American poultry markets.  

Inbound orders of $527 million
were down 4 percent from $551 million
for the prior year, and backlog of 
$130 million is down 9 percent 
primarily due to lower orders for 
tomato processing equipment as a
result of lower industry capital 
spending.        

A legacy of innovation
FoodTech’s legacy of innovation

and commitment to continually improv-
ing its products and services has made
it a leading supplier of equipment and
solutions for the food processing indus-
try. During the more than 100 years that
FMC has been a leading provider of
solutions to food industry customers,
we have developed a broad range of
new products as well as hundreds of
innovations that streamline operational
procedures and increase functionality
and efficiency.   

During 2005, we introduced several
new or improved products that
advanced food quality and safety and
lowered costs. The D-Scan™ Product
Attribute Processor is designed to help
poultry processors and other high-vol-
ume industries monitor product geome-
try and shape requirements. D-Scan can
also identify defective products early in
the production line so they can be
removed and directed to their best use,
saving processors thousands of dollars
annually. D-Scan follows the successful
introduction in 2004 of the DSI
Accura™ Portioning System, a waterjet
portioning system for poultry and meat
products, and the new SuperShape™
software, which enables portion control
by shape and weight. We also intro-
duced the ProMix™ automatic batter
mixer, which can mix up to 3,000
pounds of batter per hour, the highest
capacity of any mixer on the market
today.   

We expanded our market position
in the freezing equipment business
with a new application for our 
ADVANTEC™ line of commercial freez-
ers known as surface or “crust freezing.”
Crust freezing involves freezing only
the outside layer of meat products,
resulting in a better production yield,

improved product quality and longer
shelf life. We also continued to enhance
our GYRoCOMPACT® M Series Spiral
Freezer and Chiller. The
GYRoCOMPACT is the world’s best-
selling spiral freezer, with more than
2500 installations and 200 improve-
ments and enhancements since its
launch.

FoodTech recognizes the food safe-
ty challenges faced by the food process-
ing industry and is committed to devel-
oping new solutions to prevent food-
borne contamination caused by bacte-
ria. In response to concerns about food
safety within the almond industry, we
have developed the JSP-I Jet Stream®

Almond Surface Pasteurization System,
which ensures a safe product without
altering the natural flavor and texture
of the almond.  

We are well positioned to supply
the systems required for sterilizing a
wide range of containers for food prod-
ucts. FoodTech developed the retort
technology for Tetra Pak that processes
carton packages at an economically
attractive cost per unit while maintain-
ing package and product quality. This
technology is now being used by
numerous leading food processors
around the world, including Hormel for
packaging of their chili products.

Our new SuperAgi™ agitating
batch retort equipment introduced inno-
vations to water immersion technology
that eliminate obstructions between
process water and food packages during
processing, allowing better temperature
distribution and reduced cycle time.
FoodTech has also developed other new
packaging technologies, including the
TwinTec two-in-one filling/closing tech-
nology, specifically designed to meet
canning industry requirements for inte-
grated flexible systems.  

FMC Technologies Inc. Our Businesses

FoodTech

Photo left: Advances in frozen foods for

the ADVANTEC™ line of commercial 

freezers are tested at FMC FoodTech’s

research facilities in Sandusky, Ohio.  
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FMC Technologies Airport Systems
segment designs, manufactures and
services passenger boarding bridges,
cargo loaders and other ground support
products for commercial airlines, air-
freight transporters, ground handling
companies, airports and the U.S. Air
Force.  

The Airport Systems segment ben-
efited during 2005 from its growing air-
port service business and stronger sales
of ground support equipment to freight
carriers and international airlines. 
This helped to offset the impact of
lower sales to the financially troubled
U.S. commercial airline industry and the
anticipated decline in orders for the
Halvorsen loader from the U.S. Air
Force contract.   

For the year, revenue was $327 mil-
lion, up 17 percent. Operating profit of
$23.8 million was up 49 percent from
the prior year, and operating margins
improved across all of Airport Systems’
businesses.  

Inbound orders were $301 million,
up 12 percent from 2004 on stronger
orders for ground support equipment.
Backlog of $94 million is down 22 per-
cent from 2004 primarily due to lower
Halvorsen backlog and to lower ground
support equipment backlog due to the
RampSnake® deliveries in 2005. 

Airport Systems’ results were also
favorably impacted by a $2.7 million
gain on the sale of excess land.

Changing industry
Since 2001, the Airport Systems’

business has been impacted by a num-
ber of challenges, including the impact
of 9/11, the SARS epidemic in Asia, the
war in Iraq and rising fuel costs. As a
result, we have been required to adapt
to major shifts in our business and our
customer base.  

Today, roughly 70 percent of our
ground support equipment is delivered
outside the U.S. versus about 50 per-
cent two years ago. In addition, the
financial pressure on U.S. airlines to
outsource means that many of our cus-
tomers are now third-party service
companies rather than commercial air-
lines. As a result, our top customers are
now air freight transporters, interna-
tional airlines, ground handling compa-
nies, municipalities and the U.S. Air
Force.  

We have also seen a shift in our
domestic customer base for Jetway®

passenger boarding bridges from air-
lines to municipalities as airlines have
moved away from using gates reserved
for only one airline to common-use
gates. Additionally, much of the growth
in our Jetway® product line is expected
to come from overseas markets, includ-
ing Asia, China, Russia and the Middle
East. We have responded by reducing
costs to better compete internationally.
The net result is a portfolio of products
that are higher in reliability and cus-
tomer value and, on average, less costly
to manufacture. Among the successes
is the new simplified Jetway® Global
Bridge design, which costs less, weighs
less, is easy to customize and can be
manufactured and assembled in any
world market.   

In addition to supplying airport
equipment, FMC Technologies also pro-
vides value-added airport technical
services that offer the customer central-
ized management for airport facilities,
gate systems, baggage handling sys-
tems and equipment maintenance.
Over the past several years, we have
added new airport service contracts in
Dallas, Boston, Houston, Jacksonville,
Los Angeles and Philadelphia.

Continuing product
development

Airport Systems’ products are in
operation in more than 70 countries
worldwide, and today, we are develop-
ing new products to serve the full range
of commercial passenger and freight
aircraft. Several of these products are
being designed to service the Airbus
A380, the new 555-passenger, double-
decker aircraft, which is expected to
enter commercial service in 2006.  

FMC Technologies has developed
and installed the first boarding bridge
capable of handling the new A380. The
new bridge was installed in Melbourne
and Sydney, Australia, in October 2005,
in time to successfully dock with the
inaugural flight to key cities in the
Pacific region. Similar Jetway® bridges
are scheduled to be installed in
Vancouver, British Columbia, and
Johannesburg, South Africa. In addition,
we have developed the new
Commander xr cargo loader, a new
deicer and a new towbarless tractor to
service the A380 family of airplanes.  

We improved our service capability
for the growing narrow-body aircraft
market with the addition of the
RampSnake® automated baggage loader
in 2004. First deliveries were made to
customers during 2005, including
Scandinavian Airlines, Flightcare,
Jetaviation, Air Europa and Stockholm’s
Skavsta Airport.   

Since 2000, we have supplied the
U.S. Air Force and foreign militaries
with 356 Halvorsen Loaders. With the
bulk of our Air Force contract fulfilled,
the number of loaders delivered in 2005
was 38. We are actively pursuing expan-
sion of the market for the loader
beyond the military to international 
customers.  

Airport Systems
FMC Technologies Inc. Our Businesses

Photo left: FMC Technologies value-added

airport services for Continental Airlines

include customer-centralized 

management for airport facilities, 

gate systems, baggage handling systems

and equipment maintenance.
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Glossary of Terms

Balance Sheet – a financial statement
showing the nature and amount of a
company’s assets, liabilities and stock-
holders’ equity at a reporting date.

CALM (Catenary Anchor Leg Mooring)
Buoy – a flexible marine export termi-
nal system that utilizes a fixed, floating
buoy anchored to the seabed. The sys-
tem enables fluids to be transferred
between a moored tanker and either
onshore or offshore facilities.

Capital Employed – a business seg-
ment’s assets, net of liabilities, exclud-
ing debt, pension, income taxes and
LIFO reserves.

Cash Equivalents – highly liquid invest-
ments with original maturities of three
months or less. 

Cell Spar – similar in principle to other
Spars, the cell Spar configuration fea-
tures a deck supported by a long, buoy-
ant cylindrical tank hull section moored
to the seabed. The major difference lies
in the design of the cylindrical section:
instead of a long, single hard tank, or
hard tank and truss section as in the
truss spar, the cell spar’s hard body is
made up of several smaller, identically
sized cylinders wrapped around a cen-
ter cylinder of the same dimensions.

Christmas Tree – an assembly of control
valves, gauges and chokes that control
oil and gas flow in a completed well.
Christmas trees installed on the ocean
floor are referred to as subsea, or “wet,”
trees. Christmas trees installed on land
or platforms are referred to as “dry”
trees.

Commercial Paper – an unsecured obli-
gation issued by a corporation or bank
to finance its short-term credit needs,
with maturities ranging from one day to
270 days.

Custody Transfer – in metering, refers
to a measurement device used in calcu-
lating payment for product. 

Deepwater – generally defined as opera-
tions in water depths of 1,500 feet or
greater.

Depreciation – a noncash expense repre-
senting the amortization of the cost of
fixed assets, such as plant and equip-
ment, over the assets’ estimated useful
lives.

Development Well – a well drilled in a
proven field to complete a pattern of
production.

Dynamic Positioning – systems that use
computer-controlled directional pro-
pellers to keep a drilling or production
vessel (such as a semisubmersible) sta-
tionary relative to the seabed, compen-
sating for wind, wave or current.

Earnings Per Share – net income divid-
ed by the weighted-average number of
shares outstanding.

Effective Tax Rate – provision for
income taxes as a percentage of earn-
ings before income taxes and account-
ing changes. 

Flow-Control Equipment – mechanical
devices for the purpose of directing,
managing and controlling the flow of
produced or injected fluids.

FPSO (Floating Production, Storage and
Offloading) System – a system con-
tained on a large, tanker-type vessel and
moored to the seafloor. An FPSO is
designed to process and stow produc-
tion from nearby subsea wells and to
periodically offload the stored oil to a
smaller shuttle tanker, which transports
the oil to onshore facilities for further
processing.

FSO (Floating Storage and Offloading)
System – essentially the same as an
FPSO without the production facilities.

Goodwill – the excess of the price paid
for a business acquisition over the fair
value of net assets acquired. 

HP/HT (High Pressure/High
Temperature) – refers to deepwater
environments producing pressures as
great as 15,000 pounds per square inch
(psi) and temperatures as high as 350
degrees Fahrenheit (˚F).

Inbound Orders – the estimated sales
value of confirmed customer orders
received for products and services dur-
ing a specified period.

Intervention System – a system used
for deployment and retrieval of equip-
ment such as subsea control modules,
flow-control modules and pressure caps;
also used to perform pull-in and connec-
tion of umbilicals and flowlines and to
enable diagnostic and well-manipula-
tion operations.

Jumpers – connections for various sub-
sea equipment, including tie-ins
between trees, manifolds or flowline
skids.

Management’s Discussion and Analysis
– a section of a report in which manage-
ment provides information necessary to
an understanding of a company’s finan-
cial condition, results of operations and
cash flows.

Manifold – a subsea assembly that pro-
vides an interface between the produc-
tion pipeline and flowline and the well.
The manifold performs several func-
tions, including collecting produced flu-
ids from individual subsea wells, dis-
tributing the electrical and hydraulic
systems and providing support for
other subsea structures and equipment.
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Operating Profit – a business segment’s
revenue, less its operating expenses,
excluding corporate staff expenses, net
interest expense, income taxes and cer-
tain other expenses.

Order Backlog – the estimated sales
value of unfilled, confirmed customer
orders for products and services at a
specified date.

Risers – the physical link between the
seabed and the topside of offshore
installations, for production, gas lift or
water injection purposes. Risers can be
either rigid or flexible and are critical
components of these types of 
installations.

Sale-Leaseback – sale of an asset for
cash with an agreement to lease it back
from the purchaser.  

SALM (Single-Anchor-Legged Mooring)
System – a mooring system utilizing a
single anchor base and single riser,
designed to operate as an unmanned
marine terminal.

Semisubmersible Rig – a mobile off-
shore drilling or production unit that
floats on the water’s surface above the
subsea wellhead and is held in position
either by anchors or dynamic position-
ing. The semisubmersible rig gets its
name from pontoons at its base that are
empty while being towed to the drilling
location and are partially filled with
water to steady the rig over the well.

SPM (Single-Point Mooring) System – 
a mooring system that allows a tanker
to weathervane around a mooring point.

Spar Platform – named for logs used as
buoys in shipping and moored in place
vertically, Spar production platforms
have been developed as an alternative
to conventional platforms. A Spar plat-
form consists of a large-diameter, single
vertical cylinder supporting a deck. 

Statement of Cash Flow – a financial
statement that specifies the net cash a
company pays or receives during a peri-
od.

Statement of Income – a financial state-
ment summarizing the company’s rev-
enues and expenses for a specific 
period.

Subsea System – ranges from single or
multiple subsea wells producing to a
nearby platform, floating production
system or TLP to multiple wells produc-
ing through a manifold and pipeline
system to a distant production facility.

Subsea Tree – a “Christmas tree”
installed on the ocean floor. Also called
a “wet tree.”

TLP (Tension-Leg Platform) – an off-
shore drilling platform attached to the
seafloor with tensioned steel tubes. The
buoyancy of the platform applies ten-
sion to the tubes.

Topside – refers to the oil production
facilities above the water, usually on a
platform or production vessel, as
opposed to subsea production facilities.
Also refers to the above-water location
of certain subsea system components,
such as some control systems.

Truss Spar Platform – this modified ver-
sion of the floating production Spar fea-
tures an open truss in the lower hull,
which reduces weight significantly and
lowers overall cost.

Ultra-deepwater – usually refers to oper-
ations in water depths of 5,000 feet or
greater.

Umbilicals – connections between top-
side equipment and subsea equipment.
The number and type of umbilicals vary
according to field requirements, and
umbilicals may carry the service lines,
hydraulic tubes and electric cables
and/or fiber-optic lines. 

Wellhead – the surface termination of a
wellbore that incorporates facilities for
installing casing hangers during the
well construction phase. The wellhead
also incorporates a means of hanging
the production tubing and installing the
Christmas tree and surface flow-control
facilities in preparation for the produc-
tion phase of the well.
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Board of Directors
Joseph H. Netherland

Chairman and Chief Executive Officer, 
FMC Technologies, Inc.

Joseph H. Netherland was elected
Chairman, President and Chief Executive
Officer and a director of FMC
Technologies in 2001 and remained
Chairman and Chief Executive Officer
after naming Peter Kinnear President and
Chief Operating Officer in February
2006. He previously served as President
and a director of FMC Corporation from
June 1999 after serving as Executive Vice
President of FMC Corporation beginning
in 1998. He was the General Manager of
FMC Corporation’s Energy and
Transportation Group from 1992 to
2001. Mr. Netherland became General
Manager of FMC Corporation’s former
Petroleum Equipment Group and General
Manager of its former Specialized
Machinery Group in 1985 and 1989,
respectively. He serves on the Boards of
Directors of the American Petroleum
Institute (API), the Petroleum Equipment
Suppliers Association, Newfield
Exploration Company and the National
Association of Manufacturers. Mr.
Netherland also is a member of the
Advisory Board of the Department of
Engineering at Texas A&M University.

Edward J. Mooney 1

Retired Délégué Général-North America,
Suez Lyonnaise des Eaux

Edward J. Mooney served as Délégué
Général-North America, Suez Lyonnaise
des Eaux from March 2000 until his
retirement in March 2001. From 1994 to
2001, he was Chairman and Chief
Executive Officer of Nalco Chemical
Company. Mr. Mooney serves on the
Boards of Directors of FMC Corporation,
The Northern Trust Company and Cabot
Microelectronics Corporation. 

Mike R. Bowlin 2, 3

Retired Chairman, Atlantic Richfield
Company

Mike R. Bowlin served as Chairman of
Atlantic Richfield Company from 1995
until his retirement in April 2000. In
addition, he held the position of Chief
Executive Officer from July 1994 until
April 2000. From 1992 until his election
to Chief Executive Officer of ARCO in
1994, Mr. Bowlin served as Executive
Vice President and then as President and
Chief Operating Officer of ARCO. Mr.
Bowlin joined ARCO in 1969 and became
President of ARCO Coal Company in
1985. He served as ARCO International
Oil and Gas Company’s Senior Vice
President from 1987 to 1992 and
President from 1992 to 1993. Mr. Bowlin
serves on the Board of Directors of
Edwards Lifesciences Corporation and
Horizon Health Company. He is a Trustee
of the Los Angeles World Affairs Council
and a former Chairman of 
the Board of API. 

Thomas M. Hamilton 1,2

Retired Chairman, President and Chief
Executive Officer, EEX Corporation

Thomas M. Hamilton served as the
Chairman, President and Chief Executive
Officer of EEX Corporation from January
1997 until his retirement in November
2002. From 1992 to 1997, he served as
Executive Vice President of Pennzoil
Company and as President of Pennzoil
Exploration and Production Company.
Mr. Hamilton was a director of BP
Exploration, where he served as Chief
Executive Officer of the Frontier and
International Operating Company of BP
Exploration from 1989 to 1991 and as
the General Manager for East Asia/
Australia/Latin America from 1988 to
1989. From 1985 to 1988, Mr. Hamilton
held the position of Senior Vice
President of Exploration at Standard Oil
Company, prior to its being merged into
BP. Mr. Hamilton serves on the Board of
Directors of TODCO and Western Gas
Resources, Inc.

Asbjørn Larsen 1,3

Retired President and Chief Executive
Officer, Saga Petroleum ASA

Asbjørn Larsen served as President and
Chief Executive Officer of Saga
Petroleum ASA from January 1979 until
his retirement in May 1998. He served as
President of Sagapart a.s. (limited) in
1973 and from 1976 as Vice President
(Economy and Finance) of Saga
Petroleum. From 1966 to 1973, Mr.
Larsen was a manager of the Norwegian
Shipowners’ Association. He is currently
Chairman of the Board of Belships ASA
and Vice Chairman of the Board of Saga
Fjordbase AS. Mr. Larsen is also is a
member of the Board of Selvaag
Gruppen AS and of the Board of the
Danish Oil and Natural Gas Company –
DONG AS (Copenhagen).Joseph H. Netherland
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Maury Devine 1,3

Vice Chairman of the Board of 
Directors of Det Norske Veritas

Ms. Devine is Vice Chairman of the
Board of Directors of Det Norske Veritas
(DNV), headquartered in Oslo, Norway. 

Ms. Devine’s prior energy industry expe-
rience includes serving 12 years in execu-
tive positions at ExxonMobil, including
serving as President and Managing
Director of ExxonMobil Norway, Inc.
from 1996 to 2000 and Secretary of
Mobil Corporation from 1994 to 1996.
Prior to joining ExxonMobil, she served
15 years in the U.S. government in posi-
tions at the White House, the American
Embassy in Paris and the U.S.
Department of Justice. Ms. Devine is cur-
rently a member of the Council of
Foreign Relations.

In addition to the DNV Board, Ms.
Devine serves on the Board of Directors
of Independence Air, (FLYI, Inc.), the
Washington Jesuit Academy and the
National Foreign Language Center. 
She also served as a Fellow at Harvard
University’s Belfer Center for Science
and International Affairs from 2000 
to 2003. 

James M. Ringler 1,2

Retired Vice Chairman, Illinois Tool
Works, Inc.

James M. Ringler is Chairman of the
Board of Directors of NCR Corporation.
He served as Vice Chairman of Illinois
Tool Works Inc. until his retirement in
2004. Prior to joining Illinois Tool Works,
he was Chairman, President and Chief
Executive Officer of Premark
International, Inc. from October 1997 until
Premark merged with Illinois Tool Works
in November 1999. Mr. Ringler joined
Premark in 1990 and served as Executive
Vice President and Chief Operating
Officer until 1996. From 1986 to 1990,
he was President of White Consolidated
Industries’ Major Appliance Group, and
from 1982 to 1986, he was President and
Chief Operating Officer of The Tappan
Company. Prior to joining The Tappan
Company in 1976, Mr. Ringler was a con-
sulting manager with Arthur Andersen &
Co. He serves on the Board of Directors
of the Dow Chemical Company; Corn
Products International, Inc.; and Autoliv
Inc. 

Richard A. Pattarozzi 2, 3

Retired Vice President, Shell Oil
Company 

Richard A. Pattarozzi served as Vice
President of Shell Oil Company from
March 1999 until his retirement in
January 2000. He previously served as
President and Chief Executive Officer for
both Shell Deepwater Development, Inc.
and Shell Deepwater Production, Inc.
from 1995 until 1999. Mr. Pattarozzi
serves on the Boards of Directors of
Global Industries, Ltd.; Stone Energy,
Inc.; Transocean Inc.; Tidewater, Inc.;
and Superior Energy Services, Inc.

James R. Thompson 2, 3

Former Governor of Illinois; Chairman,
Chairman of the Executive Committee
and Partner, Law Firm of Winston &
Strawn

James R. Thompson has served as
Chairman of the Chicago law firm of
Winston & Strawn since January 1993.
He joined the firm in January 1991 after
serving four terms as Governor of the
State of Illinois. Prior to his terms as
Governor, he served as U.S. Attorney for
the Northern District of Illinois 
1971-1975. Governor Thompson served
as the Chief of the Department of Law
Enforcement and Public Protection in the
Office of the Attorney General of Illinois,
as an Associate Professor at
Northwestern University School of Law
and as an Assistant State’s Attorney of
Cook County. Governor Thompson was a
member of the National Commission on
Terrorist Attacks Upon the United States
(also known as the 9/11 Commission). He
is the Chairman of the United HEREIU
Public Review Board and serves on the
Boards of Directors of FMC Corporation;
Navigant Consulting Group, Inc., and
Maximus, Inc.

Maury Devine James M. Ringler Richard A. Pattarozzi James R. Thompson

1  Audit  Committee ,      2   Compensat ion Committee ,     3   Nominat ing & Governance Committee
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Management’s Discussion & Analysis
of Financial Condition & Results of Operations

Cautionary Note Regarding Forward-Looking Statements

Statement under the safe harbor provisions of the Private Securities Litigation Reform Act of 1995: FMC Technologies, Inc. and its
representatives may from time to time make written or oral statements that are “forward-looking” and provide information that is not
historical in nature, including statements that are or will be contained in this report, the notes to our consolidated financial
statements, our other filings with the Securities and Exchange Commission, our press releases and conference call presentations and
our other communications to our stockholders. These statements involve known and unknown risks, uncertainties and other factors
that may be outside of our control and may cause actual results to differ materially from any results, levels of activity, performance or
achievements expressed or implied by any forward-looking statement. These factors include, among other things, those described
under Risk Factors in Item 1A of the Company’s Annual Report on Form 10-K.

In some cases, forward-looking statements can be identified by such words or phrases as “will likely result,” “is confident that,” “expects,”
“should,” “could,” “may,” “will continue to,” “believes,” “anticipates,” “predicts,” “forecasts,” “estimates,” “projects,” “potential,” “intends” or
similar expressions identifying “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995,
including the negative of those words and phrases. Such forward-looking statements are based on our current views and assumptions
regarding future events, future business conditions and our outlook based on currently available information. We wish to caution you not
to place undue reliance on any such forward-looking statements, which speak only as of the date made and involve judgments.

Background

FMC Technologies, Inc. was incorporated in Delaware on November 13, 2000 and was a wholly owned subsidiary of FMC Corporation
until its initial public offering on June 14, 2001 when the Company sold 17.0% of its common stock to the public.

On December 31, 2001, FMC Corporation distributed its remaining 83.0% of FMC Technologies’ common stock to FMC Corporation’s
shareholders in the form of a dividend.

Executive Overview

We design, manufacture and service sophisticated machinery and systems for customers in the energy, food processing and air transportation
industries. We have manufacturing operations in 17 countries and are strategically located to facilitate delivery of our products and services to
our customers. We operate Energy Systems (comprising Energy Production Systems and Energy Processing Systems), FoodTech and Airport
Systems business segments. Our business segments serve diverse industries with a wide customer base. We focus on economic and industry-
specific drivers and key risk factors affecting each of our business segments as we formulate our strategic plans and make decisions related to
allocating capital and human resources. The following discussion provides examples of the kinds of economic and industry factors and key
risks that we consider.

The results of our Energy Systems businesses are primarily driven by changes in exploration and production spending by oil and gas
companies, which in part depend upon current and anticipated future crude oil and natural gas prices and production volumes.
Fluctuations in raw material prices, such as the increase in steel prices in recent years, affect product costs in many of our Energy
Systems business units. However, in most of these business units, we have been able to pass on steel cost increases to our cus-
tomers. Our Energy Production Systems business is affected by trends in land and offshore oil and gas production, including shallow
and deepwater output. Additionally, given the substantial capital investments required from our customers to complete an offshore
project, our customers’ overall profitability influences our results. Our Energy Processing Systems business results reflect spending
by oilfield service companies and engineering construction companies for equipment and systems that facilitate the measurement
and transportation of crude oil and natural gas. The level of production activity worldwide influences spending decisions, and we use
rig count as one indicator of demand.

Our FoodTech business results reflect the level of capital investment being made by our food processing customers. The level of capital
spending also is influenced by changing consumer preferences, public perception of food safety, conditions in the agricultural sector that
affect commodity prices, and by our customers’ overall profitability. FoodTech revenues include variable rentals from equipment leases,
such as citrus extractors. The hurricanes in Florida in the last few years have devastated citrus crops in that region, which has adversely
affected our variable rentals from extractor leases. FoodTech volumes also may fluctuate as a result of consolidation of customers in the
commercial food processing industry.

The results of our Airport Systems business are highly dependent upon the profitability of our customers in the airline and air cargo mar-
kets. Their profitability is affected by fluctuations in passenger and freight traffic and the volatility of operating expenses, including the
impact of costs related to labor, fuel and airline security. In addition, results in our Airport Systems business are influenced by the level
of purchases by the U.S. Air Force, which depend upon governmental funding approvals. Similar to Energy Production Systems, rising
steel prices have increased costs in Airport Systems, especially in our Jetway® business. Changes in significant raw material prices, such
as steel, will continue to impact our Airport Systems results.

We also focus on key risk factors when determining our overall strategy and making decisions for allocating capital. These factors include
risks associated with the global economic outlook, product obsolescence, and the competitive environment. We address these risks in our
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business strategies, which incorporate continuing development of leading edge technologies, cultivating strong customer relationships,
and implementing strategic international expansion.

In 2005, we continued to emphasize technological advancement in all of our segments. In Energy Production Systems, we continued the
development of an all-electric subsea production system, which allows for more efficient production in ultra-deep waters than conventional
systems which rely on hydraulics. Several emerging technologies began the transition from testing to commercial introduction including
subsea processing and separation, Riserless Light Well Intervention (“RLWI”), and Through Tubing Rotary Drilling/Completion (“TRRD”).
The oil and gas industry responded well to Energy Processing Systems’ introduction of a higher capacity pump product line. FoodTech
launched a variety of new products during 2005 designed to advance food quality and safety and lower costs, including products used by
poultry and other food processors and food packagers. Further, we enhanced existing products to meet the changing needs in the food pro-
cessing and handling industries. In 2005, Airport Systems began developing a line of equipment designed to service larger new planes such
as the A-380 aircraft. We are committed to continuing our investments in technological innovations to expand our technology base, develop
new products and increase profitability.

We have developed close working relationships with our customers in all of our business segments. Our Energy Production Systems business
results reflect our ability to build long-term alliances with oil and gas companies that are actively engaged in offshore deepwater development,
and provide solutions to their needs in a timely and cost-effective manner. We have formed similar collaborative relationships with oilfield
service companies in Energy Processing Systems, air cargo companies in Airport Systems and citrus processors in FoodTech. We believe that
by working closely with our customers we enhance our competitive advantage, strengthen our market positions and improve our results.

In all of our segments, we serve customers from around the world. During 2005, 69% of our total sales were to non-U.S. locations. We
evaluate international markets and pursue opportunities that fit our business model. For example, we have targeted opportunities in
West Africa and the Asia Pacific region because of the offshore drilling potential in those regions, and we are positioning ourselves to
compete in the market for Jetway® passenger boarding bridges in Asia, China, Russia and the Middle East.

As we evaluate our operating results, we view our business segments by product line and consider performance indicators like segment
revenues, operating profit and capital employed, in addition to the level of inbound orders and order backlog. A significant and growing
proportion of our revenues are recognized under the percentage of completion method of accounting, while our payments for such
arrangements are generally received according to milestones achieved under stated contract terms. Consequently, the timing of revenue
recognition is not correlated with the timing of customer payments. We may structure our contracts to receive advance payments which
we may use to fund inventory purchases. Working capital (excluding cash) and net debt are therefore key performance indicators of
cash flows.



Year Ended December 31, Change

($ In millions) 2005 2004 2003 2005 vs. 2004 2004 vs. 2003

Revenue $3,226.7 $2,767.7 $2,307.1 $459.0 17% $460.6 20%

Costs and expenses:

Cost of sales 2,673.5 2,265.6 1,845.9 407.9 18 419.7 23

Asset impairment — 6.5 — (6.5) * 6.5 *

Selling, general and administrative expense 369.7 340.4 312.6 29.3 9 27.8 9

Research and development expense 51.5 50.4 45.3 1.1 2 5.1 11

Total costs and expenses 3,094.7 2,662.9 2,203.8 431.8 16 459.1 21

Net gain on disposal of assets 38.3 59.7 2.3 (21.4) (36) 57.4 *

Minority interests (2.5) 1.4 (1.1) (3.9) * 2.5 *

Net interest expense (5.5) (6.9) (8.9) 1.4 (20) 2.0 (22)

Income before income taxes 162.3 159.0 95.6 3.3 2 63.4 66

Provision for income taxes 56.2 42.3 26.7 13.9 33 15.6 58

Net income $ 106.1 $ 116.7 $ 68.9 $ (10.6) (9)% $ 47.8 69%

* Not meaningful

2005 Compared With 2004

Our total revenue for the year ended December 31, 2005 increased compared to the prior year by 17%. While all of our business segments
generated higher revenue in 2005, the increase is primarily due to continued growth in Energy Production Systems, which was up 24%
compared to the prior year. We continue to benefit from the growing demand for the supply of oilfield-related equipment, especially in
subsea systems, used in the major oil and gas producing regions throughout the world. Airport Systems experienced a 17% growth in
annual sales, which resulted from improved ground support equipment and services demand. Of the total increase in sales, $40.9 million
was attributable to the favorable impact of foreign currency translation.

Cost of sales for the year ended December 31, 2005 increased over 2004 both in dollar terms and as a percentage of sales. Cost of sales
totaled 82.9% of sales, up from 81.9% in 2004. The $54.9 million provision for losses on our contract with Sonatrach-TRC, the Algerian
Oil and Gas Company (“Sonatrach”) recorded in 2005, which was $33.5 million higher than the 2004 provision, was the primary driver of
the increase in cost of sales as a percentage of sales. Of the total increase in cost of sales, $41.1 million was attributable to the impact of
foreign currency translation.

Selling, general and administrative expense for the year ended December 31, 2005 increased compared to 2004, but declined as a percentage
of sales from 12.3% in 2004 to 11.5% in 2005. Higher costs in our Energy Production Systems businesses were primarily responsible for the
increase, the result of a higher level of bid and proposal activities and the impact of increased headcount required to support growth in this
business segment. Of the total increase in selling, general and administrative expense, $2.6 million was attributable to the impact of foreign
currency translation.

During the third and fourth quarters of 2005, we sold our investment in common stock of MODEC, Inc. and our interest in the GTL
Microsystems joint venture, which together represented a pre-tax gain of $33.9 million. These gains were less than the $60.4 million gain
on conversion of our investment in MODEC International LLC that we recorded in the fourth quarter of 2004. Our pre-tax income benefited
from the absence of an asset impairment charge in 2005. We recognized a $6.5 million goodwill impairment charge related to our blending
and transfer product line in 2004.

Net interest expense for the year ended December 31, 2005 was lower compared to the prior year, primarily as a result of higher interest
income.

Income tax expense for the year ended December 31, 2005 resulted in an effective income tax rate of 35%, compared to an effective rate of
27% for 2004. The increase in effective tax rate is attributable to $25.5 million in incremental tax expense recorded in 2005 related to
repatriating foreign earnings under the American Jobs Creation Act of 2004 (the “JOBS Act”). This effect was partially offset by lower domestic
taxable earnings as a result of lower investment gains, higher Sonatrach project losses in 2005 and the correction of an immaterial error in
2005 resulting in a reduction in income tax expense of $5.4 million.

2004 Compared With 2003

Our total revenue for the year ended December 31, 2004 increased by 20%, primarily due to continued growth in our Energy Systems’
businesses. In 2004, our technological capabilities enabled us to continue to benefit from the growing demand for the supply of equipment
used in the major oil and gas producing regions throughout the world. To a lesser extent, the increase in 2004 revenue also reflected higher
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Consolidated Results Of Operations
Years Ended December 31, 2005,

2004 and 2003
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revenue in the Airport Systems business segment. Of the total increase in sales, $88.7 million was attributable to the favorable impact of
foreign currency translation.

Cost of sales for the year ended December 31, 2004 increased 23% compared with 2003. Cost of sales totaled 81.9% of sales, up from
80.0% in 2003. The increase in cost of sales resulted primarily from higher sales volumes during 2004. The impact of foreign currency
translation and a provision for anticipated losses on our contract with Sonatrach were responsible for $75.6 million and $21.4 million of
the increase, respectively, in cost of sales. These increases in cost were partially offset by the positive impact of cost saving measures and
a more favorable product mix in 2004.

Selling, general and administrative expense for the year ended December 31, 2004 increased 9% compared to the prior year. Unfavorable
changes in foreign currency translation represented $9.3 million of the increase. The remaining increase reflected higher employee related
costs associated with business expansion, especially in our Energy Production Systems business segment. In 2004, selling, general and
administrative expenses were 12.3% of sales, down from 13.5% of sales in 2003.

Pre-tax income in 2004 increased primarily as a result of a $60.4 million gain ($36.1 million after tax) on the conversion of our investment
in MODEC International LLC, and the positive impact of higher sales volumes. In addition, 2004 net income reflected the benefit of tax
adjustments of $11.9 million resulting from a favorable judgment in a tax dispute and the resolution of foreign tax audits in the fourth
quarter of 2004. These increases were partially offset by a loss provision in Energy Production Systems of $21.4 million ($13.1 million
after tax) on the Sonatrach project, mainly due to the effect of severe weather conditions. In Energy Processing Systems, a $6.5 million
impairment charge ($6.1 million after tax) was required to write off goodwill associated with the blending and transfer product line.
Lower operating profit from FoodTech also contributed to the unfavorable comparison.

The 2004 gain on conversion of our investment in MODEC International LLC was associated with our decision to exchange our 37.5%
interest in MODEC International LLC for cash and shares of common stock of MODEC, Inc. MODEC International LLC was a joint venture
investment between FMC Technologies and a subsidiary of MODEC, Inc. The joint venture agreement gave us the right to convert our
ownership beginning in 2004. MODEC International LLC was part of the Energy Production Systems business segment. The gain on con-
version of our interest in the joint venture is not included in our measure of segment operating profit.

When compared with the prior year, net interest expense decreased in 2004, primarily attributable to lower average debt levels.

Income tax expense for the year ended December 31, 2004 resulted in an effective tax rate of 27%. An effective tax rate of 28% was
realized in 2003. In 2004, we realized tax benefits related to the settlement of a tax dispute with FMC Corporation and the closure of
several tax audits. The differences between the effective tax rates for these years and the statutory U.S. federal income tax rate relate
primarily to differing foreign tax rates, taxes on intercompany dividends and deemed dividends for tax purposes, the settlement of the
tax dispute and audits, and non-deductible expenses.

Outlook for 2006

We are anticipating continued growth in our earnings per share in 2006. We expect 2006 growth to be driven by our Energy Systems
businesses. The section entitled “Operating Results of Business Segments” provides further discussion of our 2006 outlook. We currently
estimate that our full year diluted earnings per share will be within the range of $2.20 to $2.40.

Operating Results of Business Segments

Segment operating profit is defined as total segment revenue less segment operating expenses. The following items have been excluded
in computing segment operating profit: corporate staff expense, interest income and expense associated with corporate debt facilities and
investments, income taxes and other expense, net.



The following table summarizes our operating results for the years ended December 31, 2005, 2004 and 2003:

Year Ended December 31, Favorable/(Unfavorable)

($ In millions) 2005 2004 2003 2005 vs. 2004 2004 vs. 2003

Revenue

Energy Production Systems $1,850.2 $1,487.8 $1,136.2 $362.4 24% $351.6 31%

Energy Processing Systems 521.8 493.3 431.7 28.5 6 61.6 14

Intercompany eliminations (3.0) (10.7) (2.8) 7.7 * (7.9) *

Subtotal Energy Systems 2,369.0 1,970.4 1,565.1 398.6 20 405.3 26

FoodTech 539.2 525.8 524.7 13.4 3 1.1 0

Airport Systems 327.3 279.8 224.1 47.5 17 55.7 25

Intercompany eliminations (8.8) (8.3) (6.8) (0.5) * (1.5) *

Total revenue $3,226.7 $2,767.7 $2,307.1 $459.0 17% $460.6 20%

Net income

Segment operating profit

Energy Production Systems $ 75.3 $ 71.1 $ 66.0 $ 4.2 6% $5.1 8%

Energy Processing Systems (1) 54.1 27.4 30.3 26.7 97 (2.9) (10)

Subtotal Energy Systems 129.4 98.5 96.3 30.9 31 2.2 2

FoodTech 37.9 36.8 44.0 1.1 3 (7.2) (16)

Airport Systems 23.8 16.0 12.4 7.8 49 3.6 29

Total segment operating profit 191.1 151.3 152.7 39.8 26 (1.4) (1)

Corporate items:

Gain on sale of investments 33.9 60.4 — (26.5) (44) 60.4 *

Corporate expense (30.0) (28.3) (24.3) (1.7) (6) (4.0) (16)

Other expense, net (27.2) (17.5) (23.9) (9.7) (55) 6.4 27

Net interest expense (5.5) (6.9) (8.9) 1.4 20 2.0 22

Total corporate items (28.8) 7.7 (57.1) (36.5) (474) 64.8 113

Income before income taxes 162.3 159.0 95.6 3.3 2 63.4 66

Provision for income taxes (56.2) (42.3) (26.7) (13.9) (33) (15.6) (58)

Net income $ 106.1 $ 116.7 $ 68.9 $ (10.6) (9)% $ 47.8 69%

(1) Energy Processing Systems operating profit in 2004 included a goodwill impairment charge of $6.5 million.

* Not meaningful

Energy Production Systems

2005 Compared With 2004

Energy Production Systems’ revenue was higher in 2005 compared to 2004. Segment revenue is affected by trends in land and offshore
oil and gas exploration and production, including shallow and deepwater development. Favorable shifts in these factors have contributed
to higher revenue from sales of subsea systems and surface products. Revenue from sales of subsea systems of $1.4 billion in 2005 grew
by $394.1 million, or 39%, from $1.0 billion in 2004. Approximately $47.3 million of the increase in subsea revenue was attributable to
favorable foreign currency translation. Subsea volumes increased primarily as a result of progress on new and ongoing projects located
offshore West Africa, Brazil and the North Sea. We experienced a reduction in sales of floating production systems, primarily relating to
progress on the Sonatrach project, which had sales of $48.0 million and $148.6 million in 2005 and 2004, respectively. The remainder of
the increase in revenue reflects higher demand for surface products primarily due to favorable market conditions for land-based drilling.

Energy Production Systems generated an operating profit of $75.3 million in 2005, which represented an increase of $4.2 million
compared to 2004. Our earnings were significantly impacted in both years by losses on the Sonatrach contract. Segment operating profit
for Energy Production Systems included the following related to the Sonatrach project:

49

FMC Technologies Inc. Annual Report 2005



50

FMC Technologies Inc. Annual Report 2005

Year ended

December 31,

(In millions) Favorable

2005 2004 (unfavorable)

Revenue $ 48.0 $ 148.6 $ (100.6)

Costs incurred (102.9) (170.0) 67.1

Losses from Sonatrach contract $ (54.9) $ (21.4) $ (33.5)

The Sonatrach contract involves the supply and installation of offshore oil loading systems at three locations. During 2004, we recognized
a $21.4 million provision for losses due to an increase in the estimate of our total project costs. During 2005, we increased our estimate
of costs to complete the contract by $54.9 million due to customer caused delays resulting in extended testing and higher installation and
project management costs. Subsequent to December 31, 2005 we completed final testing of the installed equipment and received
customer acceptance under the contract.

Excluding the Sonatrach loss, operating profit increased $37.7 million during 2005. Higher sales volumes contributed $76.9 million in
incremental profit. A decrease in profit margins as a result of an unfavorable change in the project and geographic mix lowered earnings
by $17.5 million. Our projects in certain locations, particularly West Africa, have increased demands for local content, and the contractual
requirements for sourcing limit our abilities to bid for supply of certain items. We incurred $13.0 million in incremental selling, general
and administrative expenses in 2005 primarily reflective of higher business activity levels. The impact of foreign currency translation on
the segment operating profit was minimal as the favorable effect on revenue was offset by similar increases in expenses.

2004 Compared With 2003

Energy Production Systems’ revenue was higher in 2004 than in the same period in 2003, with growth in subsea systems, floating
production systems and, to a lesser extent, the surface business. Revenue from sales of subsea systems of $1.0 billion in 2004 increased
$198 million, or 24%, from $817 million in 2003, of which $148 million related to higher volumes and $50 million to the favorable
impact of foreign currency translation. Subsea volumes increased primarily as a result of new and ongoing projects located offshore
Brazil, the North Sea, Asia Pacific and offshore West Africa, partially offset by a reduction in projects in the Gulf of Mexico. Floating
production systems’ revenues grew by $122 million over the same period in the prior year. This was primarily attributable to higher
revenue associated with the Sonatrach project, which increased $95 million to a total of $148.6 million in 2004.

Energy Production Systems’ 2004 operating profit increased compared with 2003, with higher volumes and favorable margins in our subsea
and surface businesses more than offsetting the impact of higher selling, general and administrative expense and period costs related to the
Sonatrach project. Operating profit from subsea systems grew 46% from 2003 as a result of higher sales volumes and improved margins.
The increase in subsea systems was offset by a decline in operating profit at our floating production systems business compared to 2003,
which was primarily the result of $21.4 million in pre-tax provisions recorded for losses on the Sonatrach project. To a lesser extent, Energy
Production Systems’ operating profit increased as a result of higher sales volumes and margins in the surface business. Selling, general and
administrative expense were higher in 2004 compared to the prior year, attributable to increased bid and proposal costs and variable selling
expenses, such as commissions.

Outlook for 2006

For 2006, we are expecting another year of growth in operating profit in our Energy Production Systems business. This expectation is
based on our backlog of orders in subsea systems and forecasts of favorable market conditions, including continued high oil and gas
prices and increased rig activity worldwide. Our 2005 results included $54.9 million in losses on the Sonatrach project.

Energy Processing Systems

2005 Compared With 2004

Energy Processing Systems’ revenue was higher in 2005 compared to 2004 primarily as a result of higher demand for WECO®/Chiksan®

equipment, which is sold primarily to service companies. Approximately 20% of the increase in revenue is attributable to higher prices for
fluid control products. High oil and gas prices as well as the continuing growth in land-based drilling activity (rig counts) generated the
increase in demand. Volume from other product lines in this segment was approximately in line with 2004 results.

Energy Processing Systems’ operating profit in 2005 increased compared to 2004 primarily as a result of higher volume ($10.1 million), the
absence of asset impairment charges recorded in 2004 ($6.5 million), and more effective execution ($5.0 million). The volume increases
reflect the higher demand for fluid control equipment. In addition, we redirected our focus in the loading systems business to become
more selective in our pursuit of certain marine arm projects. We also re-engineered many internal processes which resulted in improved
execution. Additionally, we restructured certain operations and began outsourcing activities for which we have realized cost efficiencies.
The effect of these efforts was to significantly increase our margins when compared to 2004. The benefit of price increases implemented in
2005 was primarily offset by increased raw material costs.
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2004 Compared With 2003

Energy Processing Systems’ revenue was higher in 2004 compared with 2003, with sales of measurement and material handling equipment
contributing $31 million and $22 million, respectively, to the increase. Strong demand for measurement equipment for pipeline and tank
truck applications was driven by the level of oil and gas prices, while higher sales of material handling equipment resulted primarily from
increased demand for the bulk conveying systems needed for coal fired power generation. In addition, the favorable impact of foreign
currency translation accounted for $12 million of the increase in segment revenue. Fluid control reported slightly higher revenue in 2004,
as a $25 million increase in sales reflecting WECO®/Chiksan® product demand was almost completely offset by a decrease in sales of
production manifold systems, the latter resulting from competitive pressure. The growth in sales of the WECO®/Chiksan® product line
continued to reflect the impact of strong land-based drilling activity in the U.S.

Energy Processing Systems’ operating profit was lower in 2004 compared with 2003, mainly as a result of a fourth quarter goodwill
impairment charge amounting to $6.5 million associated with the blending and transfer product line. Also contributing to lower segment
operating profit was a $3 million decrease in loading systems margins, reflecting competitive pressure and higher operating costs. The
positive impact of higher volumes on profitability in material handling and measurement equipment, which amounted to $4 million and
$3 million, respectively, partially offset the decrease in segment operating profit.

The 2004 goodwill impairment charge of $6.5 million ($6.1 million after tax) eliminated all remaining goodwill associated with the blending
and transfer business. We experienced a lack of inbound orders in the blending and transfer product line for a sustained period of time.
This was due, in part, to the volatility of oil and gas prices, which reduced the willingness of oil companies to invest capital to upgrade
existing blending facilities or to invest in new blending capacity.

Outlook for 2006

In 2006, we expect Energy Processing Systems to deliver overall growth in operating profit over 2005. Increases are expected from fluid
control and loading systems as a result of continued high market demand. Material handling systems should also generate higher profits
due to increased bulk conveying project revenues, driven by increased coal fired power generation.

FoodTech

2005 Compared With 2004

FoodTech’s revenue increased by 3%, or $13 million, in 2005 compared with 2004, with increased volume from domestic customers in
the poultry processing and other food handling industries of approximately $30.8 million, offset primarily by lower volumes in tomato
processing equipment of approximately $15.6 million. Additionally, foreign currency translation decreased our revenue by $3.7 million in
2005 compared to 2004.

Operating profit remained consistent with 2004 results. Sales volume and margin growth in poultry processing and freezing equipment
generated an increase in profits over the prior year. The margin increase is a result of a shift toward higher margin projects and improved
project execution. However, profits declined for both citrus and tomato processing equipment lines as a result of reduced volume
attributable to the effects of an unusually low Florida citrus crop, resulting from the hurricanes in 2004, and low capital investment of the
tomato processing market. Additionally, foreign currency translation decreased profits by $3.3 million in 2005 compared to 2004.

2004 Compared With 2003

FoodTech revenue for 2004 was essentially flat compared with 2003. Higher volumes of freezing, portioning and cooking equipment in
2004 were responsible for an increase of $21 million in revenue, reflecting stronger demand in the North American and Asian markets. In
addition, year over year changes in foreign currency translation resulted in a $19 million increase in revenue. These increases were largely
offset by the $23 million negative impact on revenue resulting from lower volumes of fruit and vegetable processing equipment, primarily
reflecting a 2004 decline in the global market for tomato processing equipment. To a lesser extent, the increase in FoodTech revenue was
also offset by lower volumes of canning and citrus systems and the impact on revenue of the divestiture of our U.S. agricultural harvester
product line in the fourth quarter of 2003.

FoodTech’s operating profit was lower in 2004 compared with 2003, with a decrease of $4 million attributable to lower citrus volumes, and an
additional $4 million decrease resulting from lower volumes of other fruit and vegetable processing equipment. The decline in profitability was
partially offset by a $2 million increase in the freezing, portioning and cooking equipment businesses, primarily attributable to the positive
impact of reduced expenses.

Outlook for 2006

Our FoodTech operating profit is expected to be higher in 2006 as compared to 2005 results. We anticipate a volume increase and
improved profitability in our food processing equipment product lines, primarily sterilization and canning equipment. Additionally, we
expect sustained investment in the poultry processing product lines with continued emphasis on margin improvements.
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Airport Systems

2005 Compared With 2004

Airport Systems’ revenue was higher in the year ended December 31, 2005 compared with the prior year. Segment sales are affected by
the profitability of our customers in the airline and air cargo markets. Almost all of the increase is from increased sales of ground support
equipment to domestic freight carriers, ground handlers and international airlines. Our airport services business provided an incremental
$15.0 million in revenue for 2005, primarily as the result of project work for the Dallas, Houston and Philadelphia airports. Sales of
Halvorsen loaders declined, consistent with our forecast for Halvorsen loader shipments. Deliveries declined from 70 units in 2004 to 38
units in 2005. Sales of Halvorsen loaders fluctuate based on the status of governmental approval of funding and the requirements of the
U.S. Air Force. Sales of Jetway® passenger boarding bridges were flat for the year as softness in the domestic passenger boarding bridge
market during the fourth quarter of 2005 offset the sales improvements experienced in the prior quarters.

Airport Systems’ operating profit in the year ended December 31, 2005 increased compared with the prior year, primarily attributable to
volume increases for ground support equipment and airport services, which generated an incremental $7.0 million in operating profit in
2005. Additionally, Airport Systems benefited from a $2.7 million gain on the sale of excess land adjacent to one of our facilities. The
profit improvement was partially offset by reduced profits for Halvorsen loaders, driven by the decline in sales volume.

2004 Compared With 2003

Airport Systems’ revenue increased in 2004 compared with 2003. Higher revenues from sales of Jetway® passenger boarding bridges and
ground support equipment each represented $26 million of the increase. Stronger sales of Jetway® passenger boarding bridges reflected
increased deliveries to domestic airlines and, to a lesser extent, airport authorities. Ground support equipment revenue increased as a result
of higher sales to ground handlers and cargo handling companies, primarily in North America, and the positive impact of foreign currency
translation of $3 million. Airport Services sales grew by $7 million over the same period in the prior year due to new projects in the Dallas
and Los Angeles airports. These increases were partially offset by the $7 million decrease in Halvorsen loader revenue, as deliveries
decreased from 91 units in 2003 to 70 units in 2004.

Airport Systems’ operating profit in 2004 increased compared with 2003, primarily attributable to the volume increases in Jetway® and
ground support equipment, which contributed to $5 million in incremental operating profit for the year. Reduced volume in Halvorsen
loaders caused a $3 million decrease in operating profit for 2004.

Outlook for 2006

We are projecting operating profit at Airport Systems for 2006 to be consistent with 2005 results. We expect growth in our commercial
businesses, principally the ground support equipment business, to offset the absence of the land sale gain recognized in 2005.

Corporate Items

2005 Compared With 2004

Gains on sales of investments reflect the following transactions from 2004 and 2005. In November 2004, we received proceeds from
MODEC, Inc. of $77.0 million in exchange for our interest in MODEC International LLC and recorded a gain of $60.4 million. The proceeds
consisted of 3.0 billion yen, or $27.9 million, and 2.6 million common shares of MODEC, Inc., valued at $49.1 million at the transaction date.
In September 2005, we sold our shares in MODEC, Inc. for $74.4 million, resulting in a $25.3 million gain. Also in 2005, we recognized a gain
of $8.6 million on the sale of our interest in the GTL Microsystems joint venture.

Corporate expense for the year ended December 31, 2005 grew by 6% over the prior year, primarily due to higher incentive
compensation expense.

Other expense, net, increased by $9.7 million compared to the prior-year period primarily due to foreign currency exchange losses. The
increase also reflects $5.2 million higher LIFO expense and $4.2 million in increased stock-based compensation expense in 2005. These
increases were partially offset by, among other things, a reduction in insurance reserves reflecting favorable benefit claim experience.

2004 Compared With 2003

In November 2004, we received proceeds from MODEC, Inc. of $77.0 million in exchange for our interest in MODEC International LLC
and recorded a gain of $60.4 million ($36.1 million after tax).

Corporate expense in 2004 was higher when compared with the prior year, due primarily to higher Sarbanes-Oxley compliance costs.

The decrease in other expense, net, from the prior year is attributable to $3 million in lower stock-based compensation expense, $3 million
in reduced costs related to our outsourcing of employee benefits administration and $2 million in favorable changes in foreign currency
hedging results. These declines were partially offset by a $2 million increase in pension expense caused by lower discount rate and asset
return assumptions.



Outlook for 2006

Our corporate expense is expected to be consistent with 2005 results. Other expense, net, will likely reflect higher stock-based compensation
expense. We do not currently anticipate any significant gains on asset disposals. Net interest expense should decline as we continue to
reduce our net debt and recognize interest income on cash investments in 2006.

Inbound Orders and Order Backlog

Inbound orders represent the estimated sales value of confirmed customer orders received during the reporting period.

Inbound orders 

Year Ended December 31,

(In millions) 2005 2004

Energy Production Systems $ 2,124.1 $ 1,829.8

Energy Processing Systems 631.9 460.9

Intercompany eliminations (2.4) (6.3)

Subtotal Energy Systems 2,753.6 2,284.4

FoodTech 526.7 550.9

Airport Systems 301.4 270.0

Intercompany eliminations (8.4) (9.0)

Total inbound orders $ 3,573.3 $ 3,096.3

Order backlog is calculated as the estimated sales value of unfilled, confirmed customer orders at the reporting date.

Order backlog

December 31,

(In millions) 2005 2004

Energy Production Systems $ 1,496.5 $ 1,222.7

Energy Processing Systems 214.9 104.8

Intercompany eliminations (0.4) (1.0)

Subtotal Energy Systems 1,711.0 1,326.5

FoodTech 130.1 142.7

Airport Systems 93.8 119.8

Intercompany eliminations (1.4) (1.9)

Total order backlog $ 1,933.5 $ 1,587.1

The portion of total order backlog at December 31, 2005 that we project will be recorded as revenue after fiscal year 2006 is
approximately $360.0 million.

Energy Production Systems’ order backlog at December 31, 2005 grew compared to the prior year reflecting increased orders for subsea
systems, which reached $1.6 billion for 2005, and the timing of project execution. Subsea order backlog at December 31, 2005 included
projects associated with all of the major offshore oil and gas producing regions, and included Chevron’s Agbami project offshore Nigeria
and BP’s Block 18 Greater Plutonio project offshore Angola. Surface wellhead orders have increased by 45% during 2005, also contributing
to the overall increase in backlog compared to 2004. Foreign currency translation, however, negatively impacted the December 31, 2005
balance of backlog by $84.9 million compared to December 31, 2004.

Energy Processing Systems’ order backlog at December 31, 2005 more than doubled relative to the prior year as all of our product lines
showed year over year increases. Inbound orders grew by 37% compared to 2004, supported by increases in all of our product lines. The
increase in orders is primarily attributable to continued expansion in land-based drilling activities, which creates demand for our fluid
control products. Additionally, we have seen strong demand for our material handling products, including a $32 million order received in
December 2005 for bulk material handling systems related to power generation.

FoodTech’s order backlog at December 31, 2005 declined compared with the prior year as a result of lower orders for tomato processing
equipment in the current year, which is attributed to lower capital spending in the industry. Order backlog for freezing and cooking
equipment, which historically has represented the largest share of this segment’s backlog, was flat relative to the prior year.

Airport Systems’ order backlog at December 31, 2005 declined 22% compared with the prior year, primarily as a result of a reduction in
the order backlog for Halvorsen loaders. To a lesser extent, order backlog declined with deliveries of the initial RampSnake® orders in 2005.
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Liquidity and Capital Resources

At December 31, 2005, our net debt was $103.0 million, compared with net debt of $39.0 million at December 31, 2004. Net debt
includes short and long-term debt and the current portion of long-term debt, net of cash and cash equivalents. In 2005, we experienced
significant growth in our Energy Systems businesses. As a result, we invested in working capital and made capital expenditures to sup-
port our expanding businesses. This spending contributed to our increase in net debt in 2005.

During the fourth quarter of 2005, we executed our plan to repatriate foreign earnings to the U.S. under the JOBS Act. To fund a portion
of the repatriation plan, we restructured our external financing by shifting from domestic to foreign debt. This shift included the initia-
tion of a new $370 million five-year revolving credit facility by FMC Technologies B.V., a wholly owned subsidiary in the Netherlands, and
draws of $231.0 million on this facility during the fourth quarter. The foreign earnings were remitted to the U.S. through fourth quarter
dividends. These proceeds will be used to fund domestic investments in accordance with the reinvestment plan approved by our Board of
Directors.

Cash flows for each of the years in the three-year period ended December 31, 2005, were as follows:

Year Ended December 31,

(In millions) 2005 2004 2003

Cash provided (required) by operating activities of continuing operations $ (29.6) $ 132.9 $ 150.4

Operating cash required by discontinued operations (0.8) (5.9) (5.2)

Cash provided (required) by investing activities 8.8 (16.6) (132.8)

Cash provided (required) by financing activities 54.6 (19.2) (13.3)

Effect of exchange rate changes on cash and cash equivalents (4.2) 3.9 (2.5)

Increase (decrease) in cash and cash equivalents $ 28.8 $ 95.1 $ (3.4)

Operating Cash Flows

Operating activities of continuing operations consumed $29.6 million in 2005, compared to providing $132.9 million in the prior year.
Higher investments in inventory, mostly in our Energy Systems businesses, represented a use of cash of $164.4 million in 2005 and were
the primary contributor to the decline in cash flows from operating activities. Cash was also used in 2005 to fund income tax payments,
including approximately $27 million for previously accrued income taxes in Norway and $25.5 million for taxes on the foreign earnings
repatriated under the JOBS Act.

Cash Required by Discontinued Operations

Cash required by discontinued operations in 2005 declined relative to the preceding two years. These cash outflows represent payments
for claims, claims administration and insurance coverage for product liabilities associated with equipment which had been manufactured
by our discontinued businesses. The decrease in cash requirements is attributable to higher payments during 2004 and 2003 to settle out-
standing claims.

Investing Cash Flows

Cash provided by investing activities in 2005 was $8.8 million, compared to cash required by investing activities of $16.6 million in 2004.
The fluctuation is primarily attributable to two factors. We generated $67.2 million in higher proceeds from the sale of assets in 2005,
which included $84.2 million from sales of our shares of MODEC, Inc. and our interest in the GTL Microsystems joint venture, than 2004,
which included the $27.9 million cash inflow from the conversion of our interest in MODEC International LLC. This increase in cash
inflows was partially offset by $41.6 million in higher capital spending in 2005, which rose to support our subsea business expansion in
Malaysia, Nigeria and Angola.

Financing Cash Flows

Cash provided by financing activities was $54.6 million for 2005, compared to cash required by financing activities of $19.2 million for
2004. Our borrowings increased in the fourth quarter of 2005 as we incurred foreign debt to fund our repatriation of foreign earnings
under the provisions of the JOBS Act. However, we also repaid our outstanding commercial paper borrowings during the fourth quarter. On
a net basis, we had proceeds of $93.1 million from borrowings in 2005, compared to net payments of debt obligations of $58.4 million in
the prior year. The net cash inflow from debt was partially offset by our purchase of $63.9 million of treasury shares for 2005. Additionally,
we received $17.5 million less in proceeds from the issuance of stock during 2005, which was the result of fewer option exercises than the
prior year.
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Debt and Liquidity

Total borrowings at December 31, 2005 and 2004, comprised the following:

December 31,

(In millions) 2005 2004

Revolving credit facilities $ 242.6 $ —

Commercial paper — 149.8

Uncommitted credit facilities 2.9 2.2

Property financing 9.6 9.9

Other 0.8 1.2

Total borrowings $ 255.9 $ 163.1

Under the commercial paper program, and subject to available capacity under our $250 million committed revolving credit facility, we
have the ability to access up to $250.0 million of short-term financing through our commercial paper dealers.

The following is a summary of our credit facilities at December 31, 2005:

Commercial Letters
(In millions) Commitment Debt paper of Unused
Description amount outstanding outstanding credit capacity Maturity

(a) (b)

Five-year revolving credit facility $ 250.0 $ — $ — $ 16.0 $ 234.0 November 2010

Five-year revolving credit facility 370.0 231.0 — — 139.0 November 2010 (c)

Three-year revolving credit facility 17.2 11.6 — — 5.6 December 2008

$ 637.2 $ 242.6 $ — $ 16.0 $ 378.6

(a) Our available capacity under our $250 million five-year revolving credit facility is reduced by any outstanding commercial paper.

(b) The $250 million five-year revolving credit facility allows us to obtain a total of $150.0 million in standby letters of credit. Our available capacity is

reduced by any outstanding letters of credit associated with this facility.

(c) Outstanding borrowings on the $370 million five-year revolving credit facility as of May 2006 convert to a term loan due and payable in a lump sum

in November 2010. The unused portion of the facility at the conversion date will not be available for draws subsequent to this date. We expect to

renegotiate the facility to maintain our overall credit availability.

Our revolving credit facilities provide the ability to refinance our short-term borrowings on a long-term basis; therefore, at December 31,
2005 we classified our borrowings on revolving credit facilities as long-term on our consolidated balance sheet.

Among other restrictions, the terms of the committed credit agreements include negative covenants related to liens and financial
covenants related to debt to earnings ratios and interest coverage ratios. We are in compliance with all covenants as of December 31,
2005. Our $250 million and $370 million five-year revolving credit facilities maturing in November 2010 bear interest, based on our
election, at either (a) a base rate determined by reference to the higher of (1) the agent’s prime rate and (2) the federal funds rate plus
1/2 of 1% or (b) an interest rate of 55 basis points above the London Interbank Offered Rate (“LIBOR”). The margin over LIBOR is
variable and is determined based on the Company’s debt rating. The three-year revolving credit facility bears interest at either the
Canadian Dollar prime rate or bankers’ acceptance rate.

We have interest rate swaps related to $150.0 million of our variable rate debt. The effect of these interest rate swaps, which were
entered into during December 2005 and mature in June 2008, is to fix the effective annual interest rate on these borrowings at 5.25%.
Our interest expense for the $150.0 million in variable rate debt subject to the interest rate swaps will reflect a lower effective rate
through June 2008. Prior to entering into the new interest rate swaps, we sold our existing interest rate swaps, which had fixed the
interest rate for $150.0 million of our variable rate debt. An unrealized $7.7 million gain will be amortized against the interest expense on
the underlying debt through the original maturity of the swaps in June 2008. Therefore, after taking into account the amortization of the
deferred gain, the effective interest rate on $150.0 million of our variable rate borrowings will be approximately 3.2%.

Our uncommitted credit relates primarily to international lines of credit. Borrowings under these uncommitted facilities totaled $2.9 million
and $2.2 million at December 31, 2005 and 2004, respectively.

We entered into a sale-leaseback agreement during the third quarter of 2004. We sold a building for $9.7 million in net proceeds, which
were used to reduce other balance sheet debt. We are accounting for the transaction as a financing and are amortizing the obligation
using an effective annual interest rate of 5.37% over the lease term of ten years. Our annual payments associated with this obligation
total $0.8 million.

Other domestic and international borrowings totaled $0.8 million and $1.2 million at December 31, 2005 and 2004, respectively.
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Outlook for 2006

For 2006, we estimate capital expenditures will be in the range of $90 - $100 million, compared with 2005 capital spending of $91.8 million.
The anticipated increase in spending is primarily attributable to ongoing work to support our subsea operations.

We are pursuing claims against Sonatrach related to costs that we incurred due to customer caused work stoppages, work required beyond the
contract scope and other customer caused delays. We have not recognized the value of these claims in our financial statements. While we
believe we have a contractual basis to pursue these claims, we expect to engage in further negotiations with Sonatrach and cannot predict the
outcome of these negotiations nor their timing. Should the Company and Sonatrach not be able to reach resolution, the contract requires that
disputes be resolved through arbitration before an international tribunal in Paris, France under International Chamber of Commerce rules.

It is possible that Sonatrach may draw upon a letter of credit we established with one of our lenders to support potential warranty claims on
a recently completed project. The maximum potential cash amount that could be drawn under this letter of credit would be $12.6 million
and the contingency expires in February 2007. We believe cash from operations and our credit facilities will fund a drawdown if necessary.

We are authorized to repurchase up to two million shares of our common stock. We announced plans to begin the repurchase of shares of
our outstanding common stock in February 2005, and during 2005, we repurchased 1,750,856 shares for approximately $63.9 million. In
February 2006, the Board of Directors approved the repurchase of an additional five million shares of the Company’s issued and outstanding
common stock. The timing and amount of further repurchases will depend on market conditions.

We currently expect to contribute approximately $14 million to our non-U.S. pension plans in 2006.

We plan to meet our cash requirements in 2006 with cash generated from operations. Additionally, we expect to generate free cash flows,
which will allow us to pay off a portion of our outstanding debt and acquire short-term investments.

We continue to evaluate acquisitions, divestitures and joint ventures in the ordinary course of business.

Contractual Obligations and Off-Balance Sheet Arrangements

The following is a summary of our contractual obligations at December 31, 2005:

Payments due by period

(In millions) Total Less than 1 – 3 3 – 5 After
Contractual obligations payments 1 year years years 5 years

Long-term debt (a) $ 253.0 $ 0.4 $ 12.5 $ 232.0 $ 8.1
Short-term debt 2.9 2.9 — — —
Capital lease obligations 0.1 0.1 — — —
Operating leases 117.1 26.8 38.4 28.2 23.7
Unconditional purchase obligations (b) 168.6 157.2 11.1 0.2 0.1
Acquisition-related obligations (c) 1.0 1.0 — — —

Total contractual obligations $ 542.7 $ 188.4 $ 62.0 $ 260.4 $ 31.9

(a) Our available long-term debt is dependent upon our compliance with covenants, including negative covenants related to liens, and financial covenants relat-

ed to debt to earnings and interest coverage ratios. We were in compliance with all covenants at December 31, 2005; however, any violation of covenants,

other events of default, or changes in our credit rating could have a material impact on our ability to maintain our committed financing arrangements.

(b) In the normal course of business, we enter into agreements with our suppliers to purchase raw materials or services. These agreements include a

requirement that our supplier provide products or services to our specifications and require us to make a firm purchase commitment to our supplier.

As substantially all of these commitments are associated with purchases made to fulfill our customers’ orders, the costs associated with these agree-

ments will ultimately be reflected in cost of sales on our consolidated statements of income.

(c) Acquisition-related obligations include the remaining amount owed associated with the 2003 acquisition of the RampSnake® product line. In addition,

we also have a commitment to acquire the remaining ownership interest in CDS in 2009 at a purchase price of slightly less than 6.5 times the aver-

age of 45% of CDS’ 2007 and 2008 earnings before interest expense, income taxes, depreciation and amortization. At the current time, we are unable

to estimate the amount of this commitment.

The following is a summary of other off-balance sheet arrangements at December 31, 2005:

Amount of commitment expiration per period

(In millions) Total Less than 1 – 3 3 – 5 After
Other off-balance sheet arrangements amount 1 year years years 5 years

Letters of credit and bank guarantees $417.6 $166.8 $125.1 $67.2 $58.5
Surety bonds 128.7 55.0 73.7 — —
Third-party guarantees 0.4 — 0.4 — —

Total other off-balance sheet arrangements $546.7 $221.8 $199.2 $67.2 $58.5
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As collateral for our performance on certain sales contracts or as part of our agreements with insurance companies, we are contingently
liable under letters of credit, surety bonds and other bank guarantees. In order to obtain these financial instruments, we pay fees to various
financial institutions in amounts competitively determined in the marketplace. Our ability to generate revenue from certain contracts is
dependent upon our ability to obtain these off-balance sheet financial instruments. These off-balance sheet financial instruments may be
renewed, revised or released based on changes in the underlying commitment. Historically, our commercial commitments have not been
drawn upon to a material extent; consequently, management believes it is not likely that there will be claims against these commitments
that will have a negative impact on our key financial ratios or our ability to obtain financing.

Qualitative and Quantitative Disclosures about Market Risk

We are subject to financial market risks, including fluctuations in foreign currency exchange rates and interest rates. In order to manage and
mitigate our exposure to these risks, we may use derivative financial instruments in accordance with established policies and procedures. We do
not use derivative financial instruments where the objective is to generate profits solely from trading activities. At December 31, 2005 and 2004,
our derivative holdings consisted of foreign currency forward contracts and interest rate swap agreements. These forward-looking disclosures
only address potential impacts from market risks as they affect our financial instruments. They do not include other potential effects which
could impact our business as a result of changes in foreign currency exchange rates, interest rates, commodity prices or equity prices.

Foreign Currency Exchange Rate Risk

When we sell or purchase products or services, transactions are frequently denominated in currencies other than the particular operation’s
functional currency. Generally, we do not use financial instruments to hedge foreign currency transactions to the extent that a natural hedge
exists. When foreign currency exposures exist, we may enter into foreign exchange forward contracts with third parties. Our hedging policy
is designed to reduce the impact of foreign currency exchange rate movements, and we expect any gain or loss in the hedging portfolio to be
offset by a corresponding gain or loss in the underlying exposure being hedged.

We hedge our net recognized foreign currency assets and liabilities to reduce the risk that our earnings and cash flows will be adversely
affected by changes in the foreign currency exchange rates. We also hedge firmly committed, anticipated transactions in the normal
course of business. The majority of these hedging instruments mature during 2006.

We use a sensitivity analysis to measure the impact on derivative instrument fair values of an immediate 10% adverse movement in the
foreign currency exchange rates. This calculation assumes that each exchange rate would change in the same direction relative to the
U.S. dollar and all other variables are held constant. We expect that changes in the fair value of derivative instruments will offset the
changes in fair value of the underlying assets and liabilities on the balance sheet. To the extent that our derivative instruments are
hedging anticipated transactions, a 10% increase in the value of the U.S. dollar would result in a decrease of $3.4 million in the net fair
value of our derivative financial instruments at December 31, 2005. Changes in the derivative fair value will not have an impact on our
results of operations unless these contracts are deemed to be ineffective.

Interest Rate Risk

Our debt instruments subject us to market risk associated with movements in interest rates. In June 2003, we entered into three
floating-to-fixed interest rate swaps related to $150.0 million of our commercial paper borrowings. The effect of these interest rate swaps
was to fix the effective annual interest rate on these borrowings at an average rate of 2.9%. In the fourth quarter of 2005, we paid our
commercial paper borrowings and issued variable rate debt. We sold the existing interest rate swaps and deferred a gain of $7.7 million
on the qualified hedged transaction. We were issued new swaps with an average fixed interest rate of 5.25% until the interest rate swaps
mature in June 2008. The $7.7 million deferred gain will be amortized against the interest expense on the underlying debt through the
maturity date of the original interest rate swaps in June 2008.

We use a sensitivity analysis to measure the impact on fair values (for interest rate swaps) of an immediate adverse movement in the interest
rates of 50 basis points. This analysis was based on a modeling technique that measures the hypothetical market value resulting from a 50
basis point change in interest rates. This adverse change in the applicable interest rates would result in a decrease of $1.7 million in the net
fair value of our interest rate swaps at December 31, 2005.

At December 31, 2005 we had unhedged variable rate debt of $106 million. Using sensitivity analysis to measure the impact of a 10%
adverse movement in the interest rate, or 50 basis points, would result in an increase to interest expense of $0.5 million annually.
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Critical Accounting Estimates

We prepare the consolidated financial statements of FMC Technologies in conformity with United States generally accepted accounting
principles. As such, we are required to make certain estimates, judgments and assumptions about matters that are inherently uncertain. On
an ongoing basis, our management re-evaluates these estimates, judgments and assumptions for reasonableness because of the critical
impact that these factors have on the reported amounts of assets and liabilities at the dates of the financial statements and the reported
amounts of revenues and expenses during the periods presented. Management has discussed the development and selection of these
critical accounting estimates with the Audit Committee of our Board of Directors and the Audit Committee has reviewed this disclosure.
We believe that the following are the critical accounting estimates used in preparing our financial statements.

Percentage of Completion Method of Accounting

We record revenue on construction-type manufacturing and assembly projects using the percentage of completion method, where
revenue is recorded as work progresses on each contract. There are several acceptable methods of measuring progress toward completion.
Most frequently, we use the ratio of costs incurred to date to total estimated contract costs to measure this progress; however, there are also
types of contracts where we consistently apply the ratio of units delivered to date—or units of work performed—as a percentage of total
units because we have determined that these methods provide a more accurate measure of progress toward completion.

We execute contracts with our customers that clearly describe the equipment, systems and/or services that we will provide and the amount of
consideration we will receive. After analyzing the drawings and specifications of the contract requirements, our project engineers estimate total
contract costs based on their experience with similar projects and then adjust these estimates for specific risks associated with each project, such
as technical risks associated with a new design. Costs associated with specific risks are estimated by assessing the probability that conditions will
arise that will affect our total cost to complete the project. After work on a project begins, assumptions that form the basis for our calculation of
total project cost are examined on a monthly basis and our estimates are updated to reflect new information as it becomes available.

Revenue recorded using the percentage of completion method amounted to $1,352.9 million, $1,169.7 million and $804.3 million for the
years ended December 31, 2005, 2004, and 2003, respectively.

A significant portion of our total revenue recorded under the percentage of completion method relates to the Energy Production Systems
business segment, primarily for subsea petroleum exploration equipment projects that involve the design, engineering, manufacturing
and assembly of complex, customer-specific systems. The systems are not built from standard bills of material and typically require
extended periods of time to construct.

Total estimated contract cost affects both the revenue recognized in a period as well as the reported profit or loss on a project. The
determination of profit or loss on a contract requires consideration of contract revenue, change orders and claims, less costs incurred to
date and costs to complete. Anticipated losses on contracts are recorded in full in the period in which they are identified. Profits are
recorded based on the estimated project profit multiplied by the percentage complete.

The total estimated contract cost in percentage of completion accounting is a critical accounting estimate because it can materially affect
revenue and cost of sales, and it requires us to make judgments about matters that are uncertain. There are many factors, including but
not limited to resource price inflation, labor availability, productivity and weather that can affect the accuracy of our cost estimates and
ultimately our future profitability. In the past, we have incurred losses as a result of unforeseen changes in our project costs, including in
our Sonatrach contract.

The amount of revenue recognized using the percentage of completion method is sensitive to our changes in estimates of total contract
costs. If we had used a different estimate of total contract costs for each contract in progress at December 31, 2005 a 1% increase or
decrease in the estimated margin earned on each contract would have increased or decreased total revenue and pre-tax income for the
year ended December 31, 2005 by $12.8 million.

Inventory Valuation

Inventory is recorded at the lower of cost or net realizable value. In order to determine net realizable value, we evaluate each component
of inventory on a regular basis to determine whether it is excess or obsolete. We record the decline in the carrying value of estimated
excess or obsolete inventory as a reduction of inventory and as an expense included in cost of sales in the period it is identified. Our
estimate of excess and obsolete inventory is a critical accounting estimate because it is highly susceptible to change from period to
period. In addition, it requires management to make judgments about the future demand for inventory.

In order to quantify excess or obsolete inventory, we begin by preparing a candidate listing of the components of inventory that have not
demonstrated usage within the most recent two-year period. This list is then reviewed with sales, production and materials management
personnel to determine whether this list of potential excess or obsolete inventory items is accurate. Management considers as part of this
evaluation whether there has been a change in the market for finished goods, whether there will be future demand for on-hand inventory
items and whether there are components of inventory that incorporate obsolete technology.

Our estimate of excess or obsolete inventory is sensitive to changes in our assumptions about future sales. Had we assumed that future
sales would be 10% higher or lower than those used in our forecast, the effect on our estimate of excess or obsolete inventory and pre-tax
income for the year ended December 31, 2005, would have been an increase or decrease of $0.6 million, on a current cost basis.
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Accounting for Income Taxes

In determining our current income tax provision, we assess temporary differences resulting from differing treatments of items for tax and
accounting purposes. These differences result in deferred tax assets and liabilities, which are recorded in our consolidated balance sheets.
When we maintain deferred tax assets, we must assess the likelihood that these assets will be recovered through adjustments to future
taxable income. To the extent we believe recovery is not likely, we establish a valuation allowance. We record an allowance reducing the
asset to a value we believe will be recoverable based on our expectation of future taxable income. We believe the accounting estimate
related to the valuation allowance is a critical accounting estimate because it is highly susceptible to change from period to period as it
requires management to make assumptions about our future income over the lives of the deferred tax assets, and the impact of
increasing or decreasing the valuation allowance is potentially material to our results of operations.

Forecasting future income requires us to use a significant amount of judgment. In estimating future income, we use our internal operating
budgets and long-range planning projections. We develop our budgets and long-range projections based on recent results, trends, economic
and industry forecasts influencing our segments’ performance, our backlog, planned timing of new product launches, and customer sales
commitments. Significant changes in the expected realizability of the deferred tax asset would require that we provide an additional
valuation allowance against the gross value of our total deferred tax assets, resulting in a reduction of net income.

As of December 31, 2005, we estimated that it is not likely that we will generate future taxable income in certain foreign jurisdictions in
which we have cumulative net operating losses and, therefore, we have provided a valuation allowance against the related deferred tax
assets. As of December 31, 2005, we estimated that it is more likely than not that we will have future taxable income in the United States
to utilize our domestic deferred tax assets. Therefore, we have not provided a valuation allowance against any domestic deferred tax assets.

The need for a valuation allowance is sensitive to changes in our estimate of future taxable income. If our estimate of future taxable
income was 25% lower than the estimate used, we would still generate sufficient taxable income to utilize such deferred tax assets.

Retirement Benefits

We provide most of our employees with certain retirement (pension) and postretirement (health care and life insurance) benefits. In
order to measure the expense and obligations associated with these retirement benefits, management must make a variety of estimates,
including discount rates used to value certain liabilities, expected return on plan assets set aside to fund these costs, rate of compensation
increase, employee turnover rates, retirement rates, mortality rates and other factors. We update these estimates on an annual basis or
more frequently upon the occurrence of significant events. These accounting estimates bear the risk of change due to the uncertainty
attached to the estimate as well as the fact that these estimates are difficult to measure. Different estimates used by management could
result in our recognizing different amounts of expense over different periods of time.

We use third-party specialists to assist management in evaluating our assumptions as well as appropriately measuring the costs and
obligations associated with these retirement benefits. The discount rate and expected return on plan assets are based primarily on
investment yields available and the historical performance of our plan assets. They are critical accounting estimates because they are
subject to management’s judgment and can materially affect net income.

Pension expense was $23.7 million, $25.2 million and $17.9 million for the years ended December 31, 2005, 2004 and 2003, respectively.

The discount rate used affects the periodic recognition of the interest cost component of net periodic pension cost. The discount rate is
based on rates at which the pension benefit obligation could effectively be settled on a present value basis. To determine the weighted
average discount rate, we review long-term, high quality corporate bonds at our determination date and use a model that matches the
projected benefit payments for our plans to coupons and maturities from high quality bonds. Significant changes in the discount rate,
such as those caused by changes in the yield curve, the mix of bonds available in the market, the duration of selected bonds, and the
timing of expected benefit payments may result in volatility in pension expense and minimum pension liabilities. We reduced the
discount rate for our domestic and certain of our international plans during 2005. The weighted average discount rate declined from
5.8% to 5.5% in 2005, after decreasing in 2004 from 6.1% in 2003.

Our pension expense is sensitive to changes in our estimate of discount rate. Holding other assumptions constant, for a 100 basis point
reduction in the discount rate, annual pension expense would increase by approximately $17.5 million before taxes. Holding other
assumptions constant, for a 100 basis point increase in the discount rate, annual pension expense would decrease by approximately $20.1
million before taxes.

Net periodic pension cost includes an underlying expected long-term rate of asset return. Our estimate of the expected rate of return on
plan assets is based primarily on the historical performance of plan assets, current market conditions, our asset allocation and long-term
growth expectations. Our actual returns on plan assets on trailing 5-year and trailing 10-year bases have exceeded the 2005 estimated
long-term rate of return of 8.6%. Our actual returns on plan assets were 10.7% and 11.8% in 2005 and 2004, respectively. The expected
return on plan assets is recognized as part of the net periodic pension cost. The difference between the expected return and the actual
return on plan assets is amortized over the expected remaining service life of employees, so there is a lag time between the market’s
performance and its impact on plan results.

Our pension expense is sensitive to changes in our estimate of expected rate of return on plan assets. Holding other assumptions con-
stant, an increase or decrease of 100 basis points in the expected rate of return on plan assets would increase or decrease annual pension
expense by approximately $6.3 million before taxes.
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Impact of Recently Issued Accounting Pronouncements

In November 2004, the FASB issued SFAS No. 151, “Inventory Costs, an amendment of ARB No. 43, Chapter 4.” SFAS No. 151 amends
Accounting Research Bulletin No. 43, Chapter 4, to clarify that abnormal amounts of idle facility expense, freight, handling costs and
wasted materials (spoilage) should be recognized as current period charges. In addition, SFAS No. 151 requires that allocation of fixed
production overhead to inventory be based on the normal capacity of the production facilities. SFAS No. 151 is effective for inventory
costs incurred during fiscal years beginning after June 15, 2005. We have not determined the impact that the adoption of SFAS No. 151
will have on our results of operations, financial position or cash flows.

In November 2005, the Financial Accounting Standards Board issued Staff Position FAS 123R-3, “Transition Election Related to
Accounting for the Tax Effects of Share Based Payment Awards,” which allowed a one-time election to adopt one of two acceptable
methodologies for calculating the initial additional paid in capital (“APIC”) pool. We have until September 30, 2006 to make our election.
In subsequent periods, the APIC pool will be increased by tax benefits from stock-based compensation and decreased by tax losses
caused when the recorded stock-based compensation for book purposes exceeds the allowable tax deduction. We are evaluating the two
options for computing the initial APIC pool and will make an election for the transition method in 2006.
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Year Ended December 31,

(In millions, except per share data) 2005 2004 2003

Revenue $3,226.7 $2,767.7 $2,307.1

Costs and expenses:

Cost of sales 2,673.5 2,265.6 1,845.9

Asset impairment (Note 6) — 6.5 —

Selling, general and administrative expense 369.7 340.4 312.6

Research and development expense 51.5 50.4 45.3

Total costs and expenses 3,094.7 2,662.9 2,203.8

Net gain on disposal of assets (Note 3) 38.3 59.7 2.3

Minority interests (2.5) 1.4 (1.1)

Income before interest income, interest expense and income taxes 167.8 165.9 104.5

Interest income 3.5 1.4 1.2

Interest expense (9.0) (8.3) (10.1)

Income before income taxes 162.3 159.0 95.6

Provision for income taxes (Note 9) 56.2 42.3 26.7

Net income $ 106.1 $ 116.7 $ 68.9

Earnings per share (Note 2)

Basic $ 1.54 $ 1.73 $ 1.04

Diluted $ 1.50 $ 1.68 $ 1.03

Weighted average shares outstanding (Note 2)

Basic 69.0 67.6 66.1

Diluted 70.8 69.3 66.9

The accompanying notes are an integral part of the consolidated financial statements.
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FMC Technologies, Inc. and Consolidated
Subsidiaries Consolidated Statements of Income
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December 31,

(In millions, except per share data) 2005 2004

Assets

Current assets:

Cash and cash equivalents $ 152.9 $ 124.1

Trade receivables, net of allowances of $9.6 in 2005 and $10.9 in 2004 736.3 671.7

Inventories (Note 4) 449.4 316.3

Prepaid expenses 21.1 15.0

Other current assets 68.4 90.0

Total current assets 1,428.1 1,217.1

Investments 22.3 76.6

Property, plant and equipment, net (Note 5) 353.3 332.8

Goodwill (Note 6) 117.4 116.8

Intangible assets, net (Note 6) 61.1 72.0

Other assets 33.8 31.6

Deferred income taxes (Note 9) 79.6 47.0

Total assets $2,095.6 $1,893.9

Liabilities and stockholders’ equity

Current liabilities:

Short-term debt and current portion of long-term debt (Note 8) $ 3.3 $ 2.7

Accounts payable, trade and other 366.2 368.8

Advance payments and progress billings 348.6 297.5

Accrued payroll 81.7 60.8

Income taxes payable 28.3 57.0

Other current liabilities 207.5 176.6

Current portion of accrued pension and other postretirement benefits (Note 11) 15.2 28.7

Deferred income taxes (Note 9) 7.4 3.3

Total current liabilities 1,058.2 995.4

Long-term debt, less current portion (Note 8) 252.6 160.4

Accrued pension and other postretirement benefits, less current portion (Note 11) 21.8 20.6

Reserve for discontinued operations (Note 10) 6.1 6.9

Other liabilities 50.2 42.5

Minority interests in consolidated companies 7.2 5.9

Commitments and contingent liabilities (Note 17)

Stockholders’ equity (Note 13):

Preferred stock, $0.01 par value, 12.0 shares authorized; no shares issued in 2005 or 2004 — —

Common stock, $0.01 par value, 195.0 shares authorized; 70.0 and 68.8 shares issued in 2005 and 

2004, respectively; 68.1 and 68.7 shares outstanding in 2005 and 2004, respectively 0.7 0.7

Common stock held in employee benefit trust, at cost, 0.1 shares in 2005 and 2004 (3.6) (2.4)

Common stock held in treasury, at cost, 1.8 shares in 2005, no shares in 2004 (63.9) —

Capital in excess of par value of common stock 681.6 637.8

Retained earnings 193.2 87.1

Accumulated other comprehensive loss (108.5) (61.0)

Total stockholders’ equity 699.5 662.2

Total liabilities and stockholders’ equity $2,095.6 $1,893.9

The accompanying notes are an integral part of the consolidated financial statements.

FMC Technologies, Inc. and Consolidated
Subsidiaries Consolidated Balance Sheets
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Year Ended December 31,

(In millions) 2005 2004 2003

Cash provided (required) by operating activities of continuing operations:

Net income $ 106.1 $ 116.7 $ 68.9

Adjustments to reconcile income to cash provided (required) by operating 

activities of continuing operations:

Depreciation 53.3 53.5 48.2

Amortization 12.6 10.0 9.5

Net gain on disposal of assets (38.3) (59.7) (2.3)

Asset impairment charge — 6.5 —

Employee benefit plan costs 41.0 38.4 33.8

Deferred income tax (benefit) provision (11.7) (8.9) 3.5

Other 12.1 4.3 5.5

Changes in operating assets and liabilities, net of effects of acquisitions:

Trade receivables, net (102.6) (105.3) (89.8)

Inventories (164.4) (17.7) 13.5

Other current assets and other assets (5.6) (37.7) (15.7)

Accounts payable, trade and other 18.1 85.3 49.6

Advance payments and progress billings 66.9 28.7 69.4

Accrued payroll, other current liabilities and other liabilities 53.4 21.4 (22.1)

Income taxes payable (37.4) 33.3 2.8

Accrued pension and other postretirement benefits, net (33.1) (35.9) (24.4)

Cash provided (required) by operating activities of continuing operations (29.6) 132.9 150.4

Operating cash required by discontinued operations – revised (Note 10) (0.8) (5.9) (5.2)

Cash provided (required) by investing activities:

Acquisitions (net of cash acquired) and joint ventures — (2.9) (46.4)

Capital expenditures (91.8) (50.2) (65.2)

Retirement of sale-leaseback obligations — — (35.9)

Proceeds from disposal of assets 103.0 35.8 13.0

Other (2.4) 0.7 1.7

Cash provided (required) by investing activities 8.8 (16.6) (132.8)

Cash provided (required) by financing activities:

Net increase (decrease) in short-term debt 0.9 (17.8) (39.1)

Net increase (decrease) in commercial paper (149.8) (0.2) 150.0

Proceeds from issuance of long-term debt 242.0 9.7 —

Repayment of long-term debt — (50.1) (131.2)

Proceeds from exercise of stock options 21.1 38.6 7.5

Purchase of treasury stock (63.9) — —

Excess tax benefits 5.5 — —

Net (increase) decrease in common stock held in employee benefit trust (1.2) 0.6 (0.5)

Cash provided (required) by financing activities 54.6 (19.2) (13.3)

Effect of exchange rate changes on cash and cash equivalents (4.2) 3.9 (2.5)

Increase (decrease) in cash and cash equivalents 28.8 95.1 (3.4)

Cash and cash equivalents, beginning of year 124.1 29.0 32.4

Cash and cash equivalents, end of year $ 152.9 $ 124.1 $ 29.0

Supplemental disclosures of cash flow information:

Cash paid for interest (net of interest capitalized) $ 8.6 $ 8.0 $ 9.5

Cash paid for income taxes (net of refunds received) $ 90.8 $ 18.1 $ 21.5

The accompanying notes are an integral part of the consolidated financial statements.

FMC Technologies, Inc. and Consolidated
Subsidiaries Consolidated Statements

of Cash Flows
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Common 
stock held in Capital in Retained Accumulated 
treasury and excess of par earnings other

Common employee value of (accumulated comprehensive Comprehensive
(In millions) stock benefit trust common stock deficit) income (loss) Total income (loss)

Balance at December 31, 2002 $ 0.7 $ (2.5) $ 560.0 $ (98.5) $ (145.6) $ 314.1

Net income — — — 68.9 — 68.9 $ 68.9

Issuance of common stock — — 7.5 — — 7.5

Excess tax benefits on stock-based 

payment arrangements — — 1.8 — — 1.8

Net purchases of common stock 

for employee benefit trust, at 

cost (Note 13) — (0.5) — — — (0.5)

Stock-based compensation (Note 12) — — 15.2 — — 15.2

Foreign currency translation adjustment — — — — 26.1 26.1 26.1

Minimum pension liability adjustment 

(net of income taxes of $8.1) (Note 11) — — — — 12.5 12.5 12.5

Net deferral of hedging gains

(net of income taxes of $1.1) (Note 14) — — — — 1.7 1.7 1.7

Other — — (4.0) — — (4.0) —

$ 109.2

Balance at December 31, 2003 $ 0.7 $ (3.0) $ 580.5 $ (29.6) $ (105.3) $ 443.3

Net income — — — 116.7 — 116.7 $ 116.7

Issuance of common stock — — 38.6 — — 38.6

Excess tax benefits on stock-based 

payment arrangements — — 6.3 — — 6.3

Net sales of common stock 

for employee benefit trust, at 

cost (Note 13) — 0.6 — — — 0.6

Stock-based compensation (Note 12) — — 12.1 — — 12.1

Foreign currency translation adjustment — — — — 37.8 37.8 37.8

Minimum pension liability adjustment 

(net of income taxes of $1.1) (Note 11) — — — — (1.7) (1.7) (1.7)

Net deferral of hedging gains 

(net of income taxes of $1.1) (Note 14) — — — — 2.1 2.1 2.1

Unrealized gain on investment

(net of income taxes of $4.0) (Note 3) — — — — 6.1 6.1 6.1

Other — — 0.3 — — 0.3 —

$ 161.0

Balance at December 31, 2004 $ 0.7 $ (2.4) $ 637.8 $ 87.1 $ (61.0) $ 662.2

FMC Technologies, Inc. and Consolidated
Subsidiaries Consolidated Statements of
Changes in Stockholders’ Equity
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Common 
stock held in Capital in Retained Accumulated 
treasury and excess of par earnings other

Common employee value of (accumulated comprehensive Comprehensive
(In millions) stock benefit trust common stock deficit) income (loss) Total income (loss)

Balance at December 31, 2004 $ 0.7 $ (2.4) $ 637.8 $ 87.1 $ (61.0) $ 662.2

Net income — — — 106.1 — 106.1 $ 106.1

Issuance of common stock — — 21.1 — — 21.1

Excess tax benefits on stock-based 

payment arrangements — — 5.5 — — 5.5

Purchase of treasury stock (Note 13) — (63.9) — — — (63.9)

Net purchases of common stock 

for employee benefit trust, at 

cost (Note 13) — (1.2) — — — (1.2)

Stock-based compensation (Note 12) — — 16.3 — — 16.3

Foreign currency translation adjustment — — — — (37.4) (37.4) (37.4)

Minimum pension liability adjustment 

(net of income taxes of $0.4) (Note 11) — — — — (0.5) (0.5) (0.5)

Net deferral of hedging gains 

(net of income taxes of $2.4) (Note 14) — — — — (3.5) (3.5) (3.5)

Unrealized gain on investment 

(net of income taxes of $4.0) (Note 3) — — — — (6.1) (6.1) (6.1)

Other — — 0.9 — — 0.9 —

$ 58.6

Balance at December 31, 2005 $ 0.7 $ (67.5) $ 681.6 $ 193.2 $ (108.5) $ 699.5

The accompanying notes are an integral part of the consolidated financial statements.

FMC Technologies, Inc. and Consolidated
Subsidiaries Consolidated Statements of

Changes in Stockholders’ Equity (Continued)
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NOTE 1. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation — FMC Technologies, Inc. and consolidated subsidiaries (“FMC Technologies” or the “Company”) designs, manufac-
tures and services sophisticated machinery and systems for its customers through its business segments: Energy Systems (comprising
Energy Production Systems and Energy Processing Systems), FoodTech and Airport Systems. The Company’s consolidated financial state-
ments have been prepared in United States dollars and in accordance with United States generally accepted accounting principles (“GAAP”).

Use of estimates — The preparation of financial statements in conformity with GAAP requires management to make estimates and assump-
tions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial state-
ments and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates. The
Company bases its estimates on historical experience and on other assumptions that it believes to be relevant under the circumstances. In partic-
ular, judgment is used in areas such as revenue recognition using the percentage of completion method of accounting, making estimates associ-
ated with the valuation of inventory and income tax assets, and accounting for retirement benefits and contingencies.

Principles of consolidation — The consolidated financial statements include the accounts of FMC Technologies and its majority-owned
subsidiaries and affiliates. Intercompany accounts and transactions are eliminated in consolidation.

Reclassifications — Certain prior-year amounts have been reclassified to conform to the current year’s presentation.

Revenue recognition — Revenue from equipment sales is recognized either upon transfer of title to the customer (which is upon ship-
ment or when customer-specific acceptance requirements are met) or under the percentage of completion method. Service revenue is
recognized as the service is provided. For multiple-element revenue arrangements, such as the sale of equipment with a service
agreement, the Company allocates the contract value to the various elements based on objective evidence of fair value for each element
and recognizes revenue consistent with the nature of each deliverable.

The percentage of completion method of accounting is used for construction-type manufacturing and assembly projects that involve
significant design and engineering effort in order to satisfy detailed customer-supplied specifications. Under the percentage of
completion method, revenue is recognized as work progresses on each contract. The Company primarily applies the ratio of costs
incurred to date to total estimated contract costs to measure this ratio; however, there are certain types of contracts where it consistently
applies the ratio of units delivered to date—or units of work performed—as a percentage of total units, because it has been determined
that these methods provide a more accurate measure of progress toward completion. If it is not possible to form a reliable estimate of
progress toward completion, no revenues or costs are recognized until the project is complete or substantially complete. Any expected
losses on construction-type contracts in progress are charged to earnings, in total, in the period the losses are identified.

Modifications to construction-type contracts, referred to as “change orders,” effectively change the provisions of the original contract, and
may, for example, alter the specifications or design, method or manner of performance, equipment, materials, sites, and/or period for
completion of the work. If a change order represents a firm price commitment from a customer, the Company accounts for the revised
estimate as if it had been included in the original estimate, effectively recognizing the pro rata impact of the new estimate on its calculation
of progress toward completion in the period in which the firm commitment is received. If a change order is unpriced: (1) the Company
includes the costs of contract performance in its calculation of progress toward completion in the period in which the costs are incurred or
become probable; and (2) when it is determined that the revenue is probable of recovery, the Company includes the change order revenue,
limited to the costs incurred to date related to the change order, in its calculation of progress toward completion. Margin is not recorded on
unpriced change orders unless realization is assured beyond a reasonable doubt. The assessment of realization may be based upon the
Company’s previous experience with the customer or based upon the Company receiving a firm price commitment from the customer.

Progress billings generally are issued contingent on completion of certain phases of the work as stipulated in the contract. Revenue in excess
of progress billings on contracts accounted for under the percentage of completion method amounted to $174.7 million and $206.5 million
at December 31, 2005 and 2004, respectively. These unbilled receivables are reported in trade receivables on the consolidated balance sheets.
Progress billings and cash collections in excess of revenue recognized on a contract are classified as advance payments and progress billings
within current liabilities on the consolidated balance sheets.

Cash equivalents — The Company considers investments in all highly-liquid debt instruments with original maturities of three months or
less to be cash equivalents.

Trade receivables — The Company provides an allowance for doubtful accounts on trade receivables equal to the estimated uncollectible
amounts. This estimate is based on historical collection experience and a specific review of each customer’s trade receivable balance.

Inventories — Inventories are stated at the lower of cost or net realizable value. Inventory costs include those costs directly attributable
to products, including all manufacturing overhead but excluding costs to distribute. Cost is determined on the last-in, first-out (“LIFO”)
basis for all domestic inventories, except certain inventories relating to construction-type contracts, which are stated at the actual produc-
tion cost incurred to date, reduced by the portion of these costs identified with revenue recognized. The first-in, first-out (“FIFO”) method
is used to determine the cost for all other inventories.

FMC Technologies, Inc. and Consolidated
Subsidiaries Notes to Consolidated 
Financial Statements
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Impairment of long-lived and intangible assets — Long-lived assets, including property, plant and equipment, identifiable intangible
assets being amortized, capitalized software costs, and assets held for sale are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of the long-lived asset may not be recoverable. The carrying amount of a long-lived asset
is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition of the
asset. If it is determined that an impairment loss has occurred, the loss is measured as the amount by which the carrying amount of the
long-lived asset exceeds its fair value.

Long-lived assets held for sale are reported at the lower of carrying value or fair value less cost to sell.

Investments — FMC Technologies uses the equity method to account for investments in the common stock of affiliated companies in
which the Company has significant influence over operating and financial policies. Significant influence is generally when the Company
has between 20% and 50% ownership interest. All other investments are carried at fair value or at cost, as appropriate. Each investment
is reviewed regularly to evaluate whether it has experienced an other than temporary decline in fair value. If the Company believes that
an other than temporary decline exists, the investment is written down to the fair market value with a charge to earnings.

Property, plant and equipment — Property, plant, and equipment is recorded at cost. Depreciation for financial reporting purposes is provid-
ed principally on the straight-line basis over the estimated useful lives of the assets (land improvements— 20 to 35 years, buildings—20 to 50
years; and machinery and equipment—3 to 20 years). Gains and losses are reflected in income upon the sale or retirement of assets.
Expenditures that extend the useful lives of property, plant, and equipment are capitalized and depreciated over the estimated new remaining
life of the asset.

Capitalized software costs — Other assets include the capitalized cost of internal use software (including Internet web sites). The assets
are stated at cost less accumulated amortization, and the net balance totaled $19.6 million and $15.3 million at December 31, 2005 and
2004, respectively. These software costs include significant purchases of software and internal and external costs incurred during the
application development stage of software projects. These costs are amortized on a straight-line basis over the estimated useful lives of
the assets. For internal use software, the useful lives range from three to ten years. For Internet web site costs, the estimated useful lives
do not exceed three years.

Goodwill and other intangible assets — Goodwill and acquired intangible assets deemed to have indefinite lives are not subject to
amortization but are required to be tested for impairment on an annual basis (or more frequently if impairment indicators arise) under
the provisions of Statement of Financial Accounting Standards (“SFAS”) No. 142, “Goodwill and Other Intangible Assets.” The Company
has established October 31 as the date of its annual test for impairment of goodwill. The Company’s acquired intangible assets are being
amortized on a straight-line basis over their estimated useful lives, which range from 7 to 40 years. None of the Company’s acquired
intangible assets have been deemed to have indefinite lives.

Reserve for discontinued operations — Reserves related to personal injury and product liability claims associated with the Company’s
discontinued operations are recorded based on an actuarially-determined estimate of liabilities. The Company evaluates the estimate of these
liabilities on a regular basis, and makes adjustments to the recorded liability balance to reflect current information regarding the estimated
amount of future payments to be made on both reported claims and incurred but unreported claims. On an annual basis, the Company
engages an actuary to prepare an estimate of the liability for these claims. The actuarial estimate of the liability is based upon historical
claim and settlement experience by year, recent trends in the number of claims and the cost of settlements, and available stop-loss insurance
coverage. Factors such as the estimated number of pieces of equipment in use and the expected loss rate per unit are also taken into
consideration. In addition to estimated claims for product liabilities, the reserve also includes costs for claims administration. Adjustments to
the reserve for discontinued operations are included in results of discontinued operations on the consolidated statements of income.

Income taxes — Current income taxes are provided on income reported for financial statement purposes, adjusted for transactions that
do not enter into the computation of income taxes payable in the same year. Deferred tax assets and liabilities are measured using enact-
ed tax rates for the expected future tax consequences of temporary differences between the carrying amounts and the tax bases of assets
and liabilities.

A valuation allowance is established whenever management believes that it is more likely than not that deferred tax assets may not be
realizable.

Income taxes are not provided on the Company’s equity in undistributed earnings of foreign subsidiaries or affiliates when it is
management’s intention that such earnings will remain invested in those companies. Taxes are provided on such earnings in the year in
which the decision is made to repatriate the earnings.

Stock-based employee compensation — Effective January 1, 2004, the Company adopted the fair value recognition provisions of SFAS
No. 123, “Accounting for Stock-Based Compensation,” using the retroactive restatement method described in SFAS No. 148, “Accounting
for Stock-Based Compensation – Transition and Disclosure.” Under the fair value recognition provisions of SFAS No. 123, stock-based
compensation cost was measured at the grant date based on the value of the award and was recognized as expense over the vesting 
period.
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On October 1, 2005, the Company adopted the provisions of SFAS No. 123R, “Share-Based Payment,” which modified the recognition of
share-based compensation by (i) incorporating an estimate of forfeitures in the calculation of current expense to record and (ii) adjusting
the recognition period for new awards that accelerate vesting upon retirement to reflect the lesser of the stated vesting period or the
period until the employee becomes retirement eligible. See Recently Issued Accounting Pronouncements and Note 12 for additional
information on the adoption of SFAS No. 123R.

Common stock held in employee benefit trust — Shares of the Company’s common stock are purchased by the plan administrator of the
FMC Technologies, Inc. Non-Qualified Savings and Investment Plan and placed in a trust owned by the Company. Purchased shares are
recorded at cost and classified as a reduction of stockholders’ equity in the consolidated balance sheets.

Earnings per common share (“EPS”) — Basic EPS is computed using the weighted-average number of common shares outstanding.
Diluted EPS gives effect to the potential dilution of earnings which could have occurred if additional shares were issued for stock option
exercises and restricted stock under the treasury stock method. The treasury stock method assumes that proceeds that would be obtained
upon exercise of common stock options and issuance of restricted stock are used to buy back outstanding common stock at the average
market price during the period.

Foreign currency — Financial statements of operations in non-highly inflationary countries for which the U.S. dollar is not the functional
currency are translated to the U.S. dollar in consolidation. Assets and liabilities are translated at exchange rates in effect at the balance
sheet date, while income statement accounts are translated at the average exchange rates for the period. For these operations, translation
gains and losses are recorded as a component of accumulated other comprehensive income (loss) in stockholders’ equity until the foreign
entity is sold or liquidated. For operations in highly inflationary countries and where the local currency is not the functional currency,
inventories, property, plant and equipment, and other non-current assets are converted to U.S. dollars at historical exchange rates, and all
gains or losses from conversion are included in net income. Foreign currency effects on cash and cash equivalents and debt in
hyperinflationary economies are included in interest income or expense. The Company did not have operations in any highly inflationary
countries during 2005 or 2004.

Derivative financial instruments — Derivatives are recognized in the consolidated balance sheets at fair value, with classification as
current or non-current based upon the maturity of the derivative instrument. Changes in the fair value of derivative instruments are
recorded in current earnings or deferred in accumulated other comprehensive income (loss), depending on the type of hedging
transaction and whether a derivative is designated as, and is effective as, a hedge.

Hedge accounting is only applied when the derivative is deemed to be highly effective at offsetting changes in anticipated cash flows of
the hedged item or transaction. Changes in fair value of derivatives that are designated as cash flow hedges are deferred in accumulated
other comprehensive income (loss) until the underlying transactions are recognized in earnings, at which time any deferred hedging gains
or losses are also recorded in earnings on the same line as the hedged item. Effectiveness is evaluated at the inception of the hedge and
on an ongoing basis. Any ineffectiveness identified is recorded in earnings as incurred. The Company also uses forward contracts to
hedge foreign currency assets and liabilities. These contracts are not designated as hedges; therefore, the changes in fair value of these
contracts are recognized in earnings as they occur and offset gains or losses on the remeasurement of the related asset or liability.

Cash flows from derivative contracts are reported in the consolidated statements of cash flows in the same categories as the cash flows
from the underlying transactions.

Recently issued accounting pronouncements — In March 2005, the Financial Accounting Standards Board (“FASB”) issued FASB
Interpretation (“FIN”) No. 47 “Accounting for Conditional Asset Retirement Obligations – an interpretation of FASB Statement No. 143.”
This interpretation defines the term “conditional asset retirement obligation” as used in FASB Statement No. 143, “Accounting for Asset
Retirement Obligations,” as a legal obligation to perform an asset retirement activity, in which the timing, and/or method of settlement
are conditional on a future event that may or may not be within the control of the entity. FIN No. 47 requires that an obligation to per-
form an asset retirement activity is unconditional even though uncertainty exists about the timing and/or method of settlement. FIN No.
47 also clarifies when an entity would have sufficient information to reasonably estimate the fair value of an asset retirement obligation.
FIN No. 47 is effective no later than the end of fiscal years ending after December 15, 2005. The adoption of FIN No. 47 did not have any
impact on the Company’s results of operations, financial position or cash flows.

In December 2004, the FASB issued SFAS No. 123R, “Share-Based Payment,” which replaces SFAS No. 123, “Accounting for Stock-Based
Compensation” and supersedes Accounting Principles Board Opinion (“APB”) No. 25, “Accounting for Stock Issued to Employees.” SFAS
No. 123R rescinds the intrinsic value option for accounting of stock-based compensation under APB No. 25 and requires an entity to
measure the cost of employee service received in exchange for an award of equity instruments based on the grant date fair value of the
award. In addition, SFAS No. 123R amends the accounting for modifications and forfeitures of awards in determining compensation cost.
SFAS No. 123R is effective for the first interim period of our first annual period beginning on or after June 15, 2005. The Company
elected to early adopt SFAS No. 123R effective on October 1, 2005. As the Company currently accounts for its stock-based compensation
under the fair value provisions of SFAS No. 123, the adoption of SFAS No. 123R did not have a significant impact on our financial
position or results of operations.
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Prior to the adoption of SFAS No. 123R, cash retained as a result of tax deductions relating to stock-based compensation was presented in
operating cash flows, along with other tax cash flows. With the adoption of SFAS No. 123R, the tax benefits relating to excess stock-based
compensation deductions are presented prospectively, beginning in the year of adoption, in the statement of cash flows as financing cash
inflows. Tax benefits resulting from stock-based compensation deductions in excess of amounts reported for financial reporting purposes
were $5.5 million for 2005 and have been presented as financing cash inflows during 2005. Cash flows for prior periods have not been
restated to reflect this reclassification.

In November 2005, the FASB issued Staff Position (“FSP”) FAS 123R-3, “Transition Election Related to Accounting for the Tax Effects of
Share Based Payment Awards,” which allowed a one-time election to adopt one of two acceptable methodologies for calculating the initial
additional paid in capital (“APIC”) pool. The Company has until September 30, 2006 to make its election. In subsequent periods, the APIC
pool will be increased by tax benefits from stock-based compensation and decreased by tax losses caused when the recorded stock-based
compensation for book purposes exceeds the allowable tax deduction. The Company is evaluating the two options for computing the initial
APIC pool and will make an election for the transition method in 2006.

In December 2004, the FASB issued FSP FAS 109-2, “Accounting and Disclosure Guidance for the Foreign Repatriation Provision within the
American Jobs Creation Act of 2004.” FSP FAS 109-2 provides implementation guidance related to the repatriation provision of the American
Jobs Creation Act of 2004. During October 2005, the Company completed its assessment of whether, and to what extent, earnings of foreign
subsidiaries might be repatriated and began implementing its repatriation plan. The Company has complied with the requirements of FSP
FAS 109-2 regarding the disclosure of the income tax expense recognized under the repatriation plan (see Note 9).

In November 2004, the FASB issued SFAS No. 151, “Inventory Costs, an amendment of ARB No. 43, Chapter 4.” SFAS No. 151 amends
Accounting Research Bulletin No. 43, Chapter 4, to clarify that abnormal amounts of idle facility expense, freight, handling costs and
wasted materials (spoilage) should be recognized as current period charges. In addition, SFAS No. 151 requires that allocation of fixed
production overhead to inventory be based on the normal capacity of the production facilities. SFAS No. 151 is effective for inventory
costs incurred during fiscal years beginning after June 15, 2005. The Company has not determined the impact that the adoption of SFAS
No. 151 will have on its results of operations, financial position or cash flows.

The Medicare Prescription Drug, Improvement and Modernization Act of 2003 (the “Act”) was signed into law on December 8, 2003. The
Act introduces a prescription drug benefit under Medicare (“Medicare Part D”) as well as a federal subsidy to sponsors of retiree health
care benefit plans that provide a prescription drug benefit that is at least actuarially equivalent to Medicare Part D. In the first quarter of
2005, the Company completed its evaluation of the benefits provided by the plan and concluded that the benefits are not actuarially
equivalent to those under Medicare Part D. Therefore, the Company’s reported net periodic benefit cost does not reflect any amount
associated with the federal subsidy. In September 2005, the Company amended its retiree health program to coordinate with the new
Medicare prescription drug program for retirees over the age of 65, which affected the reported benefit obligation and periodic benefit
cost (see Note 11).
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NOTE 2. EARNINGS PER SHARE (“EPS”)

The following schedule is a reconciliation of the basic and diluted EPS computations:
Years Ended December 31,

(In millions, except per share data) 2005 2004 2003

Basic earnings per share:

Net income $ 106.1 $ 116.7 $ 68.9

Weighted average number of shares outstanding 69.0 67.6 66.1

Basic earnings per share $ 1.54 $ 1.73 $ 1.04

Diluted earnings per share:

Net income $ 106.1 $ 116.7 $ 68.9

Weighted average number of shares outstanding 69.0 67.6 66.1

Effect of dilutive securities:

Options on common stock 1.1 1.2 0.5

Restricted stock 0.7 0.5 0.3

Total shares and dilutive securities 70.8 69.3 66.9

Diluted earnings per share $ 1.50 $ 1.68 $ 1.03

NOTE 3. BUSINESS COMBINATIONS AND DIVESTITURES

Business combinations

CDS Engineering — On August 20, 2003, the Company acquired a 55% ownership interest in CDS Engineering and associated assets (“CDS”)
for $50.0 million, and committed to purchase the remaining 45% ownership interest in CDS in 2009 at a purchase price of slightly less than
6.5 times the average of 45% of CDS’ 2007 and 2008 earnings before interest expense, income taxes, depreciation and amortization.
Headquartered in the Netherlands, CDS is an industry leader in gas and liquids separation technology and equipment for surface applications,
both onshore and offshore. The Company believes that significant growth potential will be realized from incorporating CDS’ processing
technology and experience with the Company’s broad customer base. In addition, combining the acquired technology of CDS with the
Company’s existing expertise in subsea systems has allowed the development of subsea separation systems. CDS is included in the Energy
Production Systems business segment.

Net cash paid for the purchase of CDS was $44.2 million, which included acquisition-related costs of $0.7 million. The total acquisition cost
of $50.0 million reflected net cash paid plus long-term debt assumed of $6.9 million, less an adjustment of $1.1 million, reflecting the
minority interest in cash and long-term debt. The cash payment was funded through borrowings under the Company’s credit facilities. The
Company accounted for the acquisition as a purchase and included the results of operations of the acquired business in its consolidated
financial statements from the date of the acquisition.

The following table summarizes the fair value of the assets acquired and the liabilities assumed at the date of the acquisition of CDS:

(In millions) Fair value

Current assets, net of cash $ 8.8

Property, plant and equipment 2.1

Goodwill 21.9

Intangible assets 33.0

Total assets acquired 65.8

Current liabilities 9.6

Deferred income taxes 5.1

Long-term debt 6.9

Total liabilities 21.6

Net assets acquired $ 44.2
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The acquired intangible assets consisted of the following:

Useful life 
(In millions) (in years) Fair value

Customer lists 25.0 $ 13.6

Patents and acquired technology 20.0 16.6

Trademarks 25.0 1.3

Other 7.5 1.5

Acquired intangible assets $ 33.0

All of the acquired intangible assets other than goodwill are subject to amortization, with a weighted-average useful life of approximately
22 years. The goodwill is not deductible for income tax purposes.

RampSnake® — On November 26, 2003, the Company acquired 100% ownership of RampSnake A/S (“RampSnake”) from SAS, parent
company of Scandinavian Airlines, for $5.2 million. Incorporated under the laws of Denmark, RampSnake developed a baggage loading
and unloading product for narrow-body aircraft. The acquisition of RampSnake is expected to complement the Company’s existing
aircraft loader product line, which has primarily served the wide-body aircraft market. RampSnake is included in the Airport Systems
business segment.

The purchase price for RampSnake of $5.2 million included acquisition-related costs of $0.2 million. Under the terms of the purchase
agreement, the Company paid $2.0 million to the seller on November 26, 2003, the closing date of the transaction, and made a second
payment of $2.0 million in November 2004. The remaining purchase price of $1.0 million is payable to the seller in 2006 and is included
in other current liabilities on the Company’s December 31, 2005 consolidated balance sheet. The Company included the results of
operations of the acquired business in its consolidated financial statements from the effective date of the acquisition.

The fair value of current assets recorded at the acquisition date was $0.8 million. Goodwill relating to this transaction totaled $4.4 million,
of which $2.2 million is deductible for income tax purposes.

Divestitures

GTL Microsystems — On December 21, 2005, the Company sold its 60% interest in GTL Microsystems, a joint venture with Accentus plc,
for $9.8 million. This venture was created to advance the commercial development of gas-to-liquids technology and was part of the
Energy Production Systems segment. The Company recorded a pre-tax gain of $8.6 million in connection with the sale.

MODEC International LLC — The Company owned a 37.5% interest in MODEC International LLC, a joint venture investment with a sub-
sidiary of MODEC, Inc. The joint venture agreement gave the Company the right, beginning in May 2004, to elect to sell its interest in MODEC
International LLC for proceeds to be determined based on the relative contribution of the operating results of the joint venture to the income
of MODEC, Inc. for the preceding two fiscal years. At MODEC, Inc.’s option, the proceeds could consist of cash or shares of common stock of
MODEC, Inc., or a combination thereof.

In July 2004, the Company communicated its decision to convert its joint venture investment and, in November 2004, it received proceeds
from MODEC, Inc., valued at $77.0 million in exchange for its interest in MODEC International LLC. The proceeds consisted of 3.0 billion
yen, or $27.9 million, and 2.6 million common shares of MODEC, Inc., valued at $49.1 million. MODEC, Inc., common stock is listed on the
Tokyo Stock Exchange and traded in Japanese yen. The pre-tax gain recorded by the Company in connection with the conversion amounted
to $60.4 million.

The Company designated its investment in the common shares of MODEC, Inc. as available-for-sale. As of December 31, 2004, the net
unrealized gain on this investment (net of deferred taxes) included in accumulated other comprehensive loss amounted to $6.1 million.
During September 2005, the Company sold all of its common shares of MODEC, Inc. for $74.4 million and realized a pre-tax gain of $25.3
million for the year ended December 31, 2005.

Agricultural harvester machinery — During the fourth quarter of 2003, the Company divested its domestic agricultural harvester machinery
product line, which was included in the FoodTech business segment. Management had determined that the product line no longer fit within
FoodTech’s business strategy. In conjunction with the divestiture, the Company sold all of the assets, except for the real estate. The Company
recorded an impairment charge of $1.0 million related to the remaining real estate and a restructuring charge of $1.6 million, consisting of
$1.1 million for reduction in workforce and $0.5 million for contract termination and other costs. The Company completed the spending
associated with this restructuring program during the first quarter of 2004.

The total pre-tax impact of the divestiture of the domestic agricultural harvester machinery product line on 2003 income was a loss of
$1.2 million, which reflected the impairment and restructuring charges totaling $2.6 million offset by a gain of $1.4 million on the sale of
assets. The pre-tax impact was included in cost of sales in the Company’s 2003 consolidated statement of income.
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NOTE 4. INVENTORIES

Inventories consisted of the following:
December 31,

(In millions) 2005 2004

Raw materials $ 135.4 $ 87.3

Work in process 125.5 96.5

Finished goods 334.4 268.0

Gross inventories before LIFO reserves and valuation adjustments 595.3 451.8

LIFO reserves and valuation adjustments (145.9) (135.5)

Net inventories $ 449.4 $ 316.3

Inventories accounted for under the LIFO method totaled $117.5 million and $88.6 million at December 31, 2005 and 2004, respectively.
The current replacement costs of LIFO inventories exceeded their recorded values by $98.7 million and $90.2 million at December 31,
2005 and 2004, respectively. During 2004, the Company reduced certain LIFO inventories which were carried at costs lower than the
current replacement costs. The result was a decrease in cost of sales by approximately $0.1 million in 2004. There were no reductions of
LIFO inventory in 2005 or 2003.

NOTE 5. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consisted of the following:
December 31,

(In millions) 2005 2004

Land and land improvements $ 24.1 $ 19.2

Buildings 158.3 161.9

Machinery and equipment 585.1 574.2

Construction in process 38.7 18.6

806.2 773.9

Accumulated depreciation (452.9) (441.1)

Property, plant and equipment, net $ 353.3 $ 332.8

Depreciation expense was $53.3 million, $53.5 million, and $48.2 million in 2005, 2004, and 2003, respectively.

Capitalized interest included in machinery and equipment was $10.7 million and $9.5 million at December 31, 2005 and 2004, respectively.

During 2003, one of the Company’s foreign subsidiaries implemented a functional currency change which resulted in a $12.4 million
reduction in property, plant and equipment, net, and the foreign currency translation adjustment in accumulated other comprehensive
income (loss).
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NOTE 6. GOODWILL AND INTANGIBLE ASSETS

Goodwill —

The carrying amount of goodwill by business segment was as follows:
December 31,

(In millions) 2005 2004

Energy Production Systems $ 83.1 $ 81.5

Energy Processing Systems 10.7 10.7

Subtotal Energy Systems 93.8 92.2

FoodTech 14.8 15.6

Airport Systems 8.8 9.0

Total goodwill $ 117.4 $ 116.8

Certain of the Company’s goodwill balances are subject to foreign currency translation adjustments.

The Company performs annual testing for impairment as required under SFAS No. 142. Impairment losses are calculated at the reporting
unit level, and represent the excess of the carrying value of reporting unit goodwill over its implied fair value. The implied fair value of
goodwill is determined by a two-step process. The first compares the fair value of the reporting unit (measured as the present value of
expected future cash flows) to its carrying amount. If the fair value of the reporting unit is less than its carrying amount, a second step is
performed. In this step, the fair value of the reporting unit is allocated to its assets and liabilities to determine the implied fair value of
goodwill, which is used to measure the impairment loss.

In connection with the evaluation prepared in the fourth quarter of 2004, the Company recorded a non-cash goodwill impairment charge
of $6.5 million ($6.1 million after tax) that eliminated all remaining goodwill associated with the blending and transfer product line in the
Energy Processing Systems business segment. The evaluation, which was prepared using the methodology described above, indicated
that the net book value of the blending and transfer unit exceeded its estimated fair value. Blending and transfer experienced a lack of
inbound orders for a sustained period of time, in part due to the volatility of oil and gas prices, which reduced the willingness of oil com-
panies to invest capital to upgrade existing blending facilities or to invest in new blending capacity.

Intangible assets — The components of intangible assets were as follows:

December 31,

2005 2004

Gross  Gross
carrying Accumulated carrying Accumulated

(In millions) amount amortization amount amortization

Customer lists $ 30.6 $ 7.5 $ 31.1 $ 6.4

Patents and acquired technology 45.3 21.5 52.4 21.1

Trademarks 18.9 5.4 20.4 5.2

Other 1.3 0.6 1.9 1.1

Total intangible assets $ 96.1 $ 35.0 $ 105.8 $ 33.8

All of the Company’s acquired identifiable intangible assets are subject to amortization and, where applicable, foreign currency translation
adjustments. The Company recorded $4.9 million, $4.8 million and $3.8 million in amortization expense related to acquired intangible
assets during the years ended December 31, 2005, 2004 and 2003, respectively. During the years 2006 through 2010, annual amortization
expense is expected to be approximately $5 million.

NOTE 7. ALLOWANCE FOR CONTRACT LOSS

FMC Technologies Floating Systems, Inc., a subsidiary of FMC Technologies, entered into a $252 million contract to supply an offshore oil
loading system to Sonatrach-TRC, the Algerian Oil and Gas Company (“Sonatrach”) in 2002. In 2004, the Company recorded losses of
$21.4 million on this project due to increased costs required to complete the project. These increased costs were caused, in part, by
severe storms in November 2004 at the project sites which created significant delays in the execution of the project. This loss was reflect-
ed in the consolidated results for the year ended December 31, 2004.

During 2005, the execution of the project was delayed both by continued adverse weather conditions and by customer caused delays.
Additionally, we experienced problems testing and installing the offshore pipelines and onshore equipment. Consequently, incremental

(In millions)

(In millions)
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costs were incurred and management increased its estimate of the total cost and time required to complete the contract and recorded a
charge of $54.9 million.

Subsequent to December 31, 2005 the Company completed final testing of the installed equipment and received customer acceptance in
accordance with the contract. Under the terms of the contract, Sonatrach is eligible to invoke penalties for late delivery. The customer
acceptance date was beyond the date at which the maximum late penalties could be assessed. The penalties can total a maximum of 10%
of the contract value or $25.2 million ($0.22 reduction in diluted earnings per share if the maximum penalty were to be recorded).
Sonatrach has reserved its rights to assess the late penalties. However, the Company believes that it has contractual defenses against
Sonatrach for the delay based on force majeure weather conditions, customer required work stoppages and other customer caused
delays. Consequently, the Company does not believe the assessment of late penalties is probable.

The Company is currently pursuing claims against Sonatrach related to costs incurred by the Company due to customer work stoppages,
work required beyond the contract scope and other customer caused delays. We have not recognized the value of any potential claims in
these financial statements. No assurances can be provided regarding the timing of the resolution of these claims or that they will be on
terms favorable to the Company. Should the Company and Sonatrach not be able to reach resolution, the contract requires that disputes
be resolved through arbitration before an international tribunal in Paris, France under International Chamber of Commerce rules.

At December 31, 2005 and 2004, current liabilities on the Company’s consolidated balance sheets included $4.5 million and $5.8 million,
respectively, representing the allowance for losses anticipated in completing the remainder of the project. See Note 17 for a description
of a letter of credit issued as a warranty guarantee under the Sonatrach contract.

NOTE 8. DEBT

In April 2004, the Company secured a five-year $250.0 million revolving credit facility maturing April 2009. In November 2005, the
Company amended the credit facility to extend the maturity from April 2009 to November 2010, add two one-year options to extend the
term through 2012, and adjust the fees and margins. Borrowings under the restated credit agreement bear interest at a rate equal to, at
the Company’s option, either (a) a base rate determined by reference to the higher of (1) the agent’s prime rate and (2) the federal funds
rate plus 1/2 of 1% or (b) an interest rate of 55 basis points above the London Interbank Offered Rate (“LIBOR”). The margin over LIBOR
is variable and is determined based on the Company’s debt rating. Among other restrictions, the terms of the credit agreement include
negative covenants related to liens and financial covenants related to debt to earnings ratios and interest coverage ratios.

Available capacity under the credit facility is reduced by outstanding letters of credit associated with the facility, which totaled $16.0 mil-
lion as of December 31, 2005. Unused capacity under the credit facility at December 31, 2005 totaled $234.0 million.

The Company had a five-year $250.0 million revolving credit facility maturing in April 2006, which was terminated in November 2005.
The credit facility carried an effective interest rate of 100 basis points above the one-month LIBOR. There were no borrowings on this
facility as of December 31, 2004.

Additionally, in November 2005, the Company’s wholly owned subsidiary, FMC Technologies B.V. (“Tech BV”), entered into a $370 million
five-year revolving credit agreement maturing in November 2010. The Company guaranteed the obligations of its subsidiary under such
agreement. Borrowings under the credit agreement bear interest at a rate equal to, at Tech BV’s option, either (a) a base rate determined
by reference to the higher of (1) the agent’s prime rate and (2) the federal funds rate plus 1/2 of 1% or (b) an interest rate of 55 basis
points above LIBOR. The margin over LIBOR is variable and is determined based on the Company’s debt rating. In May 2006, the out-
standing borrowings on the facility convert to a term loan, and Tech BV will be required to make interest only payments at least quarterly
and repay the outstanding principal and accrued interest by November 10, 2010. Unused capacity as of the conversion date will be
unavailable for draws after May 2006. Among other restrictions, the terms of the credit agreement include negative covenants related to
liens and financial covenants related to debt to earnings ratios and interest coverage ratios. Borrowings under the credit facility at
December 31, 2005 totaled $231.0 million, with unused capacity of $139.0 million.

The Company’s wholly owned subsidiary, FMC Technologies Canada Corporation, has a Canadian Dollar 20.0 million revolving credit
facility. The facility matures December 31, 2008 and contains financial covenants related to debt to earnings and interest coverage ratios.
Borrowings bear interest at either the Canadian Dollar prime rate or bankers’ acceptance rate. Borrowings under the facility at
December 31, 2005 totaled $11.6 million, with unused capacity of $5.6 million.

The Company is in compliance with all covenants on the revolving credit facilities as of December 31, 2005.

Commercial paper — The Company initiated a commercial paper program in the first quarter of 2003 to provide an alternative vehicle
for meeting short-term funding requirements. Under this program, the Company has the ability to access short-term financing through its
commercial paper dealers up to the unused capacity of the $250.0 million five-year revolving credit facility. Commercial paper borrowings
are issued at market interest rates.

Property financing — In September 2004, the Company entered into agreements for the sale and leaseback of an office building having a
net book value of $8.5 million. Under the terms of the agreement, the building was sold for $9.7 million in net proceeds and leased back
under a 10-year lease. The Company has subleased a portion of this property to a third party under a lease agreement that is being
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accounted for as an operating lease. The Company has accounted for the transaction as a financing transaction, and is amortizing the
related obligation using an effective annual interest rate of 5.37%.

The Company’s future minimum lease payments under the terms of the sale-leaseback were $7.4 million as of December 31, 2005, and
are payable as follows: $0.8 million in each year from 2006 through 2010, and $3.4 million thereafter.

Uncommitted credit — The Company has uncommitted credit lines at many of its international subsidiaries for immaterial amounts. The
Company utilizes these facilities to provide a more efficient daily source of liquidity. The effective interest rates depend upon the local
national market.

Short-term debt and current portion of long-term debt — Short-term debt and current portion of long-term debt consisted of the following:
December 31,

(In millions) 2005 2004

Property financing $ 0.3 $ 0.3

Foreign uncommitted credit facilities 2.9 2.2

Other 0.1 0.2

Total short-term debt and current portion of long-term debt $ 3.3 $ 2.7

Long-term debt — Long-term debt consisted of the following:
December 31,

(In millions) 2005 2004

Revolving credit facilities (1) $ 242.6 $ —

Commercial paper (2) — 149.8

Property financing 9.6 9.9

Other 0.8 1.2

Total long-term debt 253.0 160.9

Less: current portion (0.4) (0.5)

Long-term debt, less current portion $ 252.6 $ 160.4

(1) The borrowings on the Company’s revolving credit facilities are shown as a long-term obligation on the consolidated balance sheet at December 31,

2005 because the Company has both the ability and intent to refinance these obligations on a long-term basis under the respective credit agreements.

(2) Committed credit available under the Company’s five-year revolving credit facilities provided the ability to refinance the Company’s commercial

paper obligations on a long-term basis; therefore, at December 31, 2004, the Company’s total commercial paper borrowings were classified as long-

term on the consolidated balance sheet.

Maturities of total long-term debt as of December 31, 2005, are payable as follows: $0.4 million in 2006, $0.5 million in 2007, $12.0 mil-
lion in 2008, $0.5 million in 2009, $231.5 million in 2010 and $8.1 million thereafter.

Interest rate swaps — As of December 31, 2005, the Company has interest rate swaps related to interest payments on $150.0 million of
its variable rate borrowings on its $370 million revolving credit facility. The effect of these interest rate swaps, which were acquired in
December 2005, is to fix the effective annual interest rate of these variable rate borrowings at 5.25%. The swaps, which mature in
June 2008, were designated as hedges of interest payments. The swaps are accounted for as cash flow hedges and are included at fair
value in other liabilities on the Company’s consolidated balance sheet at December 31, 2005.

In the fourth quarter of 2005, the Company replaced its commercial paper borrowings with draws from its revolving credit facilities. As a
result, the Company removed the hedge relationship for its prior $150.0 million in interest rate swaps on the commercial paper borrow-
ings, which fixed the interest rate at 2.9%. After removing the hedge relationship, the interest rate swaps became ineffective. In
December 2005, the Company sold the interest rate swaps and deferred a gain of $7.7 million on the qualified hedged transaction. The
deferred gain is included in accumulated other comprehensive loss as of December 31, 2005 and will be amortized into interest expense
as interest expense on the underlying debt affects earnings through the maturity of the original swaps in June 2008.

Taking into account the amortization of the deferred gain, the effective interest rate on the $150.0 million of variable rate borrowings
subject to the interest rate swaps will decline from the contractual fixed rate of 5.25% to an annual rate of approximately 3.2% through
June 2008.
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NOTE 9. INCOME TAXES

Domestic and foreign components of income (loss) before income taxes are shown below:

Year Ended December 31,

(In millions) 2005 2004 2003

Domestic $ (52.3) $ 33.5 $ (21.9)

Foreign 214.6 125.5 117.5

Income before income taxes $ 162.3 $ 159.0 $ 95.6

The provision for income taxes consisted of:

Year Ended December 31,

(In millions) 2005 2004 2003

Current:

Federal $ 13.3 $ (6.4) $ —

State 1.0 1.0 —

Foreign 53.6 56.6 23.2

Total current 67.9 51.2 23.2

Deferred:

Increase (decrease) in the valuation allowance for deferred tax assets (1.0) 0.4 (1.5)

Other deferred tax (benefit) expense (10.7) (9.3) 5.0

Total deferred (11.7) (8.9) 3.5

Provision for income taxes $ 56.2 $ 42.3 $ 26.7

Significant components of the Company’s deferred tax assets and liabilities were as follows:
December 31,

(In millions) 2005 2004

Deferred tax assets attributable to:

Reserves for insurance, warranties and other $ 46.7 $ 48.2

Foreign tax credit carryforwards 41.7 20.7

Net operating loss carryforwards 30.9 36.1

Stock-based compensation 19.6 14.9

Accrued pension and other postretirement benefits 17.1 10.2

Inventories 15.5 11.4

Other 0.4 0.4

Deferred tax assets 171.9 141.9

Valuation allowance (16.9) (17.9)

Deferred tax assets, net of valuation allowance 155.0 124.0

Deferred tax liabilities attributable to:

Revenue in excess of billings on contracts accounted for under 

the percentage of completion method 47.7 36.6

Property, plant and equipment, goodwill and other assets 35.1 43.7

Deferred tax liabilities 82.8 80.3

Net deferred tax assets $ 72.2 $ 43.7

At December 31, 2005 and 2004, the carrying amount of net deferred tax assets and the related valuation allowance included the impact
of foreign currency translation adjustments. Included in the Company’s deferred tax assets at December 31, 2005 are U.S. foreign tax
credit carryforwards of $41.7 million, which, if not utilized, will begin to expire after 2012. Realization of these deferred tax assets is
dependent on the generation of sufficient U.S. taxable income prior to the above date. Based on long-term forecasts of operating results,
management believes that it is more likely than not that domestic earnings over the forecast period will result in sufficient U.S. taxable
income to fully realize these deferred tax assets. In its analysis, management has considered the effect of foreign deemed dividends and
other expected adjustments to domestic earnings that are required in determining U.S. taxable income. Foreign earnings taxable to the
Company as dividends, including deemed dividends for U.S. tax purposes, were $474.2 million, $30.8 million, and $30.3 million in 2005,
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2004 and 2003, respectively. The significant increase in the amount of dividends in 2005 compared to 2004 and 2003 is due to the repa-
triation of foreign earnings under the American Jobs Creation Act of 2004 (the “JOBS Act”) in 2005. Also included in deferred tax assets
are tax benefits related to net operating loss carryforwards attributable to foreign entities. Management believes it is more likely than not
that the Company will not be able to utilize certain of these operating loss carryforwards before expiration; therefore, the Company has
established a valuation allowance against the related deferred tax assets.

By country, current and non-current deferred income taxes included in the Company’s consolidated balance sheet at December 31, 2005,
were as follows:

December 31, 2005

Current asset Non-current asset

(In millions) (liability) (liability) Total

United States $ 35.9 $ 89.4 $ 125.3

Norway (42.6) 10.0 (32.6)

Brazil 0.4 (18.8) (18.4)

Other foreign (1.1) (1.0) (2.1)

Net deferred tax assets (liabilities) $ (7.4) $ 79.6 $ 72.2

The effective income tax rate was different from the statutory U.S. federal income tax rate due to the following:

Year Ended December 31,

2005 2004 2003

Statutory U.S. federal income tax rate 35% 35% 35%

Net difference resulting from:

Foreign earnings subject to different tax rates (10) (10) (10)

Tax on foreign intercompany dividends and deemed dividends for tax purposes 19 3 5

Settlement of tax dispute — (4) —

Settlement of IRS audit (3) — —

Adjustment of foreign deferred tax accounts (4) — —

Nondeductible expenses — 1 2

Change in valuation allowance — — (2)

Other (2) 2 (2)

Total difference — (8) (7)

Effective income tax rate 35% 27% 28%

Included in the 2005 provision for income taxes were taxes related to the repatriation of foreign earnings during the fourth quarter of 2005.
The JOBS Act, signed into law on October 22, 2004, created an incentive for U.S. corporations to repatriate earnings of foreign subsidiaries
in 2005 by providing an 85% dividends received deduction for qualifying dividends. In October 2005, the Company completed its analysis of
the JOBS Act, and the Company’s Chief Executive Officer and its Board of Directors approved a plan to repatriate approximately $473 million
of foreign earnings, including $349 million under provisions of the JOBS Act. The Company executed this repatriation plan during the fourth
quarter of 2005 and intends to use the repatriated cash to fund qualifying domestic expenditures relating to the salaries and wages of its
U.S. based workforce, obligations under qualified retirement and welfare benefit plans, and capital expenditures. Accordingly, the Company
recorded income tax expense associated with the plan of approximately $25.5 million in the fourth quarter of 2005.

Also included in the 2005 provision for income taxes is a tax benefit of $5.2 million recorded in the third quarter resulting from the reso-
lution of a U.S. federal income tax audit and a tax benefit of $5.4 million recorded in the fourth quarter resulting from the correction of
an immaterial error related to accounting for deferred taxes.

For tax years prior to 2002, the operations of the Company and its subsidiaries were included in the federal consolidated, as well as certain
state and foreign, tax returns of FMC Corporation. Pursuant to the terms of a Tax Sharing Agreement between the Company and FMC
Corporation, the Company and its subsidiaries are liable for all taxes for tax years prior to 2002 that are related to its operations, computed
as if the Company and its subsidiaries were a separate group filing its own tax returns for such periods. The Tax Sharing Agreement pro-
vides that the Company and FMC Corporation will make payments between them as appropriate in order to properly allocate the group’s
tax liabilities for pre-2002 tax periods.
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FMC Corporation’s federal income tax returns for years through 2001 have been examined by the Internal Revenue Service and are closed for
federal income tax purposes. Management believes that adequate provision for income taxes has been made for remaining open tax years.

U.S. income taxes have not been provided on undistributed earnings of foreign subsidiaries. The cumulative balance of these undistrib-
uted earnings was $131.3 million at December 31, 2005. It is not practicable to determine the amount of applicable taxes that would be
incurred if any of these earnings were repatriated.

NOTE 10. RESERVE FOR DISCONTINUED OPERATIONS

The reserve for discontinued operations amounted to $6.1 million and $6.9 million at December 31, 2005 and 2004, respectively, and rep-
resents the Company’s estimate of its liability for claims associated with equipment manufactured by FMC Corporation’s discontinued
machinery businesses, as defined in the Separation and Distribution Agreement (Note 15). Among the discontinued businesses are the
construction equipment group and the power control, beverage, marine and rail divisions.

There were no increases to the reserve for discontinued operations during the three-year period ended December 31, 2005. Payments
amounted to $0.8 million, $5.9 million and $5.2 million for the years ended December 31, 2005, 2004 and 2003, respectively, and were
related to product liability claims, insurance premiums and fees for claims administration. The product liability claims were primarily
associated with cranes that were manufactured by the construction equipment group.

The Company is self insured against product liability risk for its discontinued operations, but maintains insurance coverage that limits its
exposure to $2.75 million per individual product liability claim.

It is possible that the Company’s liability associated with discontinued operations could differ from the recorded reserve. The Company
cannot predict with certainty the outcome of legal proceedings or amounts of future cash flows; however, it believes that the costs associ-
ated with the resolution of all liabilities related to discontinued operations will not result in a material adverse effect on the Company’s
consolidated financial position or results of operations.

The cash flow statement has been revised to clarify that all cash required by discontinued operations were related solely to operating
activities.

NOTE 11. PENSIONS AND POSTRETIREMENT AND OTHER BENEFIT PLANS

The Company has funded and unfunded defined benefit pension plans that together cover substantially all of its U.S. employees. The
plans provide defined benefits based on years of service and final average salary. Foreign-based employees are eligible to participate in
Company-sponsored or government-sponsored benefit plans to which the Company contributes. One of the foreign defined benefit pen-
sion plans sponsored by the Company provides for employee contributions; the remaining plans are noncontributory.

The Company has other postretirement benefit plans covering substantially all of its U.S. employees who were hired prior to January 1,
2003. The postretirement health care plans are contributory; the postretirement life insurance plans are noncontributory.

Effective January 1, 2003, the Company’s benefit obligation under the postretirement health care plan was fully capped at the 2002 bene-
fit level, and additional changes to other postretirement benefits were adopted. These changes resulted in a reduction in the annual bene-
fit cost of $2.2 million for 2003. In September 2005, the Company adopted changes to the plan design and cost sharing structure for its
pre-65 and post-65 retiree healthcare plans and integration of the Medicare Part D prescription drug component into its post-65 retiree
healthcare plan. These changes, which will be effective on January 1, 2006, resulted in a reduction in the benefit obligation of $9.9 million
and the annual benefit cost of $0.6 million in 2005 and $1.9 million in 2006.

The Company has adopted the provisions of SFAS No. 87, “Employers’ Accounting for Pensions,” for its domestic pension plans as well as
for many of its non-U.S. plans, including those covering employees in the United Kingdom, Norway, Germany, France, Sweden and
Canada. Beginning in 2004, the Company included the plans covering employees in Sweden and France in its pension disclosures. The
opening projected benefit obligation for the plans in Sweden and France of $12.5 million is reflected in the plan transition caption of the
December 31, 2004 funded status table. Pension expense measured in compliance with SFAS No. 87 for the other non-U.S. pension plans
is not materially different from the locally reported pension expense. The locally reported pension expense for the other non-U.S. plans
amounted to $5.5 million, $4.2 million and $3.7 million for 2005, 2004 and 2003, respectively.

The Company uses a December 31 measurement date for the majority of its defined benefit pension and other postretirement benefit plans.
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The funded status of the Company’s U.S. qualified and nonqualified pension plans, certain foreign pension plans and U.S. postretirement
health care and life insurance benefit plans, together with the associated balances recognized in the Company’s consolidated financial
statements as of December 31, 2005 and 2004, were as follows:

Other
postretirement

Pensions benefits

(In millions) 2005 2004 2005 2004

Accumulated benefit obligation $ 639.2 $ 564.2

Projected benefit obligation at January 1 $ 656.9 $ 561.4 $ 34.3 $ 37.1
Service cost 26.0 22.8 0.5 0.6
Interest cost 36.9 35.1 1.6 2.1
Actuarial (gain) loss 60.1 28.4 (4.0) (2.1)
Amendments 0.2 — (9.9) —
Plan transition — 12.5 — —
Foreign currency exchange rate changes (23.6) 13.7 — —
Plan participants’ contributions 1.7 1.6 3.4 3.1
Benefits paid (18.5) (18.6) (4.8) (6.5)

Projected benefit obligation at December 31 739.7 656.9 21.1 34.3

Fair value of plan assets at January 1 567.2 469.6 — —
Actual return on plan assets 65.1 59.5 — —
Foreign currency exchange rate changes (17.8) 10.9 — —
Company contributions 32.5 44.2 1.4 3.4
Plan participants’ contributions 1.7 1.6 3.4 3.1
Benefits paid (18.5) (18.6) (4.8) (6.5)

Fair value of plan assets at December 31 630.2 567.2 — —

Funded status of the plans (liability) (109.5) (89.7) (21.1) (34.3)
Unrecognized actuarial loss 148.5 120.6 1.0 4.9
Unrecognized prior service cost (income) 1.9 2.7 (17.0) (9.2)
Unrecognized transition asset (3.9) (4.7) — —

Net amounts recognized in the consolidated balance sheets at December 31 $ 37.0 $ 28.9 $ (37.1) $ (38.6)

Accrued pension and other postretirement benefits 0.1 (10.7) (37.1) (38.6)
Other assets 0.5 0.7 — —
Accumulated other comprehensive loss 36.4 38.9 — —

Net amounts recognized in the consolidated balance sheets at December 31 $ 37.0 $ 28.9 $ (37.1) $ (38.6)

Plans with underfunded or non-funded projected benefit obligation:
Aggregate projected benefit obligation $ 736.0 $ 653.4 $ 21.1 $ 34.3
Aggregate fair value of plan assets $ 626.0 $ 563.3 — —

Plans with underfunded or non-funded accumulated benefit obligation:
Aggregate accumulated benefit obligation $ 191.4 $ 175.1
Aggregate fair value of plan assets $ 135.8 $ 114.6

The table below summarizes the changes, on a pre-tax basis, in the gross minimum pension liability included in other comprehensive loss:

Year Ended December 31,

(In millions) 2005 2004 2003

Increase (decrease) in minimum pension liability $ (2.5) $ 2.8 $ (20.6)

In 2005, $3.4 million of the decrease in minimum pension liability is attributable to foreign currency translation.
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The following table summarizes the components of net periodic benefit cost:

Other
postretirement

Pensions benefits

(In millions) 2005 2004 2003 2005 2004 2003

Components of net annual benefit cost:
Service cost $ 26.0 $ 22.8 $ 18.6 $ 0.5 $ 0.6 $ 0.7
Interest cost 36.9 35.1 30.8 1.6 2.1 2.2
Expected return on plan assets (45.5) (40.4) (35.0) — — —
Amortization of transition asset (0.5) 1.0 (0.5) — — —
Amortization of prior service cost (benefit) 0.8 1.0 1.0 (2.0) (1.6) (2.2)
Recognized net loss 6.0 5.7 3.0 (0.1) 0.2 0.4

Net annual benefit cost $ 23.7 $ 25.2 $ 17.9 $ — $ 1.3 $ 1.1

Key assumptions — The following weighted-average assumptions were used to determine the benefit obligations:

Other
postretirement

Pensions benefits

2005 2004 2005 2004

Discount rate 5.46% 5.82% 5.80% 6.00%
Rate of compensation increase 3.58% 3.94% — —

The weighted average discount rate for pensions declined from 5.82% in 2004 to 5.46% in 2005, which increased the projected benefit
obligation by $47.2 million. The decrease in the weighted average discount rate resulted primarily from reductions in the discount rates
used in determining the pension benefits for the U.K. and U.S. plans. The discount rate used for determining the U.K. pension benefit
obligations decreased from 5.50% in 2004 to 4.75% in 2005, increasing the projected benefit obligation by $25.4 million. Similarly, the
discount rate used in determining U.S. pension benefit obligations decreased from 6.00% in 2004 to 5.80% in 2005, which raised the
projected benefit obligation by $14.0 million. In the prior year, the discount rate for the U.S. plans was reduced from 6.25% in 2003,
causing a $16.8 million increase in the projected benefit obligation.

The following weighted-average assumptions were used to determine net periodic benefit cost:

Other
postretirement

Pensions benefits

2005 2004 2003 2005 2004 2003

Discount rate 5.82% 6.06% 6.51% 6.00% 6.25% 6.75%
Rate of compensation increase 3.94% 3.91% 3.96% — — —
Expected rate of return on plan assets 8.56% 8.57% 8.58% — — —

Prior service costs are amortized on a straight-line basis over the average remaining service period of employees eligible to receive
benefits under the plan.

The Company’s estimate of expected rate of return on plan assets is based primarily on the historical performance of plan assets, current
market conditions and long-term growth expectations. Actual asset returns have been 10.7%, 11.8% and 22.8% for the years 2005, 2004
and 2003, respectively. On trailing five-year and ten-year bases, actual returns on plan assets have exceeded the expected rates of return.

In 2003, the weighted average expected rate of return on plan assets was reduced from 9.15% to 8.58% to reflect current market conditions,
which increased the 2003 net annual benefit cost by $2.0 million. The change in the expected rate of return on plan assets was driven by the
rate used in determining U.S. periodic benefit cost, which decreased from 9.25% in 2002 to 8.75% in 2003. Fluctuations in the expected rate
of return on plan assets in 2004 and 2005 did not have a material impact on the periodic benefit cost recognized.

For measurement purposes, 10% and 12% increases in the per capita cost of health care benefits for pre-age 65 retirees and post-age 65
retirees are assumed for 2006. The rates of increase are forecast to decrease gradually to 5% in 2011 and remain at that level thereafter.
Assumed health care cost trend rates will not have an effect on the amounts reported for the postretirement health care plan since the
Company’s benefit obligation under the plan was fully capped at the 2002 benefit level. Accordingly, a one percentage point change in
the assumed health care cost trend rates would not have a significant effect on total service and interest costs or on the Company’s
postretirement health care obligation under this plan.
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The Medicare Prescription Drug, Improvement and Modernization Act of 2003 (the “Medicare Act”) was signed into law on December 8,
2003. The Medicare Act introduced a prescription drug benefit under Medicare (“Medicare Part D”) as well as a federal subsidy to
sponsors of retiree health care benefit plans that provide a prescription drug benefit that is at least actuarially equivalent to Medicare
Part D. In the first quarter of 2005, the Company completed its evaluation of the benefits provided by the plan and concluded that the
benefits are not actuarially equivalent to those under Medicare Part D. Therefore, the reported net periodic benefit cost does not reflect
any amount associated with the federal subsidy. In September 2005, the Company amended its retiree health program to coordinate with
the new Medicare prescription drug program for our retirees over the age of 65.

Plan assets — The Company’s pension plan asset allocation, by asset category, was as follows:

December 31,

(Percent of plan assets) 2005 2004

Equity securities 84.9% 82.8%
Debt securities 0.3 3.5
Insurance contracts 7.6 7.8
Cash 6.9 4.4
Other 0.3 1.5

Total 100.0% 100.0%

The Company’s pension investment strategy emphasizes maximizing returns, consistent with ensuring that sufficient assets are available
to meet liabilities, and minimizing corporate cash contributions. Investment managers are retained to invest 100% of discretionary funds
and are provided a high level of freedom in asset allocation. Targets include: performing in the top quartile of all large U.S. pension plans
and obtaining an absolute rate of return at least equal to the discount rate used to value plan liabilities.

Contributions — The Company expects to contribute approximately $14 million to its pension plans in 2006. The pension contributions
will be for the U.K. and Norway qualified pension plans. All of the contributions are expected to be in the form of cash. In 2005 and
2004, the Company contributed $32.5 million and $44.2 million to the pension plans, respectively, which included $15.0 million and 
$30.0 million, respectively, to the U.S. qualified pension plan.

Estimated future benefit payments — The following table summarizes expected benefit payments from the Company’s various pension
and postretirement benefit plans through 2015. Actual benefit payments may differ from expected benefit payments.

Other
postretirement

(In millions) Pensions benefits

2006 $ 23.0 $ 2.8
2007 24.8 2.9
2008 26.3 3.0
2009 28.9 3.0
2010 30.4 3.1
2011-2015 191.0 15.7

Savings Plans — The FMC Technologies, Inc. Savings and Investment Plan, a qualified salary reduction plan under Section 401(k) of the
Internal Revenue Code, is a defined contribution plan. Additionally, the Company has a non-qualified deferred compensation plan, the
FMC Technologies, Inc. Non-Qualified Savings and Investment Plan (“Non-Qualified Plan”), which allows certain highly compensated
employees the option to defer the receipt of a portion of their salary. Participants earn a return based on hypothetical investments in the
same options as the Company’s 401(k) plan, including Company stock. Changes in the market value of these participant investments are
reflected as an adjustment to the deferred compensation liability with an offset to compensation expense. As of December 31, 2005 and
2004, the Company’s liability for the Non-Qualified Plan was $20.4 million and $15.9 million, respectively, and was recorded in other non-
current liabilities. The Company makes no contributions to the deferred compensation plan but hedges the financial impact of changes in
the participants’ hypothetical investments by purchasing similar investments. With the exception of Company stock, which is maintained
at its cost basis, changes in the fair value of these investments are recognized as an offset to compensation expense. As of December 31,
2005 and 2004, the Company had investments for the Non-Qualified Plan totaling $14.9 million and $12.4 million, respectively, at fair
market value and Company stock held in trust of $3.6 million and $2.4 million, respectively, at its cost basis.

The Company recognized expense of $11.1 million, $9.7 million and $8.0 million, for matching contributions to these plans in 2005, 2004
and 2003, respectively.
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NOTE 12. STOCK-BASED COMPENSATION

The Company sponsors a share based compensation plan, which is described below, and has granted awards primarily in the form of
stock options and nonvested stock awards (also known as restricted stock in the plan document). In each of the last three years, the
Company has recognized compensation expense for awards under the plan and the corresponding income tax benefits related to the
expense. The recorded amounts for each of the years in the three year period ended December 31, 2005 are as follows:

(In millions) 2005 2004 2003

Stock options $ 3.7 $ 5.0 $ 11.0
Restricted stock 12.0 6.8 3.5
Other 0.8 0.5 0.7

Total stock-based compensation expense $ 16.5 $ 12.3 $ 15.2

Income tax benefits related to stock-based compensation expense $ 6.4 $ 4.8 $ 5.9

Stock-based compensation expense is recognized over the service period designated in each award. As of December 31, 2005, a portion of
the stock-based compensation expense related to outstanding awards remains to be recognized in future periods. The compensation
expense related to nonvested awards yet to be recognized totaled $18.8 million and $1.4 million for restricted stock and stock options,
respectively. These costs are expected to be recognized over a weighted average period of 1.5 years for restricted stock and 1 year for
stock options.

Incentive Compensation and Stock Plan — The FMC Technologies, Inc. Incentive Compensation and Stock Plan (the “Plan”) provides cer-
tain incentives and awards to officers, employees, directors and consultants of the Company or its affiliates. The Plan allows the Board of
Directors of the Company (the “Board”) to make various types of awards to non-employee directors and the Compensation Committee
(the “Committee”) of the Board to make various types of awards to other eligible individuals.

Awards include management incentive awards, common stock, stock options, stock appreciation rights, restricted stock and stock units.
All awards are subject to the Plan’s provisions.

An aggregate of 16.5 million shares of the Company’s common stock are authorized to be granted to participants in the Plan, subject to a
maximum of 8.0 million shares for grants of restricted stock, common stock and stock units. Of the 16.5 million shares, 4.5 million shares
were allocated to satisfy awards previously granted by FMC Corporation that were replaced with awards issuable in shares of the
Company’s common stock. At December 31, 2005, approximately 6.9 million shares were available for future grants under the Plan.

Management incentive awards may be awards of cash, common stock options, restricted stock or a combination thereof. Grants of
common stock options may be incentive and/or nonqualified stock options. Under the plan, the exercise price for options cannot be
less than the market value of the Company’s common stock at the date of grant. Options vest in accordance with the terms of the
award as determined by the Committee, which is generally after three years of service, and expire not later than 10 years after the
grant date. Restricted stock grants specify any applicable performance goals, the time and rate of vesting and such other provisions as
determined by the Committee. Restricted stock grants generally vest after three to four years of service and provide for accelerated
vesting if a participant reaches retirement age prior to the scheduled vesting date. Additionally, awards vest immediately upon a
change of control as defined in the Plan agreement. A change of control is deemed to have occurred if (i) an individual or group
acquires 20% or more of the then outstanding stock of the Company, (ii) a sale or other disposition of all or substantially all of the
Company’s assets is consummated, (iii) a reorganization or merger is completed resulting in the shareholders immediately prior to the
transaction holding 60% or less of the shares of the newly created corporation or (iv) a majority of the Board of Directors is replaced
by means of an election contest or solicitation of proxies.

Stock-based compensation awards to non-employee directors consist of stock units, restricted stock and common stock options. Awards
generally vest on the date of the Company’s annual stockholder meeting following the date of grant. Stock options are not exercisable, and
restricted stock and stock units are not issued, until a director ceases services to the Board. At December 31, 2005, outstanding awards to
active and retired non-employee directors included approximately 17 thousand vested stock options and 154 thousand stock units.

Restricted Stock — The Company measures compensation cost on restricted stock awards based on the market price at the grant date
and the number of shares awarded. The compensation cost for each award is recognized ratably over the applicable service period, 
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after taking into account estimated forfeitures. A summary of the nonvested restricted stock awards as of December 31, 2005 and
changes during the year is presented below:

Weighted- 
average 

(Number of restricted stock shares in thousands) Shares grant date fair value

Nonvested at December 31, 2004 1,037 $ 22.00
Granted 548 $ 33.67
Vested (65) $ 13.00
Forfeited (4) $ 25.60

Nonvested at December 31, 2005 1,516 $ 26.59

The following summarizes values for restricted stock activity in each of the years in the three year period ended December 31, 2005:

2005 2004 2003

Weighted average grant date fair value of restricted stock awards granted $ 33.67 $ 25.80 $ 19.79
Fair value of restricted stock vested (in millions) $ 2.4 $ 3.9 $ 9.0

On January 3, 2006, approximately 190 thousand restricted stock awards vested and were issued to employees.

Stock Options — The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model with
the following weighted-average assumptions used for grants in 2004 and 2003. There were no options granted in 2005.

2004 2003

Risk-free interest rate 3.1% 2.9%
Stock volatility 35.1% 46.8%
Expected life in years 5 5
Expected dividend yield — —

The expected volatility is based on historical information on the Company’s share price as well as data from comparable companies. The
Company incorporated the volatility data from comparable companies because of its limited historical share price information since the
Company’s initial public offering in 2001. Compensation expense on stock options is calculated using the fair value of options, as determined
in the option-pricing model, and the number of options granted, reduced by the estimated forfeitures.

The following shows stock option activity for the year ended December 31, 2005:

Weighted- 
Weighted- average

Shares average remaining Aggregate
under exercise contractual Intrinsic

(Number of stock options in thousands, intrinsic value in millions) option price term Value

Outstanding at December 31, 2004 4,107 $ 19.75
Granted with exercise price equal to fair value — $ —
Exercised (1,150) $ 18.35
Forfeited (8) $ 20.96

Outstanding at December 31, 2005 2,949 $ 20.29 6.0 $ 66.7
Exercisable at December 31, 2005 1,699 $ 19.41 5.0 $ 39.9

The aggregate intrinsic value reflects the value to the option holders, or the difference between the market price as of December 31, 2005
and the exercise price of the option, which would have been received by the option holders had all options been exercised as of that date.
While the intrinsic value is representative of the value to be gained by the option holders, this value is not indicative of compensation
expense recorded by the Company, which is calculated based on the option-pricing model described above.

On January 3, 2006, approximately 800 thousand options became exercisable at a weighted-average exercise price per share of $19.39
with expiration in February 2013.

The following summarizes values for option activity in each of the years in the three year period ended December 31, 2005:

2005 2004 2003

Weighted average grant date fair value of options granted $ — $ 9.07 $ 8.59
Intrinsic value of options exercised (in millions) $ 20.9 $ 27.5 $ 4.4
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NOTE 13. STOCKHOLDERS’ EQUITY

Capital stock — The following is a summary of the Company’s capital stock activity during each of the years in the three-year period
ended December 31, 2005:

Common stock Common
Common held in employee stock held in 

(Number of shares in thousands) stock benefit trust treasury

December 31, 2002 65,530 146 —
Stock awards 875 — —
Net stock purchased for employee benefit trust — 18 —

December 31, 2003 66,405 164 —
Stock awards 2,399 — —
Net stock sold for employee benefit trust — (57) —

December 31, 2004 68,804 107 —
Stock awards 1,202 — —
Treasury stock purchases — — 1,751
Net stock purchased for employee benefit trust — 21 —

December 31, 2005 70,006 128 1,751

The plan administrator of the FMC Technologies, Inc. Non-Qualified Savings and Investment Plan purchases shares of the Company’s
common stock on the open market. Such shares are placed in a trust owned by the Company.

At December 31, 2005, approximately 11.5 million shares of unissued common stock were reserved for future and existing stock awards.

The Company has been authorized by its Board of Directors to repurchase up to two million shares of its issued and outstanding common
stock. In February 2005, the Company announced plans to begin repurchasing shares. Of the two million shares authorized, the Company
repurchased 1,750,856 shares for $63.9 million in the year ended December 31, 2005. In February 2006, the Board of Directors approved
the repurchase of an additional five million shares of the Company’s issued and outstanding common stock. The Company intends to hold
repurchased shares in treasury for general corporate purposes, including issuances under its employee stock plans. The treasury shares are
accounted for using the cost method.

No cash dividends were paid on the Company’s common stock in 2005, 2004 or 2003. The amount of cash dividends the Company would
be permitted to declare is subject to restriction under certain circumstances in accordance with the Company’s credit facilities.

On June 7, 2001, the Board of Directors of the Company declared a dividend distribution to each recordholder of common stock of one
Preferred Share Purchase Right for each share of common stock outstanding at that date. Each right entitles the holder to purchase,
under certain circumstances related to a change in control of the Company, one one-hundredth of a share of Series A junior participating
preferred stock, without par value, at a price of $95 per share (subject to adjustment), subject to the terms and conditions of a Rights
Agreement dated June 5, 2001. The rights expire on June 6, 2011, unless redeemed by the Company at an earlier date. The redemption
price of $0.01 per right is subject to adjustment to reflect stock splits, stock dividends or similar transactions. The Company has reserved
800,000 shares of Series A junior participating preferred stock for possible issuance under the agreement.

Accumulated other comprehensive income (loss) — Accumulated other comprehensive income (loss) consisted of the following:

December 31,

(In millions) 2005 2004

Cumulative foreign currency translation adjustments $ (85.6) $ (48.2)
Cumulative deferral of hedging gains, net of tax 4.2 7.7
Cumulative minimum pension liability adjustments, net of tax (27.1) (26.6)
Unrealized gain on available-for-sale investment, net of tax — 6.1

Accumulated other comprehensive loss $ (108.5) $ (61.0)

NOTE 14. DERIVATIVE FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Derivative financial instruments — The Company uses derivative instruments to manage its foreign exchange and interest rate risk.
Company policy allows for the use of derivative financial instruments only for identifiable exposures and, therefore, the Company does
not enter into derivative instruments for trading purposes where the objective is to generate profits. At December 31, 2005 and 2004,
derivative financial instruments consisted primarily of foreign currency forward contracts and interest rate swap contracts.

With respect to foreign currency exchange rate risk, the Company’s objective is to limit potential volatility in functional currency based
earnings or cash flows from foreign currency exchange rate movements. The Company’s foreign currency exposures arise from
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transactions denominated in a currency other than an entity’s functional currency, primarily in connection with anticipated purchases and
sales, and the settlement of receivables and payables. The primary currencies to which the Company is exposed include the Norwegian
krone, the British pound, the Singapore dollar, the Euro, the Swedish krona, the Brazilian real and the U.S. dollar.

Transaction gains and losses that arise from exchange rate fluctuations on transactions denominated in a currency other than the functional
currency are included in the results of operations as incurred. Foreign currency transaction gains and losses included in determining net
income were $6.1 million loss, $3.4 million gain, and $0.9 million gain in the years ended December 31, 2005, 2004, and 2003, respectively.

Derivative contracts are executed centrally from the Company’s corporate office, except in certain emerging markets where local trading is
more efficient. For anticipated transactions, the Company enters into external derivative contracts which correlate with each documented
exposure in terms of currency and maturity, and the amount of the contract does not exceed the amount of the exposure being hedged. For
foreign currency exposures recorded on the Company’s consolidated balance sheet, such as accounts receivable or payable, the Company
evaluates and monitors consolidated net exposures, and ensures that external derivative financial instruments correlate with that net
exposure in all material respects.

With respect to interest rate risk, the Company’s objective is to limit its exposure to fluctuations in market interest rates related to debt. To
meet this objective, management enters into interest rate swap agreements, which either change the variable cash flows on debt obligations
to fixed cash flows or vice versa. The Company continually assesses interest rate cash flow risk by monitoring changes in interest rate
exposures that may adversely impact expected future cash flows attributable to the Company’s outstanding or forecasted debt obligations.

The following table summarizes the fair value of derivative instruments the Company had recognized in its consolidated balance sheets
as of December 31, 2005 and 2004. These fair values reflect the estimated net amounts that the Company would receive or pay if it ter-
minated the contracts at the reporting date based on quoted market prices of comparable contracts at those dates.

Foreign currency exchange Interest rate swap 
contracts agreements 

December 31, December 31,

(In millions) 2005 2004 2005 2004

Other current assets $ 15.0 $ 37.6 $ — $ —

Other assets $ 6.6 $ 2.8 $ — $ 5.2

Other current liabilities $ 14.6 $ 27.9 $ — $ —

Other liabilities $ 7.9 $ 3.2 $ — $ —

At December 31, 2005, the net fair value of derivative instruments held on the balance sheet was $0.9 million loss. Cash flow hedges
accounted for $3.0 million in net liabilities, while all other derivative instruments accounted for $2.1 million in net assets. The mark-to-market
changes in cash flow hedges are deferred until the underlying hedged transactions are executed and are included in other comprehensive
income (loss) on the consolidated balance sheets. The deferred gains, net of income taxes, included in accumulated other comprehensive loss
totaled $4.2 million and $7.7 million at December 31, 2005 and 2004, respectively. Mark-to-market changes of all other derivative instruments
are recorded in cost of sales on the consolidated statements of income and offset the mark-to-market changes of the underlying exposures.
At December 31, 2005, of the net deferred hedging gain of $4.2 million, $0.4 million is expected to be recognized in earnings during the
twelve months ending December 31, 2006, at the time the underlying hedged transactions are realized, and a net gain of $3.8 million is
expected to be recognized at various times from January 1, 2007 through 2012.

Hedge ineffectiveness and the portion of derivative gains or losses excluded from assessments of hedge effectiveness related to the
Company’s outstanding cash flow hedges, amounted to approximately $1.1 million loss, $0.6 million gain and $0.6 million gain, respectively,
for the years ended December 31, 2005, 2004 and 2003. These amounts were included in cost of sales on the Company’s statements of
income.

Fair value disclosures — The carrying amounts of cash and cash equivalents, trade receivables, accounts payable, short-term debt,
commercial paper, and debt associated with revolving credit facilities, as well as amounts included in other current assets and other
current liabilities that meet the definition of financial instruments, approximate fair value because of their short-term maturities.
Investments and derivative financial instruments are carried at fair value, determined using available market information.

Credit risk — By their nature, financial instruments involve risk, including credit risk for non-performance by counterparties. Financial
instruments that potentially subject the Company to credit risk primarily consist of trade receivables and derivative contracts. The
Company manages its credit risk on financial instruments by dealing with financially secure counterparties, requiring credit approvals
and credit limits, and monitoring counterparties’ financial condition. The Company’s maximum exposure to credit loss in the event of
non-performance by the counterparty is limited to the amount drawn and outstanding on the financial instrument. Allowances for losses
are established based on collectibility assessments.
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NOTE 15. RELATED PARTY TRANSACTIONS

FMC Corporation — FMC Technologies was a subsidiary of FMC Corporation until the distribution of FMC Technologies’ common stock
by FMC Corporation, which was completed on December 31, 2001.

In June 2001, FMC Corporation contributed to the Company substantially all of the assets and liabilities of the businesses that comprise
FMC Technologies (the “Separation”). FMC Technologies and FMC Corporation entered into certain agreements which defined key
provisions related to the Separation and the ongoing relationship between the two companies after the Separation. These agreements
included a Separation and Distribution Agreement (“SDA”) and a Tax Sharing Agreement, which provided that FMC Technologies and
FMC Corporation would make payments between them as appropriate to properly allocate tax liabilities for pre-Separation periods.

As parties to the SDA, FMC Corporation and FMC Technologies each indemnify the other party from liabilities arising from their respective
businesses or contracts, from liabilities arising from breach of the SDA, from certain claims made prior to the spin-off of the Company
from FMC Corporation, and for claims related to discontinued operations (Note 17).

During 2004, the Company received $6.9 million from FMC Corporation as a result of a judgment in a tax dispute that arose in connec-
tion with the Separation.

MODEC International LLC and MODEC, Inc. — Until 2004, the Company was a partner in the MODEC International LLC joint venture.
MODEC, Inc., the parent of the Company’s joint venture partner in MODEC International LLC, completed an initial public offering of
approximately 11% of its common stock on the Tokyo Stock Exchange in July 2003. Beginning in May 2004, the Company had an annual
right to convert its joint venture interest in MODEC International LLC into shares of common stock of MODEC, Inc., or, at MODEC, Inc.’s
option, a combination of cash and common stock with total equivalent value. During 2004, the Company elected to exchange its interest
in MODEC International LLC under terms of the joint venture agreement (Note 3). In 2005, the Company sold its investment in MODEC,
Inc. common stock (Note 3).

NOTE 16. WARRANTY OBLIGATIONS

The Company provides for the estimated cost of warranties at the time revenue is recognized and when additional specific obligations are
identified. The obligation reflected in the consolidated balance sheets is based on historical experience by product, and considers failure
rates and the related costs incurred in correcting a product failure. The Company believes its methodology provides a reasonable estimate
of its liability. Warranty cost and accrual information is as follows:

(In millions) 2005 2004

Balance at beginning of year $ 12.7 $ 10.5
Expenses for new warranties 26.0 17.8
Adjustments to existing accruals (0.6) (2.5)
Claims paid (19.0) (13.1)

Balance at end of year $ 19.1 $ 12.7

NOTE 17. COMMITMENTS AND CONTINGENT LIABILITIES

Commitments — The Company leases office space, manufacturing facilities and various types of manufacturing and data processing
equipment. Leases of real estate generally provide for payment of property taxes, insurance and repairs by the Company. Substantially
all leases are classified as operating leases for accounting purposes. Rent expense under operating leases amounted to $38.3 million,
$35.0 million and $30.8 million, in 2005, 2004 and 2003, respectively.

Minimum future rental payments under noncancelable operating leases amounted to approximately $117.2 million as of December 31,
2005, and are payable as follows: $26.9 million in 2006, $20.9 million in 2007, $17.5 million in 2008, $14.4 million in 2009, $13.8 million
in 2010 and $23.7 million thereafter. Minimum future rental payments to be received under noncancelable subleases totaled $5.8 million
at December 31, 2005.

Under the terms of the CDS acquisition (Note 3), the Company committed to purchase the remaining 45% ownership interest in CDS in
2009 at a purchase price of slightly less than 6.5 times the average of 45% of CDS’ 2007 and 2008 earnings before interest expense,
income taxes, depreciation and amortization. The Company intends to account for the purchase of the remaining 45% ownership interest
in CDS under the purchase method.

Contingent liabilities associated with guarantees — In the ordinary course of business with customers, vendors and others, the Company
issues standby letters of credit, performance bonds, surety bonds and other guarantees. These financial instruments, which totaled
approximately $484 million at December 31, 2005, represented guarantees of the Company’s future performance. The Company had also
provided approximately $63 million of bank guarantees and letters of credit to secure existing financial obligations of the Company. The
majority of these financial instruments expire within two years; the Company expects to replace them through the issuance of new or the
extension of existing letters of credit and surety bonds.

At December 31, 2005 and 2004, the Company has guarantees relating to third party financial obligations of approximately $0.4 million
and $2.0 million, respectively. At December 31, 2004, the third party financial obligations included a $1.5 million guarantee issued by the
Company for the debt of one of its customers. This guarantee expired in 2005.
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The Company was primarily liable for an Industrial Development Revenue Bond payable to Franklin County, Ohio, until the obligations
under the bond were assigned to a third party when the Company sold the land securing the bond. At December 31, 2005, the maximum
potential amount of undiscounted future payments that the Company could be required to make under this bond is $3.9 million through
final maturity in October 2009. Should the Company be required to make any payments under the bond, it may recover the property from
the current owner, sell the property and use the proceeds to satisfy its payments under the bond. Management believes that proceeds from
the sale of the property would cover a substantial portion of any potential future payments required.

The Company’s management believes that the ultimate resolution of its known contingencies will not materially affect the Company’s
consolidated financial position or results of operations. However, it is possible that one of its customers, Sonatrach, may draw up to
$12.6 million on an unconditional letter of credit for warranty obligations that the Company established with one of its lenders in con-
junction with a recently completed long-term contract (see Note 7). The warranty obligations expire in February 2007.

Contingent liabilities associated with legal matters — The Company and FMC Corporation, its former parent, are named defendants in a
number of multi-defendant, multi-plaintiff tort lawsuits. Under the SDA entered into between FMC Corporation and the Company during
the spin-off of the Company from FMC Corporation in 2001, FMC Corporation is required to indemnify the Company for certain claims
made prior to the spin-off, as well as for other claims related to discontinued operations. The Company expects that FMC Corporation will
bear responsibility for the majority of these claims. Certain claims have been asserted subsequent to the spin-off. While the ultimate
responsibility for certain of these claims cannot yet be determined due to lack of identification of the products or premises involved, the
Company also expects that FMC will bear responsibility for a majority of these claims.

In February 2003, the Company initiated court action in the Judicial District Court in Harris County, Texas, against ABB Lummus Global,
Inc. (“ABB”), seeking recovery of scheduled payments owed and compensatory, punitive and other damages. In 2004, this matter was
removed to federal court pursuant to a motion by ABB. In January 2006, the United States District Court for the Southern District of
Texas dismissed the claim providing that court with subject matter jurisdiction and remanded the matter to state court. A state court trial
date has not yet been established.

While the results of litigation cannot be predicted with certainty, management believes that the most probable, ultimate resolution of
these matters will not have a material adverse effect on the Company’s consolidated financial position or results of operations.

The Company participated in the United Nation’s Oil for Food Program beginning in 1999 and extending into the first half of 2003. On
October 27, 2005, the Independent Inquiry Committee into The United Nations Oil for Food Programme (“the Committee”) issued its
final substantive report illustrating the manner in which Iraq manipulated the program to derive illicit payments from companies that
obtained oil and humanitarian goods contracts. The Committee’s report identifies over 2,300 companies as being allegedly involved in
contracts where an aggregate of approximately $1.8 billion in alleged illicit payments might have occurred. One of the Company’s non-
U.S. subsidiaries is listed in the report because it is associated with contracts of approximately $1.0 million and alleged illicit payments of
$57 thousand. The Company has cooperated fully with the UN, and the Company has thoroughly investigated its participation in the UN
program. Our investigation revealed that no Company employee knew of or approved any such illicit payment by the Company, its sales
agent, or any other party and has concluded that there is no Company violation with respect to its participation in the program.

NOTE 18. BUSINESS SEGMENTS

The Company’s determination of its four reportable segments was made on the basis of its strategic business units and the commonalities
among the products and services within each segment, and corresponds to the manner in which the Company’s management reviews and
evaluates operating performance. The Company has combined certain similar operating segments that meet applicable criteria established
under SFAS No. 131, “Disclosures about Segments of an Enterprise and Related Information.”

The Company’s reportable segments are:

• Energy Production Systems - designs and manufactures systems and provides services used by oil and gas companies involved in
land and offshore, particularly deepwater, exploration and production of crude oil and gas.

• Energy Processing Systems - designs, manufactures and supplies technologically advanced high pressure valves and fittings for oil-
field service customers; also manufactures and supplies liquid and gas measurement and transportation equipment and systems to
customers involved in the production, transportation and processing of crude oil, natural gas and petroleum-based refined products.

• FoodTech - designs, manufactures and services technologically sophisticated food processing and handling systems used for, among
other things, fruit juice production, frozen food production, shelf-stable food production and convenience food preparation by the
food industry.

• Airport Systems - designs, manufactures and services technologically advanced equipment and systems primarily for commercial
airlines, air freight companies, and airports.

Total revenue by segment includes intersegment sales, which are made at prices approximating those that the selling entity is able to
obtain on external sales. Segment operating profit is defined as total segment revenue less segment operating expenses. The following
items have been excluded in computing segment operating profit: corporate staff expense, net interest income (expense) associated with
corporate debt facilities and investments, income taxes, and other expense, net.



Segment revenue and segment operating profit

Year Ended December 31,

(In millions) 2005 2004 2003

Revenue:
Energy Production Systems $ 1,850.2 $ 1,487.8 $ 1,136.2

Energy Processing Systems 521.8 493.3 431.7

Intercompany eliminations (3.0) (10.7) (2.8)

Subtotal Energy Systems 2,369.0 1,970.4 1,565.1

FoodTech 539.2 525.8 524.7

Airport Systems 327.3 279.8 224.1

Intercompany eliminations (8.8) (8.3) (6.8)

Total revenue $    3,226.7 $ 2,767.7 $ 2,307.1

Income before income taxes:
Segment operating profit:

Energy Production Systems $  75.3 $   71.1 $   66.0

Energy Processing Systems (1) 54.1 27.4 30.3

Subtotal Energy Systems 129.4 98.5 96.3

FoodTech 37.9 36.8 44.0

Airport Systems 23.8 16.0 12.4

Total segment operating profit 191.1 151.3 152.7

Corporate items:

Corporate expense (2) (30.0) (28.3) (24.3)

Other expense, net (3) (27.2) (17.5) (23.9)

Gain on sale of investments (4) 33.9 60.4 —

Net interest expense (5.5) (6.9) (8.9)

Total corporate items (28.8) 7.7 (57.1)

Income before income taxes $  162.3 $  159.0 $    95.6

(1) Energy Processing Systems operating profit in 2004 included a goodwill impairment charge of $6.5 million.

(2) Corporate expense primarily includes staff expenses.

(3) Other expense, net, comprises expense related to stock-based compensation, LIFO inventory adjustments, expense related to employee pension and

other postretirement employee benefits and foreign currency related gains or losses.

(4) In 2004, the Company converted its investment in MODEC International LLC into shares of MODEC, Inc. and cash, recognizing a gain of $60.4 million

(see Note 3). In 2005, the Company liquidated its investment in MODEC, Inc. and recorded a gain of $25.3 million and realized an $8.6 million gain on

the sale of its interest in a joint venture (see Note 3).
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Segment operating capital employed and segment assets

December 31,

(In millions) 2005 2004

Segment operating capital employed (1):
Energy Production Systems $      453.5 $  362.1

Energy Processing Systems 193.5 169.1

Subtotal Energy Systems 647.0 531.2

FoodTech 166.8 183.4

Airport Systems 85.7 77.7

Total segment operating capital employed 899.5 792.3

Segment liabilities included in total segment operating capital employed (2) 987.9 874.1

Corporate (3) 208.2 227.5

Total assets $ 2,095.6 $ 1,893.9

Segment assets:
Energy Production Systems $ 1,099.7 $    892.5

Energy Processing Systems 307.9 303.2

Intercompany eliminations (1.1) (1.6)

Subtotal Energy Systems 1,406.5 1,194.1

FoodTech 340.2 341.5

Airport Systems 140.7 130.8

Total segment assets 1,887.4 1,666.4

Corporate (3) 208.2 227.5

Total assets $ 2,095.6 $ 1,893.9

(1) FMC Technologies’ management views segment operating capital employed, which consists of assets, net of its liabilities, as the primary measure of

segment capital. Segment operating capital employed excludes debt, pension liabilities, income taxes and LIFO reserves.

(2) Segment liabilities included in total segment operating capital employed consist of trade and other accounts payable, advance payments from

customers, accrued payroll and other liabilities.

(3) Corporate includes cash, the available for sale investment, LIFO inventory reserves, deferred income tax balances, property, plant and equipment not

associated with a specific segment and the fair value of derivatives.
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Geographic segment information

Geographic segment sales were identified based on the location where the Company’s products and services were delivered. Geographic
segment long-lived assets include investments; property, plant and equipment, net; goodwill; intangible assets, net; and certain other
non-current assets.

Year Ended December 31,

(In millions) 2005 2004 2003

Revenue (by location of customer):

United States $ 1,010.8 $  921.3 $      871.1

Norway 430.9 391.0 279.1

All other countries 1,785.0 1,455.4 1,156.9

Total revenue $ 3,226.7 $ 2,767.7 $ 2,307.1

December 31,

(In millions) 2005 2004 2003

Long-lived assets:

United States $ 283.9 $      314.1 $      267.1

Brazil 79.8 66.4 62.7

Netherlands 57.1 58.4 58.4

Norway 40.1 53.0 57.8

All other countries 120.5 129.3 123.9

Total long-lived assets $ 581.4 $      621.2 $ 569.9

Other business segment information

Depreciation and Research and 
Capital expenditures amortization development expense 

Year Ended Year Ended Year Ended 
December 31, December 31, December 31,

(In millions) 2005 2004 2003 2005 2004 2003 2005 2004 2003

Energy Production Systems $ 59.3 $ 24.3 $ 45.5 $ 33.7 $ 30.8 $ 24.9 $ 26.7 $ 25.7 $ 19.9

Energy Processing Systems 9.4 4.4 9.2 7.7 8.2 7.1 5.7 5.9 5.7

Subtotal Energy Systems 68.7 28.7 54.7 41.4 39.0 32.0 32.4 31.6 25.6

FoodTech 20.0 19.4 23.9 20.5 20.6 21.1 13.2 12.9 14.4

Airport Systems 1.9 1.1 0.3 2.0 1.9 2.1 5.9 5.9 5.3

Corporate 1.2 1.0 1.3 2.0 2.0 2.5 — — —

Total $ 91.8 $ 50.2 $ 80.2(1) $ 65.9 $ 63.5 $ 57.7 $ 51.5 $ 50.4 $ 45.3

(1) Capital expenditures in 2003 included $15.0 million for the repurchase of sale-leaseback assets related to the following business segments: Energy

Production Systems ($5.0 million), Energy Processing Systems ($5.7 million) and FoodTech ($4.3 million).



NOTE 19. QUARTERLY INFORMATION (UNAUDITED)
2005 2004

(In millions, except per share data
and common stock prices) 4th Qtr. 3rd Qtr. 2nd Qtr. 1st Qtr. 4th Qtr. 3rd Qtr. 2nd Qtr. 1st Qtr.

Revenue $956.5 $776.1 $812.5 $681.6 $833.5 $700.0 $671.5 $562.7

Cost of sales $777.8 $639.7 $673.0 $583.0 $706.9 $574.1 $541.3 $449.8

Net income $ 31.0 $ 45.7 $ 29.4 $ 0.0 $ 57.2 $ 22.0 $ 24.1 $ 13.4

Basic earnings per share (1) $ 0.45 $ 0.66 $ 0.43 $ 0.00 $ 0.83 $ 0.32 $ 0.36 $ 0.20

Diluted earnings per share (1) $ 0.44 $ 0.65 $ 0.42 $ 0.00 $ 0.81 $ 0.32 $ 0.35 $ 0.20

Common stock price:

High $43.78 $42.11 $33.76 $35.87 $34.50 $33.99 $29.05 $28.51

Low $34.87 $32.00 $29.05 $29.44 $28.50 $28.07 $24.87 $21.97

(1) Basic and diluted EPS are computed independently for each of the periods presented. Accordingly, the sum of the quarterly EPS amounts may not

agree to the annual total.

In the third quarter of 2005, the Company recorded a gain on the sale of an investment amounting to $25.3 million ($15.4 million after
tax). In the fourth quarter of 2005, the Company recorded a gain on the sale of its interest in a joint venture amounting to $8.6 million
($7.4 million after tax). Also in the fourth quarter, the Company recognized $25.5 million in income tax provision as a result of
repatriating foreign earnings under the provisions of the JOBS Act. The Company adopted SFAS No. 123R effective October 1, 2005. The
adoption did not have a material effect on the Company’s results of operations.

In the fourth quarter of 2004, the Company recorded a gain on the conversion of an investment amounting to $60.4 million ($36.1 million
after tax) and a goodwill impairment charge amounting to $6.5 million ($6.1 million after tax). Also in the fourth quarter of 2004, the
Company recognized $11.9 million in tax benefits from a favorable judgment in a tax dispute with FMC Corporation and the resolution of
foreign tax audits.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of FMC Technologies, Inc.:

We have audited the accompanying consolidated balance sheets of FMC Technologies, Inc. and consolidated subsidiaries (the Company)
as of December 31, 2005 and 2004, and the related consolidated statements of income, cash flows and changes in stockholders’ equity
for each of the years in the three-year period ended December 31, 2005. These consolidated financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of FMC Technologies,
Inc. and consolidated subsidiaries as of December 31, 2005 and 2004, and the results of their operations and their cash flows for each of
the years in the three-year period ended December 31, 2005, in conformity with U.S. generally accepted accounting principles.

As described in Note 1 to the consolidated financial statements, in 2005 the Company adopted the provisions of Statement of Financial
Accounting Standards No. 123R, Share-Based Payment, modifying share-based compensation, and changed its method of accounting for
stock-based compensation in 2004.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the effective-
ness of FMC Technologies, Inc.’s internal control over financial reporting as of December 31, 2005, based on criteria established in
Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO),
and our report dated February 24, 2006 expressed an unqualified opinion on management’s assessment of, and the effective operation of,
internal control over financial reporting.

Chicago, Illinois
February 24, 2006

MANAGEMENT’S ANNUAL REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is
defined in Exchange Act Rules 13a-15(f). Our internal control over financial reporting is a process designed under the supervision of the
Chief Executive Officer and Chief Financial Officer to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of our financial statements for external purposes in accordance with generally accepted accounting principles. Under
the supervision and with the participation of our management, including our principal executive officer and principal financial officer,
we conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in Internal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our
evaluation under the framework in Internal Control—Integrated Framework, our management concluded that our internal control over
financial reporting was effective as of December 31, 2005. During the quarter ended December 31, 2005, there were no changes in our
internal control over financial reporting that have materially affected, or are reasonably likely to materially affect, our internal control
over financial reporting. Subsequent to the evaluation date, we have not made any significant changes in internal controls or in other
factors that could significantly affect internal controls over financial reporting.

Our management’s assessment of the effectiveness of our internal control over financial reporting as of December 31, 2005 has been
audited by KPMG LLP, an independent registered public accounting firm, as stated in their report which is included herein.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of FMC Technologies, Inc.:

We have audited management’s assessment, presented in Management’s Annual Report on Internal Control over Financial Reporting, that
FMC Technologies, Inc. maintained effective internal control over financial reporting as of December 31, 2005, based on criteria established
in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO
criteria). FMC Technologies, Inc.’s management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on management’s
assessment and an opinion on the effectiveness of the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, evaluating management’s assessment, testing and evaluating the design and operating effectiveness of internal
control, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, management’s assessment that FMC Technologies, Inc. maintained effective internal control over financial reporting as
of December 31, 2005, is fairly stated, in all material respects, based on the COSO criteria. Also, in our opinion, FMC Technologies,
Inc. maintained, in all material respects, effective internal control over financial reporting as of December 31, 2005, based on the
COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of FMC Technologies, Inc. and consolidated subsidiaries as of December 31, 2005 and 2004, and the related
consolidated statements of income, cash flows and changes in stockholders’ equity for each of the years in the three-year period ended
December 31, 2005, and our report dated February 24, 2006 expressed an unqualified opinion on those consolidated financial statements.

Chicago, Illinois
February 24, 2006



The following table sets forth selected financial data derived from our audited financial statements. Audited financial statements for the
years ended December 31, 2005, 2004 and 2003 and as of December 31, 2005 and 2004 are included elsewhere in this report. Financial
data relating to periods prior to our June 2001 separation from FMC Corporation represent combined financial information carved out
from the consolidated financial statements of FMC Corporation using the historical results of operations and bases of assets and liabilities
of the businesses transferred to FMC Technologies, Inc. Our historical combined financial information does not necessarily reflect what our
financial position and results of operations would have been had we operated as a separate, stand-alone entity for the full year 2001.

Years ended December 31

($ In millions, except per share data) 2005 2004 2003 2002 2001

Revenue:
Energy Production Systems $1,850.2 $1,487.8 $1,136.2 $940.3 $725.9
Energy Processing Systems 521.8 493.3 431.7 395.9 400.0
Intercompany eliminations (3.0) (10.7) (2.8) (1.4) (0.6)

Total Energy Systems 2,369.0 1,970.4 1,565.1 1,334.8 1,125.3
FoodTech 539.2 525.8 524.7 496.9 512.9
Airport Systems 327.3 279.8 224.1 245.1 299.8
Intercompany eliminations (8.8) (8.3) (6.8) (5.3) (10.1)

Total revenue $3,226.7 $2,767.7 $2,307.1 $2,071.5 $1,927.9

Cost of sales $2,673.5 $2,265.7 $1,845.9 $1,655.4 $1,489.7
Asset impairment — 6.5 — — —
Restructuring charges — — — — 15.5
Selling, general and administrative expense 369.7 340.4 312.6 274.8 298.2
Research and development expense 51.5 50.4 45.3 47.8 54.9

Total costs and expenses 3,094.7 2,663.0 2,203.8 1,978.0 1,858.3
Net gain on disposal of assets 38.3 59.8 2.3 1.2 0.5
Minority interests (2.5) 1.4 (1.1) (2.2) (1.2)

Income before net interest expense and income taxes 167.8 165.9 104.5 92.5 68.9
Net interest expense 5.5 6.9 8.9 12.5 11.1

Income before income taxes and the cumulative effect of accounting changes 162.3 159.0 95.6 80.0 57.8
Provision for income taxes 56.2 42.3 26.7 22.2 21.9

Income before the cumulative effect of accounting changes 106.1 116.7 68.9 57.8 35.9
Cumulative effect of accounting changes, net of income taxes — — — (193.8) (4.7)

Net income (loss) $ 106.1 $ 116.7 $ 68.9 $ (136.0) $ 31.2
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Years Ended December 31

($ In millions, except per share data) 2005 2004 2003 2002 2001

Diluted earnings (loss) per share:
Income before the cumulative effect of accounting changes $ 1.50 $ 1.68 $ 1.03 $ 0.87 $ 0.54
Diluted earnings (loss) per share $ 1.50 $ 1.68 $ 1.03 $ (2.03) $ 0.47
Diluted weighted average shares outstanding (1) 70.8 69.3 66.9 66.8 65.9
Common stock price range:

High $ 43.78 $ 34.50 $ 24.60 $ 23.83 $ 22.48
Low $ 29.05 $ 21.97 $ 17.94 $ 14.30 $ 10.99

Cash dividends declared $ — $ — $ — $ — $ —

As of December 31

2005 2004 2003 2002 2001

Balance sheet data:
Total assets $ 2,095.6 $ 1,893.9 $ 1,597.1 $ 1,382.8 $ 1,444.4
Net debt (2) $ 103.0 $ 39.0 $ 192.5 $ 202.5 $ 245.0
Long-term debt, less current portion $ 252.6 $ 160.4 $ 201.1 $ 175.4 $ 194.1
Stockholders’ equity $ 699.5 $ 662.2 $ 443.3 $ 314.1 $ 424.7
Segment operating capital employed (3) $ 899.5 $ 792.3 $ 761.5 $ 685.3 $ 909.9
Order backlog (4) $ 1,933.5 $ 1,587.1 $ 1,258.4 $ 1,151.0 $ 960.7

Years Ended December 31

2005 2004 2003 2002 2001

Other financial information:
Return on investment (5) 12.8% 12.3% 12.4% 10.7% 8.6%
Capital expenditures $ 91.8 $ 50.2 $ 65.2 $ 68.1 $ 67.6
Cash flows provided (required) by operating activities of continuing

operations $ (29.6) $ 132.9 $ 150.4 $ 119.0 $ 76.3

(1) The calculation of average shares in 2001 gives effect to the issuance of 65.0 million common shares as if they were issued and outstanding on

January 1, 2001.

(2) Net debt consists of short-term debt, long-term debt and the current portion of long-term debt less cash and cash equivalents.

(3) We view segment operating capital employed, which consists of assets, net of liabilities, as the primary measure of segment capital. Segment

operating capital employed excludes corporate debt facilities and investments, pension liabilities, income taxes and LIFO reserves.

(4) Order backlog is calculated as the estimated sales value of unfilled, confirmed customer orders at the reporting date.

(5) Return on investment (“ROI”) is calculated as income before the cumulative effect of accounting changes plus after-tax interest expense as a percentage

of total average debt and equity. The calculations of 2005, 2004 and 2001 ROI use adjusted income, a non-GAAP measure. Below is a reconciliation of

the non-GAAP measure to the most comparable GAAP measure:



Year Ended
December 31, Per Diluted 

(In millions) 2001 Share

Income before the cumulative effect of a change in accounting principle (GAAP measure) $35.9 $0.54
Plus: Restructuring and asset impairment charges, net of income taxes 10.4 0.16
Plus: Income taxes related to our separation from FMC Corporation 8.9 0.14
Less: Pro forma incremental interest expense, net of income taxes (4.7) (0.07)

Adjusted income (non-GAAP measure) $50.5 $0.77

Year Ended
December 31, Per Diluted 

(In millions) 2004 Share

Net income (GAAP measure) $116.7 $1.68
Plus: Goodwill impairment charges, net of income taxes 6.1 0.09
Less: Gain on disposal of investment, net of income taxes (36.1) (0.52)

Adjusted income (non-GAAP measure) $86.7 $1.25

Year Ended
December 31, Per Diluted 

(In millions) 2005 Share

Net income (GAAP measure) $106.1 $1.50
Plus: Income taxes related to JOBS Act 25.5 0.36
Less: Gain on disposal of investment, net of income taxes (22.8) (0.32)

Adjusted income (non-GAAP measure) $108.8 $1.54

Management reports its financial results in accordance with GAAP. However, management believes that certain non-GAAP measures utilized
for internal analysis provide financial statement users meaningful comparisons between current and prior period results, as well as important
information regarding performance trends. This non-GAAP financial measure may be inconsistent with similar measures presented by other
companies. Non-GAAP measures should be viewed in addition to, and not as an alternative for, the Company’s reported results.
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Corporate Office

FMC Technologies Inc

1803 Gears Road

Houston TX 77067

281 591 4000 

Investor Relations

Investor Relations may be 

contacted at the following address:

FMC Technologies Inc

Investor Relations

Maryann T. Seaman

1803 Gears Road

Houston TX 77067

281 591 4080

312 861 6414

Stock Exchange

FMC Technologies, Inc. is listed on the

New York Stock Exchange under the

symbol FTI.

Annual Meeting

The Annual Meeting of Stockholders

will be held at 11:00 a.m. on

Wednesday, May 3 at 1300 Lamar

Street, Houston, Texas 77010. Notice of

the meeting, together with proxy 

materials, will be mailed to stockholders

in advance of the meeting.

Stock Transfer Agent

Address stockholder inquiries, 

including requests for stock 

transfers, to:

National City Bank

Corporate Trust Operations

PO Box 92301

Cleveland OH 44193-0900

Telephone 800 622 6757

Fax 216 257 8508

Email:  

shareholder.inquiries@nationalcity.com

Form 10-K

A copy of the Company’s 2005 Annual

Report on Form 10-K, as filed with the

U.S. Securities and Exchange

Commission, is available at

www.fmctechnologies.com or upon

written request to:

FMC Technologies Inc

Corporate Communications

Bruce Bullock

1803 Gears Road

Houston TX 77067

However, certain information required

under Parts II and III of the Company’s

2005 Annual Report on Form 10-K have

been incorporated by reference from

the Company’s Proxy Statement for its

2006 Annual Meeting of Shareholders. 

Certifications required by Section 302

of the Securities Exchange Act of 1934,

as amended, are attached as Exhibits to

the Company’s 2005 Annual Report on

Form 10-K. FMC Technologies’ CEO

timely submitted the CEO Annual

Certification required by Section

303A.12(a) of the New York Stock

Exchange Listed Company Manual in

2005 to the New York Stock Exchange. 

FMC Technologies was 

incorporated in Delaware in 2000.

Auditors

KPMG LLP

303 East Wacker Drive

Chicago IL 60601 

Additional Information 

Additional information about 

FMC Technologies – including 

continually updated stock quotes, 

news and financial data – is available 

by visiting the Company’s Web site: 

www.fmctechnologies.com. 

An email alert service is available by

request under the Investor Relations

section of the site. This service will 

provide an automatic alert, via email,

each time a news release is posted to

the site or a new filing is made with the

U.S. Securities and Exchange

Commission. Information also may be

obtained by writing to Corporate

Communications in Houston.
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