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SMITHS MEDICAL INTERNATIONAL LIMITED

STRATEGIC REPORT
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

Introduction

The directors present their Strategic Report on Smiths Medical International Limited for the year ended 31 July
2017. :

Business review

The Company’s principal activity in the financial year is that of the design, manufacture, distribution and sale of
medical devices. There has been no significant change in this activily during the financial year.

The results for the year show a profit before taxation of £65,526,000 (2016: £40,167,000) and turnover of
£277,463,000 (2016: £266,118,000). The retalned earnings as at 31 July 2017 amounted to £185,918,000
(2016: £115,783,000).

The company has performed well over the year with growth in sales. Net profit, when compared to the prior year
is lower due to higher admin costs. This has arisen following a change in the process for recharging BIS cost
that previously benefited the buslness. Gross margin improved by 0.2% over the prior year due to mix and
foreign exchange gains. Expenses were largely in line with prior year.

Net current assets show a strong increase over last year, with increases in creditors being off-set by increases
in Debtors leading to a strong balance sheet. All current assels have been subject to the usual provisioning
methodologies.

Exceptional items during the year included restructuring costs of £824,000 relating to redundancy and legal
expenditure incurred In a personnel reorganisation project, and disposal of operations relating to the sale of the
Wallace franchise to CooperSurgical for a consideration of £32,000,000, giving @ gain on disposal of
£31,359,000.

Principal risks and uncertainties

From the perspective of the Company, the principal risks and uncertainties are integrated with the principal risks
of Smiths Group plc and are not managed separately. Accordingly, the principal risks and uncertainties of
Smiths Group ple, which include those of the Company, are discussed in the Group's annual report, which do
not form part of this report.

Financlal key performance Indicators

The directors of Smiths Group pic manage the Group’s operations on a divisional basis. For this reason, the
Company's directors believe that analysis using key performance indicators for the Company is not necessary
or appropriate for an understanding of the development, performance or position of the business of Smiths
Medical International Limited. The development, performance and position of the medical division of Smiths
Group plc, which includes the Company, Is discussed in the Group's annual report which does not form part of
this report and can be found at http:.//www.smiths.com..

his repdn was approved by the board and signed on its behalf.

Louls Jon
Director

Date: 25 January 2018
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SMITHS MEDICAL INTERNATIONAL LIMITED

DIRECTORS' REPORT
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

The directors present their repbrt and the financial statements for the financial year ended 31 July 2017.

Directors’ responsibilitias statement

The directors are responsible for preparing the Strategic Report, the Directors' Report and the financial
statements In accordance with applicable law and reguiations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United .
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial
Reporting Standard 101 'Reduced Disclosure Framework’. Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the direclors are required to:

. select suitable accounting policies and then apply them consistently;

. make judgments and accounting estimates that are reasonable and prudent;

« . state whether applicable UK Accounting Standards comprising FRS 101 have been followed, subject to
any material departures disclosed and explained in the financial statements;

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business. ’

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the.
Company and to enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

Principal activity

The Company's principal activity in the financial year is that of the design, manufacture, distribution and sale of
medical devices. There has baen no significant change In this activily during the financial year.

Resuits and dividends
The profit for the financial year, after taxation, amounted to £70,136 thousand (2016 - £40,333 thousand),

No dividends (2016: £nil) were authorised or pald during the year. The Dlrectors do not recommend payment of
3 dividend for the year ended 31 July 2017 (2016: £nil).

Directors

The directors who served during the financial year were:

lan Harper

Louis Jones

Nigel Bark :

Suzie Hardy (resigned 14 March 2017)
Kimberley Jayne (appointed 14 March 2017)
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SMITHS MEDICAL INTERNATIONAL LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

Future developments

It is not envisaged that the. Company will initiate any plans to alter its principal activity and will maintain its
current level of performance in the forthcoming financial year. .

Financlal instruments

The Company recognises financial instruments when it becomes a party to the contractua!l arrangements of the
instrument. Financial instruments are de-recogmsed when they are discharged or when the contractual terms

expire.

Employee involvement

it is the Company's policy to provide equal opportunities for employment. The Company continues to be actively
involved in all aspects of the training and development of young persons, including initiatives designed to ease
the transition from school to work.

Employees are regularly provided with a wide range of information concerning the performance and prospects
of the business in which they are involved by means of Employee Councils, Information and Consuitation

forums and other consultative bodies that allow the views of persannel to be taken into account. The Company
provides share oplicn schemes to its employees (note 27).

Disabled employees

Disabled people are given full consideration for employment and subsequent training, career development and
promotion on the basis of their aptitudes and abllities.

Disclosure of information to auditors
Each of the persons who are directors at the time when this Directors' Report is approved has confirmed that:

. so far as the director Is awarse, there is no relevant audit information of which the Company's auditors are
unaware, and

. the director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the Company's auditors are aware of that information.

Post balance sheet events
There have been no significant events affecting the Company since the year end.

Auditors

The auditors, PricewaterhouseCoopers LLP, will be proposed for reappoin\ment in accordancs with section 485
of the Companies Act 2006.

-

is report was approved by the board and signed on its behalf.

---------------------------------------------

Louis Jon
Director

Date: 25 January 2018
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Independent auditors’ report to the members of Smiths
Medical International Limited

Report on the audit of the financial statements

Opinion ,
In our opinion, Smiths Medical International Limited’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 July 2017 and of its profit for the year then
ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law); and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual
Report™), which comprise: the balance sheet as at 31 July 2017; the statement of comprehensive income and the statement
of changes in equity for the year then ended; and the notes to the financial statements, which include a description of the
significant accounting policies.

" Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to you
when:

o the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may cast
- significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the company’s
ability to continue as a going concern.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report
based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also consxdered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us also
to report certain opinions and matters as described below.
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Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the year ended 31 July 2017 is consistent with the financial statements and has been prepared in
accordance with applicabie legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit
Responstbilities of the directors for the financial statements

As explained more fully in the Directors’ Responsibilities Statement set out on page 2, the directors are responsible for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a
true and fair view. The directors are also responsible for such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.,

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going
concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless
the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
¢ we have not received all the information and explanations we require for our audit; or

e adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us; or

¢ certain disclosures of directors’ remuneration specified by law are not made; or
e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

el //Oglzeﬂ.a f

drew HodgeKins (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
St Albans
25th January 2018
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SMITHS MEDICAL INTERNATIONAL LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

2017 2016
Note : £000 £000
Tumover : 4 277,463 , 266,118
Costof sales - : ‘ {195,968) (188,320)
Gross profit , ‘ 81,495 77,798
Distribution costs : {15,181} (14,073)
Administrative expenses 3 {(33,188) (22,675)
Exceptional items 12 - 31,718 - (1,783)
Operating profit 5 64,843 38,257
interest receivable and similar income g 4,068 917
Interest payable and similar expenses 10 (105) {113)
Other finance (charges)income {280) 106
Profit before tax ‘ - 65,526 40,167
Tax on profit ' 11 4,610 166
Profit for the financial year ' 70,136 40,333
Other comprehensive income:
Items that will not be reclassified to profit or loss:
Net fair value gains and losses on cash-flow hedges {2,616) (1,899)
{2,616) {1,898)
Tota! comprehensive income for the financlal year 67,520 38,434

There were no recognised gains and losses for 2017 or 2016 ather than those included in the statement of
comprehensive income.

The notes on pages 10 to 33 form part of these financial statements.
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SMITHS MEDICAL INTERNATIONAL LIMITED
REGISTERED NUMBER: 00362847

BALANCE SHEET
AS AT 31 JULY 2017

Fixed assets
Goodwill

Fixed assets

Intangible assets
Tangible assets
Investments

Current assets

Stocks
Debtors

Cash at bank and in hand

Creditors: amounts falling due within one

year

Net current assets

Total assets less current liabiiities

Creditors: amounts falling due after more

than one year

Provisions for liabilities

Other provisions

Net assets

2017
Note £000
14 4,867
4,867
13 . 2,549
15 2,399
16 11,898
21,713
17 34,488
18 256,585
19 381
291,454
20 (55,780)
235,674
257,387
21 {783)
256,604
24 (894)
(894)
255,710
e s

2016
£000

4,867

4,867

2,798
2,442
11,898

22,005

38,209
177,741
822

216,772

(49,351)
167,421

189,426
(451)
188,975

(972)

(972)

188,003
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SMITHS MEDICAL INTERNATIONAL LIMITED
REGISTERED NUMBER: 00362847

BALANCE SHEET (CONTINUED)
AS AT 31 JULY 2017

Capital and reserves

Called up share capiial
Share premium account
Hedge reserve

Capital reserve

Profit and loss account

Total equity

2017
Note £000

25 43
71,340
(3,263)
1,671
185,919

255,710

2018
£000

43
71,340

(647)
1,484
115,783

188,003

. The financial statements were approved and authorised for issue by the board and were signed on its behalf by:

Date: 25 January 2018
The notes on pages 10 to 33 form part of these financial statements.
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SMITHS MEDICAL INTERNATIONAL LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

At 1 August 2015

Comprehensive income
for the financial year

Profit for the financial year

Fair value movements on
cash-flow hedges

Total comprehensive
income for the financial
year

Capital contribution

Total transactions with
owners

At 1 August 2016

'Comprehensive income
for the financial year

Profit for the financlal year

Fair value movements on
cash-flow hedges

Total comprehensive
income for the financial
year

Capital contribution

Total transactions with
owners

At 31 July 2017

Called up - Share , Profit and
share  premium  Hedge Capital loss Total
capital account reserve reserve account equity
£000 £000 £000 £000 £000 EDOQ
43 71,340 1,252 1,297 75,450 149,382
- . . - 40,333 40,333
- - (1,899) - . (1,899)
- - {1,899) - 40,333 38,434
- - - 187 - 187
- - - 187 - 187
43 71,340 {647) 1,484 115,783 188,003
- - - - 70,136 70,136
- - {2,616} - - (2,6186)
- - (2,616) - 70,136 67,520
- - - 187 - 187
) ] . 187 . 187
43 71,340 (3,263) 1,671 185,918

255,710
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
" FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

General information

The Company’s principal activity in the financlal year is that of the design, manufacture, distribution and
sale of medical devices. There has been no significant change In this activity durlng the financial year.
Smiths Medical International Limited is a private company limited by shares and registered, incorporated
and domiciled in England, UK. The registered office address is 1500 Eureka Park, Lower Pemberton,
Ashfard, Kent, TN25 4BF.

As the Company is 3 wholly owned subsidiary of Smiths Group plc which prepares publicly available
consolidated group financial' statements, the Company has not prepared consolidated financial
statements as permitted by Section 400 of the Companies Act 2006.

Accounting policies

241

2.2

23

Basis of preparation of financial statements

The financial stafements have been prepared under the historical cost convention unfess otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 101
‘Reduced Disclosure Framework' and the Companies Act 2006.

The preparation of financial statements in compliance with FRS 101 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying the
Company's accounting policies (ses note 3).

The following principal accounting policies have been applied:
Financlal reporting standard 101 - reduced disclosurs exemptions’

The company has taken advantage of the foliowing disclosure exemptions under FRS 101
o the requirements of IFRS 7 Financial instruments: Disclosures

. the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement

. the requirement in paragraph 38 of IAS 1 'Presentation of Financial Statements’ to present
comparative information in respect of:

- paragraphs 76 and 79(d) of 1AS 40 Investment Property; and
- paragraph 50 of IAS 41 Agriculture
’ the requirements of IAS 7 Statement of Cash Flows
. the requirements of pafagraph 17 and 18A of 1AS 24 Related Parly Disclosures

. the requirements in |AS 24 Related Party Disclosures to disclose related party transactions
entered into between two or more members of a group, provided that any subsidiary which is
a party to the transaction is wholly owned by such a member

Going concern

.These financial statements have been prepared on a going concern basis and under the historica!

cost convention (as modified to include revaluation of certain financial instruments).

-
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

2.

Accounting policies (contiﬁued}

2.4 Turnover

2.5

Revenue is recognised to the extent thal it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. Revenue is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised:

Sale of goods

Revenue from the sale of goods is recognised when all of the following conditions are satisfied:
. the Company has transferred the significant risks and rewards of ownership to the buyer;

. the Company retains neither continuing managerial Invalvement ta the degree usually
associated with ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;
° it is probable that the Company will receive the consideration due under the transaction; and

. the cosls incurred or to be incurred in respect of the transaction cen be measured reliably.

Rendering of services

Revenue from a contract to provide services Is recognised in the period in which the services are
provided in accordance with the stage of completion of the contract when all of the foliowing
conditions are satisfied:

. the amaunt of revenue can be measured reliably;

. it is probable that the Company will receive the considerétion due under the contract;

. the stage of completion of the contract at the end of the reporting period can be measured
reliably; and

. the costs incurred and the costs to complete the contract can be measursd reliably.

Other intangible assets

intangible assels are initially recognised at cost. Afler recognition, under the cost medel, intangible
assets are measured at cost less any accumulated amortisation and any accumulated impairment
losses. . ]
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SMITHS MEDICAL INTERNATIONAL LIMITED

" NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

2,

Accounting policies {continued)

2.6 Goodwill

2.7

Goodwill represents the excess of the cost of a business combination over the total acquisition date
fair value of the identifiable assets, liabilities and contingent liabilities acquired.

Cast comprises the fair value of assets given, liabilities assumed and squity instruments issued.

When a business combination agreement provides for an adjustment to the cost of the combination
which is contingent on.future events, the company includes the estimated amount of that adjustment
in the cost of the combination at the acquisition date if the adjustment is probably and can be
measured refiably. However, if the potential adjustment is not recognised at the acquisition date but
subsequently becomes probable and can be measured reliably, the additional consideration shall be
treated as an adjustment to the cost of the combination. Changes in the estimated value of
contingent consideration arising on business combinations completed as a consequence result in a
change In the carrying value of the related goodwill.

Gooduwill is capitalised as an intangible asset and is not amortised. Instead it is reviewed annually for
impairment with any impairment in carrying value being charged to profit or loss. The Companies Act
2006 requires acquired goodwill to be reduced by provisions for depreciation calculated to write off
the amount systematically over a period chosen by the directors, not exceeding its useful economic
fife. It has baen deemed, however, the non-amortisation of goodwill is a departure, for the overriding
purpose of giving a true and fair view. The effect of this departure has not been quantified because it
is impracticable and, In the opinlon of the directors, would be misleading.

Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the esset to the location and conditlon necessary for it to be capable
of operating In the manner intended by management. )

Depreciation is charged so as to allocate the cost of assetls less their residual value over their
estimated useful lives, using the straight-line method.

Depreciation Is provided on the following basis:
Freeheld property - 2%

Long-term leasehold property - 2% -
Short-term leasehold property - Life of the lease

Plant and machinery - 10% to 20%
Motor vehicles - 10% to 33%
Fixtures and fittings - 10% to 33%

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting

date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised In the Statement of Comprehensive income.
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

Accounting policies {continued)

‘2.8 Development costs

The Company is currently undertaking research and development inte new products and
technologies which will expand and extend its current product ranges, or improve existing praducts
within these ranges. -

2.9 Valuation of investments
Investments In subsidiaries are measured at cost less accumulated impairment.

2.10 Stocks
Stocks are stated at the lower of cost and net realisable value, being the estimated sslling price less
costs to complete and sell. Cost is based on the' cost of purchase on a first in, first out basls. Work
in progress and finished goads include labour and attributable overheads.
At each balance sheet date, stocks are assessed for impairment. If stock is impalred, the carrying
amount is reduced to its selling price less costs to complete and sell. The impairment loss is
recognised immediately in profit or loss.

2.11 Debtors
Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at falr value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method, less any impairment.

2.12 Cash and cash equivalents
Cash is represented by cash in hand and déposits with financlal institutions repayable without
penalty on notice of not more than 24 hours. Cash equivalents are highly liquid investments that
mature in no more than three months from the date of acquisition and that are readily convertible to
known amounts of cash with insignificant risk of change in value.

2.13 Financial instruments
The Company recognises financial instruments when it becomes a party to the contractual
arrangements of the instrument. Financial instruments are de-recognised when they are discharged
or when the contractual terms expire. The Company’s accounting policies in respect of financial
instruments transactions are explained below:
Financial assets

The Campény recognises its financial assets into one of the categories discussed below, depending
on the purpose for which the asset was acquired.

Other than the financial asseté in a qualifying hedging relationship, the Company's accounting policy
for each category is as follows:

Fair.value through profit or loss

This category comprises only in-the-money derivatives. These are carried in the Balance Sheet at
fair value with changes in fair value recognised in the Statement of Comprehensive Income.
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

Accounting policies {continued)

2.13 Financial Instruments (continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted In an active market. They arise principally through the provision of goods and
services to customers (e.g. trade receivables), but also incorporate other types of contractual
monstary asset. They are initially recognised at fair value plus transaction costs that are directly
atiributable to their acquisition or issue, and are subsequently carried at amortised cost using the
effective interest rate method, less provision for impairment.

Impairment provisions are recognised when there is objective evidence (such as significant financial
difficulties on the part of the counterparty or default or significant delay in payment) that the
Company will be unable to collect all of the amounts due under the terms receivable, the amount of
such a provision being the difference between the net carrying amount and the present value of the
future expected cash flows associated with the impaired recelvable. For trade receivables, which are
reported net, such provisions are recorded In a separate allowance account with the loss being
recognised within admiinistrative expenses in the Statement of Comprehensive Income. On
confirmation that the trade receivable will not be collected, the gross carrying value of the asset is
written off against the associated provision.

Financial liabilities

The Company classifies its financial liabilities into one of the categories discussed below, depending
on the purpose for which the liability was acquired.

Fair value through profit or loss

The Company comprises only outof-the;money derivatives. They are carried in the Balance Sheet
at fair value with changes in fair value recognised In the Statement of Comprehensive Income.

At amortised cost

Financial liabllities at amortised cost Including bank borrowings are initially recognised at fair value
net of any transaction costs directly atiributable to the Issue of the instrument. Such interest bearing
liabilities are subsequently measured at amortised cost using the effective interest rate method,
which ensures that any interest expense over the period to repayment is at a constant rate on the
batance of the ligbility carried into the Balance Sheet.

2.14 Creditors

Creditors are obhgatlons to pay for goods or services that have been acquired in the ordinary course
of business from suppliers.

Creditors are recognised initlally at falr value and subsequently measured at amortised cost using
the effective interest method.
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

Accounting policies (continued)

2.15 Foreign currency transiation
Functional and presentation currency
The Company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the funclional’ currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are transiated using the closing rate. Non-
monetary items measured at historical cost are transiated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the setllement of transactions and from the
translation at periad-end exchange rates of monetary assets and liabillties denominated in foreign
currencies are recognised in the Statement of Comprehensive income except when deferred in
other comprehensive income as qualifying cash flow hedges.

2.16 Finance costs

Finance costs are charged to the Statement of Comprehensive Income aver the term of the debt
using the effective interest method so that the amount charged is at a constant rate on the carrying
amount. Issue costs are initially recognised as a reduction in the proceeds of the associated capital
mstrument

2,17 Share based payments

Where share options are awarded to employees, the fair value of the options at the date of grant is
charged to the Statement of Comprehensive Income over the vesling period. Non-market vesting
conditions are faken into account by adjusting the number of equity instruments expected to vest at
each Balance Sheet dale so that, ultimately, the cumulative amount recognised over the vesting
period is based on the number of options that eventually vest. Market vesting conditions are factored
into the fair value of the options granted. The cumulative expense is not adjusted for failure to
achieve a market vesting condition.

The fair value of the award also takes into account non-vesting conditions. These are either factors
beyond the control of either party (such as a target based on an index) or factors which are within
the control of one or other of the parties (such as the Company keeping the scheme open or the
employee maintaining any contributions required by the scheme).

Where the terms and conditions of options are modified before they vest, the increase in the fair
value of the options, measured immediately before and after the modification, is also charged to
Statement of Comprehensive Income over the remaining vesting period.

Where equily instruments are granted to persons other than employees, the Statement of
Comprehsnsive Income is charged with fair value of goods and services received. -
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

2.

Accounting policies {continued)

2.18 Pensions

Defined contribution pension plan

The Company operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid the Company has no further payment obligations.

The contributions are recognised as an expense in the Statement of Comprehensive Income when

" they fall due. Amounts not paid are shown in accruals as a liability in the Balance Sheet. The assets

of the plan are held separately from the Company in independently administered funds.

2.19 Intergst income

Interest income is recognised in the Statement of Comprehensive Income using the effective interest
‘method.

2.20 Provisions for liabilities

Provisions are made where an event has taken place that gives the Company a legal or constructive
obligation thal probably requires settlement by a transfer of economic benefit, and a reliable estimate

can be made of the amount of the obligation.

Provisions are charged as an expense to the Statement of Comprehensive Income in the year that
the Company becomes aware of the obligation, and are measured at the best estimate at the
Balance Sheet date of the expenditure required to settle the obligation, taking into account relevant

risks and uncertainties.

When payments are eventually made, they are charged to the provision carrled in the Balance
Shest.
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

Acéounting policies (continued}

2.21 Current and deferred taxation

The tax expense for the financial year comprises current and deferred tax. Tax is recognised in the
Statement of Comprehensive Income, except that a charge attributable to an item of income and
expense recognised as other comprehensive income or to-an item recognised directly in equity is
also recognised in other comprehensive income or directly in equity respectively.

The current income tax charge Is calculated on the basis of tax rates and laws that have been
enacted or subsiantively enacted by the balance sheet date in the countries where the Company
operates and generates income.

Deferred tax balances are recognised In respect of all timing differences that have originated but not

reversed by the Balance Sheet date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits; and

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met. ‘

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values
of assets acquired and the future tax deductions available for them and the differences between the
falr values of liabliities acquired and the amount that will be assessed for iax. Daferred tax is
determined using tax rates and laws that have been enacted ar substantively enacted by the balance
sheet date.

2.22 Exceptlonal ltems

Exceptional items are transactions that fall within the ordinary activities of the Company but are
presented separately due to their size or Incidence.

2.23 Research and development

In the research phase of an internal project it is not possible to demonstrate that the project. will
generate future economic benefits and hence all expenditure on research shall be recognised as an
expense when it Is incurred. Intangible assets are recognised from the development phase of a
project if and only if certain specific criteria are met in order to demonstrate the asset will generate
probable future economic benefits and that its cost can be reliably measured. The capitalised
development costs are subsequently amortised on a straight line basis over their useful economic
lives, which range from 3 to 6 years. '

If it is not possible to distinguish between the research phase and the development phase of an
internal project, the expenditure is treated as if it were all incurred in the research phase only.
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

.

Judgments in applying accounting policies and key sources of estimation uncertainty

The preperation of the financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results may differ
from these estimates. The key estimates and assumptions used in these consolidated financial

statements are set out below.

Retirement benefits )
The Company is a sponsoring employer for a UK defined bansfit pension scheme. After consideration of

the terms of the pension scheme trust, the obligations of the Company, the obligations of the principal
employer of the scheme and the behaviour of the pension scheme trustees and the principal employer of
the schems; the Company has determined that it is appropriate under IAS 19: Employee benefits to
accounts for its participation In this scheme as If it was a defined contribution scheme. The principal
employer agrees with the Company’s analysis of the Company's obligations, and has recognise the
accounting surplus for the whole scheme in its Company financlal statements.

Receivables provisions
If the carrying value of any receivable is higher than the fair value, the Company makes provisions writing

down the balance fo lts fair value. The fair value of receivables is considered Individually for each
cusiomer and incorporates past experience and progress with collecting receivables.
At 31 July 2017 there were provisions of £2,308,000 (2016: £1,287,000) against gross receivables of

£24,655,000 (2016: £30,497,000).

Inventory provisions
The caiculation of inventory provislons requires judgement by management of the expected value of

future sales. If the carrying value of inventory is higher than the expected recoverable value, the
Company makes provisions writing inventory down to its net recoverable value. Inventory is initially
assessed for impairment by comparing inventory levels to recent utilisation rates and carrying values to
historical selling prices. A detailled review is completed for inventory lines identified in the initial
assessment considering sales activity, order flow, customer contracts and current selling prices.

At 31 July 2017, there were provisions of £1,730,000 (2016: £1,792,000) against gross inventory of

£36,218,000 (2016: £40,001,000).

Turnover

The whole of the turnover is attributable to"the design, manufacture, distribution and sale of medical
devices. .

Analysis of tumover by country of destination:

2017 2016

. | £000 £000
United Kingdom 24,272 33,288
Rest of Europe 120,952 110,220
Rest of the world ‘ 132,239 122,610

277,463 266,118
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

Operating profit
The operating profit is stated after charging:

: ' 2017

- £000
Research & devslopment charged as an expense 3,154 -

Depreciation of tangible fixed assets 697

Amortisation of intangible assets, including goodwill ' , 1,018
Exchange differences ) : {(348)

Defined contribution pension cost ) 1,630

2016
£000

3,310
708
1,298
(2,628)
1,546

Auditors’' remuneration

" The company paid the following amounts to its auditors in respect of the audit of the financial statements

and for other services provided to the Company:

2017 2016

£000 £000

Fees for the audit of the Company 135 98
Other fees payable 54 67
189 165

Page 18



a

SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
. FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

Empioyees

Staff costs, including directors’ remuneration, were as follows:

2017 2016

£000 £000

Wages and salaries 19,591 20,472
Social security costs 1,801 1,781
Other pansion costs 1,630 1,546
23,022 23,799

The average monthly number of employees, including the directors, during the financial year was as
foliows: ’

2017 2016
No. No.
UK 417 438
Qverseas a3 89
510 527
Directors’ remuneration
2017 2018
£000 £000
Directors’ emoluments 682 708
Company contributions to defined contribution pension schemes 73 63

755 760

During the financial year retirement benefits were accruing to 5 directors (2076 - 5) in respect of defined
contribution pension schemes.

The highest paid director received remuneration of £235 thousand (2016 - £327 thousand).

The velue of the company’s contributions paid to a defined aontﬁbution pension scheme in respect of the
highest paid director amounted to £21 thousand (2016 - £20 thousand).
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SMITHS MEDICAL INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

10.

1.

Interest receivable and similar income

Interest receivable from group companies

Interest payable and similar expenses

Bank interest payable
Other loan interest payable

Tax on profit

Corporation tax

Current tax on profits for the year
Adjustments in respect of previous pericds

Total current tax

Defarred tax

Origination and reversal of timing differences

Total deforred tax

Taxation on profit on ordinary activities

2017 2016
£000 £000
1,068 917
1,068 917
2017 2016
£000 £000
26 28
79 85
105 113
2017 2016
£000 £000
(96) (100)
4 (66)
(92) (166) .
(92) (166)
{4,518) -
{4,518) -
(46100  (166)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 JULY 2017

1.

Tax on profit (continued)

- Factors affecting tax charge for the financial year

The tax assessed for the financial year is lower than (2016 - lower than) the standard rate of corporation
tax In the UK of 19.87% (2016 - 20%). The differences are explained below:

2017 2016
£000 £000
Profit befare tax 65,526 40,167
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 18.67% (2016 - 20%) 12,889 8,033
Effects of:
Expenses not deductible for tax purposes, other than goodwiil amortisation
and impairment . 145 229
Capital allowances for financial year in excess of depreciation (971) 381
Adjustments to tax charge in respect of prior periods 4 (66)
Other timing differences leading to an increase/{decrease) in taxation {4,518) -
Non-taxable income ‘ {6,261) {237)
Adjustment In research and development tax credit leading to a decrease in
the tax charge {96) {100)
Group rellef recelved for no consideration {5,802) (8,406)
Total tax charge for the financial year . (4,610) (166)

At 31 July 2016 the Company had unrecognised deferred tax assets of £6,327,355 relating to capital
allowances.

The value of these assets is reviewed regularly and is dependent on the ability to recover them against
forecast UK taxable profits of the tax group. Based on this review a descision was made. (o recognise
these assets of £4,518,279 as at 31 July 2017, as it is now likely they will be recoverabls.

Factors that may affect future tax-charges

Smiths Group does not require UK companies to compensate the surrendering company for the receipt
of group relief. As a result, no payments or receipts in respect of group relief have been accrued in the
current. or prior year, and no payments or recsipts will be recognised in future years if other group
companies have losses available to-surrender.

‘The UK government has cut the Corporation Tax réte to 19% for the 2018/19 tax year, and to 17% for -

2020. If the Company pays tax in the futurs, and these rates are still in force, the Company will benefit
from lower tax payments.
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12,

13.

Exceptional items

2017 2016

£000 £000

Restructuring costs 824 1,472

Gain on disposal of operations {31,359) 321
Income from transitional services provided to CooperSurgical {1,183) -

{34,718) 1,793

Restructuring costs during the year relate to redundancy and legal expenditure incurred in a personnéi

reorganisation project.

Disposal of operations relates o the sale of the Wallace franchise to CdoperSurgical for a conslderation

of £32,000,000.

Intangible assets

Develop- Computer

ment software Total
£000 : £000 £000
Cost .
At 1 August 2016 : 1,185 17,107 18,302
Additions - external - 170 170_
Additions - internal . 599 - 599
Disposals ) - (2) {2)
At 31 July 2017 : 1,794 17,275 18,069
Amagrtisation
At 1 August 20186 889 14,505 15,504
Charge for the year - 1,018 1,018
On disposals » - (2 (2)
At 31 July 2017 989 15,521 16,520
Net book value
At 31 July 2017 795 1,754 2,549
At 31 July 2016 196 2,602 2,798
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14.

Goodwill
2017
£000
Cost
At 1 August 2016 . 9,392
At 31 July 2017 8,382
Amortisation
At 1 August 2016 ' 4,525
At 31 July 2017 4525
Net book value
At 31 July 2017 . 4,867
At 31 July 2016 4,867
4,867

The Company accounts for goodwill in accordance with the requirements of IFRS as applied under FRS

101. As a result, IFRS 3 is applied and goodwill is not amortised. Instead an annual impairment test is

performed and any required impairment is récognised in the income statement. The non-amortisation of
goodwill Is 2 departure from the Company Law requirement that acquired goodwill should be written off

over its useful economic life. The Company has adopted this accounting policy for the overriding purpose

of giving a true and falr view by preparing its financial statements in accordance with applicable

accounting standards, following the process required by Companies Act 2006 in this situation.

It is not possible to quantify the effect of the departure from the Companies Act, because 3 finite Iife for
the goadwill has not been identified. However, the effect of amortising over a useful life of 20 years wouid
be a charge of £470,000 (2016: £470,000) against operating profit, and a corresponding reduction in the
carrying value of goodwill in the balance sheet.

The accumulated amortisation of goodvﬁll was charged before the fransition date to FRS 101 of 1 August
2014 when the financial statements were prepared under different accounting standards.

Goodwill is monitored at the Smiths Medical international Limited level by the Company for internal
reporting purposes and therefore Smiths Medical International Limited is treated as one cash generating
unit. The recoverable amount of the cash generating unit is assessed annually using a value in use
model. Value In use Is calculated as ths net present value of the projected risk-adjusted post-tax cash
flows plus a terminal value of the cash generating unit to which the goodwill is allocated. The key
assumptions included in the model is the 5 years of specific cash flows, the terminal growth rate of 1.5%
and the discount rate of 10.0%. The valuation indicates sufficient headroom such that a reasconably
possible change to key assumptions is unlikely to result in an impairment of the related goodwill.
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15.

Tangible assets

Cost or valuation
At 1 August 20186
Additions
Disposais

At 31 July 2017

Depreciation
At 1 August 2016

Charge for the financial year
on owned assets
Disposals

At 31 July 2017

Net book value

At 31 July 2017

At 31 July 2016

The net book value of land and buildings ﬁay be further analysed as follows:

Freehold

Short-term Fixtures

Freehold Ieasehold Plantand Motor and ]
property property machinery vehicles fittings Total
£000 £000 £000 £000 £000 - £000
3,348 356 8,017 16 9,853 21,590
- - 256 - 464 720

- - {549) - {949) {1,498)
3,348 356 7,724 - 16 9,368 20,812
3,334 356 7,351 18 8,081 19,148
12 - 213 - 472 697

- . {486) - (°48)  (1,432)
3,346 358 7,078 16 7,617 18,413
2 - 646 - 1,754 2,398
14 - 666 - 1,762 2,442

2017 2018

£000 £000.

2 14

2 14
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16.

Investments

Cost or valuation
At 1 August 2016

At 31 July 2017

Net book value

At 31 July 2017

At 31 July 2018

Subsidiary undertakings

The following were subsidiary undertakings of the Company:
Class of Principal

Name shares Holding activity

01148992 - Pneupac

Limited Ordinary 100% Non-trading

00995550 - Graseby

-Medical Limited Ordinary 100% Non-trading

03010285 - Medex

Medical Limited Ordinary 100 % Non-trading

Investments
in
subsidiary
companles
£000

11,898

P e

11,898

11,898

11,898

All the above have a registered office address at 1500 Eureka Park, Lower Pemberton, Ashford, Kent,

TN25 4BF, and are incorporated in England, UK.
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17.

18.

18.

Stocks
2017 2016
£000 £000
Raw materials and consumables : : 1,613 2,460
Work in progress {goods to be sold) : _ _ 256 . 155
Finished goods and goods for resale 32,718 35,5694
. 34,488 38,209
Write-down of stocks charged as an expense was £163,000 (20186: £1 71.000).
Debtors
2017 2016
. »£000 £000
Due after more than one year .
Deferred tax asset ) 4,518 -
Financial instruments ) 156 274
4,674 274
Due within one year
Trade debtors 21,926 28,675
Amounts owed by group undertakings ) 221,277 - . 142,676
Other debtors : '5,415 186
Prepayments and accrued income 752 643
Tax recoverable 343 251
Financial instruments . : 2,198 5,036 '

256,585 177,741

Amounts owed by group undertakings are unsecured and payable on demand, and include a loan of
£203,612,000 bearing interest at 12 month GBP LIBID. '

Cash at bank and In hand

2017 2016

£000 £000

Cash at bank and in hand ) 381 822
381 822
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20.

21.

Creditors: Amounts falling due within one year

‘2017 2016

£000 £000

Trade creditors 5,360 4,175
Amounts owed to group undertakings 37,048 35,816
Other taxation and social security 866 908
Cther creditors 4,083 642
Accruals and deferred income 2,387 2,308
Financial instruments - 5,136 5,502
55,780 49,351

Amounts owsd to group undertakings are unsecured and payable on demand, and include loans of

£15,037,000 which are interest free.

Craditors: Amounts falllng duae after more than one year

2017 2016

£000 £060

Share capital treated as debt 38 34
Financial instruments (after 1 yr) 747 417
783 451
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22.

Financial instruments

Financial assets

Financial assets measured at fair value through profit or loss
Financial assets that are debt instruments measured at amortised cost

Financial liabilities

Derivative financial instruments measured at fair value through profit or loss
held as part of 2 trading portfclio

Financial liabllities measured at amortised cost

2017 2016
£000 £000
2,735 6,132
247,882 171,517
250,617 177,649
(5,883) ' (5,919)
(48,883) (42,328)
(54,766) (48,247)

Financial assets measured at fair value through profit or loss comprise bank balances and derivatives.

Financial assets measured at amortised cost comprise- intercompany balances and relevant other

debtors and prepayments.

Derivative financial instruments designated as hedges of variable interest rate risk comprise foreign

exchange contracts.

Financial liabilities measured at amortised cost comprise trade and intercompany creditors and relevant

accruals.
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23.

24,

Deferred taxation

At beginning of year
Charged to profit or loss

At end of year

The deferred tax asset is made up as follows:

Accelerated capilal allowances charged to income statement

2017
£000

4,518

4,518

2017
£000

4,518

4,518

At 31 July 2016 the Company had unrecognised deferred tax assets of £6,327,3565 relating to capital

allowancss, calculated at 20% in accordarice with the Finance Act 2013.

The value of these assets Is reviewed regularly and is dependent on the ability to recover them against’
forecast UK taxable profits of the tax group. Based on this review a descision was made to recognise
these assets of £4,518,279 as at 31 July 2017, as it is now likely they will be recoverable.

Other provisions

Restructuring
Warranty Property costs Total
£000 £000 £000 £000
At 1 August 2016 110 818 44 972
Charged to profit or loss 2 - - 2
Utilised in financial year . {36} - {44) {80)
At 31 July 2017 ‘ 76 818 - 894
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25.

26.

Called up share capital

2017 2016
£000 £000

Shares classified as equity

Allotted, called up and fully paid - .

43,217 (2016: 43,217) Ordinary shares of £1 each 43 43
2017 2016
£000 £000

Shares classified as debt

Allotted, calied up and fully paid

20,000 {2016: 20,000) Preference shares of €2 each 38 34

Arrears of preference share diVidend amount to £25,100 (€28,000) (2016: £22,600 (€25,200)), covering
10 years.

Pension commitments

Staff of the Company participated in the Smiths Industries Pension Scheme and the Ti Group Penslon
Scheme, defined benefit pension plans based in the UK. With effect from 1 January 2006, a number of
employees of the Company who are members of this scheme became employaes of the uitimate parent
Company, Smiths Group ple, and now perform their services under contract from that Company. These
pension schemes ‘were closed with effect from 31 October 2009, The Company provides a defined
contribution pension plan for its employees.

The assets of the Smiths Industries Pension Scheme are held in a separate frustee-administered fund
and the pensions cosls are assessed in accordance with the advice of independent, professionally-
qualified actuaries. Further details of these pension plans, the actuarial assumptions used and the latest
actuarial valuations can be found in the consohdated financial statements of Smiths Group plc for the
year ended 31 July 2017.

The Company has no pension cost in respect of the defined benefit pension plans because the
Company contributions are set with respect to the current service period only and the schemes are
closed. The Company has accounted for these plans as if the scheme was a defined contribution
scheme, because of the basls on which its contributions ere assessed. In 2018 the Company does not
expect to make any payments in respect of the defined benefit pension plans.

The total expense recognised in the income statement in respect of defined contribution pensions was
£1,630,000 {2016: £1,546,000). At 31 July 2017 £nil (2016: £nil) was due to the scheme.
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27,

Share based compensation

Company employees participate in share schemes and plans that the ultimate parent company, Smiths
Group pic operates for the benefit of employees. Ali entittements under the schemes relate to the shares
of Smiths Group plc. The Company recognises a charge for the benefit of the employee services
realised, and a capital contribution from the Group because the Group does not charge the Company for
the costs of these options. The nature of the schemes and plans is set out below:

Smiths Group share option schemes

Long Term Incentive Plan (LTIP)

The LTIP Is a share plan under which an award over a capped number of shares wiil vest after the end
of the three year performance period if performance conditions are mel. LTIP awards are made o
selected senior executives, including the executive directors. Awards made prior to 2016 were made with
different targets for corporate executives and divisional executives. From 2016 onwards, all LTIP awards

will have one set of targets.

Croup LTIP awards have performance condifions relating to underlying revenue growth, growth in
headiline EPS adjusted to exclude tax, ROCE, cash conversion and, for awards made before 2015, TSR
relative to the FTSE 100 (excluding financial services companies).

Divisional LTIP awards have performance conditions relating to divisional performance against headline
KPIs, Including underlying revenue and operating profit growth, operating margins, ROCE, operating
cash conversion, employee engagement and quality metrics.

Smiths Industries 1995 Executive Share Option Scheme (95 ESQS)

Options granted under the 95 ESOS can only be exercised If a performance test based on growth in the
Group's eamings per share has been met No grants under the 95 ESOS have been made since 5
QOctober 2009, so performance tests have been completed and passed for all the grants still outstanding.

Smiths Group Sharesave Scheme (SAYE)

The SAYE scheme is an HM Revenue & Customs approved all employee savings related share option
scheme which is open to all UK employees, including Directors, with 12 months' service or more.
Participants enter into a contract to save a fixed amount per month of up to £500 In aggregate for three
or five years and are granted an option over shares at a fixed option prics, set at a discount to market
price at the date of invitation to participate. Until 2012 participants in five year savings contracts could
elect to delay maturity of the contract until its seventh anniversary. The number of shares are determined
by the monthly amount saved and the bonus paid on maturity of the savings contract. Options granted
under the SAYE scheme are not subject to any performance conditions.

Smiths Excellence Pian (SEP)

In September 2018 the Smilhs Excellence plan (SEP) was introduced. Awards vest after two years,
depending on performance on the operational objectives during the first year and continued employment
with the Group. There is no retesting of performance. However the Remuneration Committee has
discretion to adjust vesting rates if material misstatements in reported performance are subsequently
idsntifled and awards are subject to clawback provisions in the event of mis-conduct.

Range of exercise prices and remaining contractual life ’

Options outstanding under LTIP schemes at 31 July 2017 had exercise prices of £0.00 (2016: £0.00),
with a weighted average remaining contractual life of 1.6 years (2016: 2.2 years). The options
outstanding under ESOS schemes have an exercise price of £10.97 (2016: £8.97 and £10.97), with a
welghted average remaining contractual life of 0.2 years (2016: 0.9 years)

Options outstanding under SAYE schemes at 31 July 2017 had exercise prices between £8.11 and
£43.00 (2016: £5.698 and £10.35), with a weighted average contractual life of 2.2 years (2016: 2.0 years).

Options were exercised on an.irregular basis duting the year. The average closing share price over the
financial year was 1,499.95p (2016: 1,049.61p).
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28,

Cost of share based payment arrangements
included within staff costs is an expense arising from share based payment transactions of £187,000

{2016: £187,000).

Controlling party

For the year ended 31 July 2017, Smiths Medicat International Limited was a wholly owned subsidiary of
Smiths Medical Group Limited. ’

The ultimate parent undertaking and controling party Is Smiths Group plc, which is the parent
undertaking of the smallest and largest group to consotidate these financial statements. Smiths Group
plc Is incorporated in the United Kingdom and registered in England and Wales.

The annual report and financial statements of Smiths Group pic may be obtained from- the Company
Secretary, Smiths Group plc, 4th Floor, 11-12 St James's Square, London, SW1Y 4LB.
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