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OUR
PURPOSE

We are pioneers of progress ~ improving our
world through smarter engineering.

Srnarter engineering means helping to solve

the toughest problems, for our customers, our
communities and ourselves. We help to create a
safer, more efficient and better-connected world.

We are united by our Purpose. It is what we do
how we think, and how we witl continue to use
our passion for technology and engineering to
be successful in the future.
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FY2022 HIGHLIGHTS

GROSS VITALITY

Percentage of revenue
from new products FY2022

i

'EXECUTION R T

FY2021:25%

Accelerating growth — +3.8% organic revenue growth, fastest in nearly a decade | GREENHOUSE GAS REDUCTION

- Organic revenue growth ahead of expectations: +3.8%' (H1: +3.4%: H2: +4.1%): : . .
fivg consecutive qguarters of growth;'ieported growth of +4.7% : GHG reduction normalised

- Headline? EPS growth +17.8% i torevenue FY2022

- High demand across mast end markets with strong order growth of +11%?

- £5Imof revenue from new products launched in FY2022; R&D investment increased +14% (7 2) 0/

- Targeted M&A contributed +1.8% of reported growth . 0

- Increasing returns to shareholders with proposed total dividend of 3%.6p, +5%
SAFETY

Stronger execution - Smiths Excellence System fully embedded

- Resilient operating rargin of 16.3%with headline operating profit? of £417m Recordable Incident Rate

- Price offsetting inflation and mitigating other supply chain impacts FY2022
- Solid operating cash conversion® of 80%; investment in working capital and :
capex to support growth and mitigate supply chain impacts U 54
- More focused portfolio following completion of Smiths Medical sale and : .
rapid return of praceeds with share buyback prograrnme now 76% complete FY2021:0.47
- Smiths Excellence System now fully embedded, with high-impact projects
underway and targeted savings actions to drive enhanced efficiency DIVERSITY
Inspiring and empowering our people - an energised % of senior leadership positions
and focused team i taken by females FY2022
- Arefreshed leadership team with new senior appointments throughout the year
- Introduced Smiths Leadership Behaviours to build cn our strong culture 0
- Driving an even more dynamic and inclusive culture with greater focus on diversity : 24 /O

- Continuing to translate cur commitment to ESG leadership into action FY2021: 23%

Strong balance sheet — well positioned to execute our growth strategy

- £380m reduction in gross debt; leverage of 0.3x net debt/headline EBITDA® DIRECT ECONOMIC CONTRIBUTION

- Final buy-in of the T1 Greup Pension Scheme, delivering certainty for scheme Taxes paid + employee costs
members and shareholders + Supplier costs FY2022

HEADLINE? FY2022 FY2021 Reported Organic'

Revenue £2,566m EZ,&UE;m +£.7% +3.8% ‘E 2 .33 b n

Operating profit £417m £372m +12.0% 7%

Qperating profit margin® 16.3% 15.5% +80bps {30)bps FY2021: £1.95bn

Basic earnings per share (EPS) 69.8p 59.3p +17.8% R

QOperating cash conversion® 80% 129% {49)% "24 zig‘rﬂm I

ROCE“S 14.2% 13.9% +30bps 7 )

STATUTORY Fy2022 FY2021 Reported SEE MORE

Revenue £2,566m £2.406rm ~8.7% : D@ s smiths.com

Qperating prafit £117m £326m (64.1% T T o

Profit for the year {after tax} £1,035m £285m 263.2% :

Basic EPS 267.1p 71.7p 272.5%

Dividend per share 39.6p 377p +5.0%

The tollow.ng definitions are applied throughout this Regort:

1 Organicis headline adjusted to exclude the effects ol lareign exchange, acquisitions and restructuring

2 Headl| ne. In add'tion to stalulary reparting, the Group reports ona headline basis Detinitiens of headline metrics.
and infarmation about the adjustments to statutory measures, are provded in note 3 to the bnancial statements
Headlne performance 1s on a Smiths Group basis, excludirg the results of Smitns Medical.

3 Oroger growth excludes (b¢ effects ot foreign exchange ard includes Jobn Crane, Smiths Detection and Smiths Interconnect
4 Adernative Performance Measures [APMs) and kay pe-fermance ndicators are defined ir rate 29 to the financial statements.
Excludes the impact of restrycturing charges and spend.
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OUR PRIORITIES
AND TARGETS

Smiths is intrinsically strong with world-

class engineering, leading positions in critical
markets, and distinctive global capabilities, all
underpinned by a strong financial framework.

Our priority is to build on our strengths to unlock
value by moving with greater pace and urgency
to deliver performance in line with our significant
potential.

Our focused plan, which is captured in the
Smiths Value Engine, has three top priorities:

Accelerating growth

Deing even more to inspire
and empower our people

We have set the following mediurm-term targets:
' ' 4-6% [+MEA)
7-10% {+M&A)
15-17%
18-20%
100%~+

bfganiz-: revenue g.rO\"Nth
EPS growth

ROCE

Operating profit margin
Operating cash conversion

These targets are underpinned by Smiths operational KPls
and enwvironmental targets, including a commitment to Net
Zero for Scope 1 & 2 emissions by 2040 and Net Zero for
Scope 3 emissions by 2050.

READMORE
Our business moedey
ang Our strategy

READMORE
KPIa

B2

READ MOR
Sygtainabilly at Smiths

Bl 24

03 GOVERNANCE 04& FINANCIAL STATEMENTS

——

<>

'OUR KEY GLOBAL
MARKETS

General Industrial

Customers put their trustin our products and
services to support a wide range of general
industrial applications in sectors including
petrochemical, mining, pulp & paper, water
treatment, semiconductor testing, heating
elements, automotive and rail transportation

Our threat detection equipment helps keep people
and assets safe. Demand in the security market

is driven by persistent and evolving terror threats,
changing security regulations, and increased
global air travel and trade

John Crane's mechanical seals and systems
support energy operations worldwide including
downstream and midstream oil & gas and power
generation. Growth is driven by increases in global
demand for energy, productivity, and enhanced
environmental and safety requirements

Aerospace

Satellite launches and emerging activities like
deep space exploration are driving demand
for high-reliability solutions in the space
market. Growth in aerospace is coming from
the development of new fuel-efficient aircraft
and increasing passenger and freight traffic

REVENUE BY GLOBAL MARKET

Q
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OUR DIVISIONS

Our four divisions operate in more than 50 countries.
Together, our divisions and Group employ more than 14,700 people.

John Crane L& Smiths Detection [
Mission-critical flow control R;AD MORE Detection and screening READ MORE
solutions for increased v Sths. com technologies for safety, security WA Smiths.com
efficiency, reliability, and ‘ ] 7 and freedom of movement.

environmental sustainability. ; :
! READMORE FAD MORE
i CFO review : CFOreview

% OF REVENUE g % OF REVENUE

35% 26%

49% aof John Crane revenue . 54% of Smiths Detection revenue
is from aftermarket sales - i is from aftermarket sales

John Crane is a global leader in the design, Smiths Detection is a global leader in
manufacture, installation and support of rotating threat detection and screening technologies
equipment solutions that drive efficiency, safety, that protect people and assets.

and environmental sustainability in large-scale

industrial processes. Customers

- Aviation - airports and governments. Regulators are alsc
Customers gltghhlywsnvowid ;ndtshape markgftrdev;eloprne:té -

Energy — down- and mid-stream activities {e.g. pipelines and en;r 5;?;, Sifnséigtrir;;asstgr:-_:,!(csgrtgr:nsgb;rc‘igrs:)g _

refineries) of energy muitinationals and power generation mteg%ted screening systgms for a broad range of urban
chEFPFOCESE industries - a significant presence in chemical, situations (court houses, prisons, offices, shopping malls, rail
life sciences, m\nlng.water treatment, and pulp & paper stations, etc.), long-standing partnerships with governments
Aftermarket - increasing demand for full lifecycle for detection of chemicals and explosives in national defence
asset management

Ideally positioned to help customers meet their Competitive strengths

deca isati d iti ject .
rbenisation and energy transition objectives Global reach and market-leading brand

e Differentiated proprietary technolegies leveraged across &
Competltwe strengths broad range of markets

- Strong znd differentiated proprietary technologies and Significant research and development and digital capabilities
expems? across mdust_mes } Facus on minimising proguct energy use

- Largest installed base in the Energy and Industrials markets Custormer intimacy and loyalty through equipment cycle and

- Innovation focused, growing digital capability aftermarket offer

- Cuslgmer intimacy and strategic alignment with end users Operating in regulated market segments that require
through a network of 200 service and support centres, and product certification

unigque capabilities of field service engineers Network of ~100 locations

Growth drivers Growth drivers

Near-term gmb?l dernand for stgble energy supply Persistent and evolving threats to national security, public
Secular growth in energy and primary resource demand, safety and critical infrastructure

espec|a.Lly nemerging markets Changing aviation security regulations and customer

In¢creasing demand for‘enhanced efficiency ‘ requirements across our industries

Energy transition - environmental safeguarding and cleaner Growing populations and urbanisation

processes. Requirement Lo reduce emissions, with particular Growth of global transportation infrastructure

emphasis on methane. Growth of a more diversified and ” ‘onal trad d

cleaner low-carbon energy eco-system, including hydrogen Global growth of international trade and e-commerce

and renawables, which drive more demanding needs in Need for integrated digital solutions

compression, pumping and filtration Staffing constraints are driving demand for digital image

Long-term customer partnerships and outsourcing analysis software such as autormated threat recognition
Equipment replacement cycle, typically 8-10 years

Competitors

Competitors include Flowserve, EagleBurgmann and AES Competiters
Competitors include Rapiscan, Leides, Nuctech, Flir, Chemring
and Bruker




SMITHS GROUP PLC ANNUAL REPORT FY2022 m D2 STRATEGIC REPORT

Flex-Tek

Safe and efficient

movement of fluids & .com
and gases.

READ MDRE
CFO review

% OF REVENUE

29%

Flex-Tek is a global provider of high-performance
engineered solutions that support the safe and
efficient movement of fluids and gases in a range of
industry sectors.

Customers

- Construction — heating, ventilation and air-conditioning
{HVAC) customers and builders (full range of heating
elements, gas piping, flexible and rmetal ducting)

- Aerospace - aircraft manufacturers and their tier-one
suppliers (a full range of rigid and fiexible, high-and low-
pressure tubing and ducting for fluid conveyance)

- Industrial - Electrical Process Heating (highly engineered,
medium-high voltage) and specialist end-use applications
such as medical hoses

Competitive strengths

- Leading capability in design, manufacture and
cost engineering

- High-performance differentiated products
- Innovation focused
- Strong customer relationships and brand reputation

Growth drivers
- Through-cycle growth of the US housing construction market
Expanding international market for construction products

Long-term increase in commercial and military
aircraft preduction

Customer focus on efficient performance and
environmental safeguarding

fndustrial heat solutions
Growth in use of medical devices

Competitors
Competitors include Parker-Hannifin, Eaton, OmegaFlex,
Warren, Watlow and Southwark Metal

03 GOVERNANCE D4 FINANCIALSTATEMENTS
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Smiths interconnect
Advancing the werld
through cutting-edge
connectivity.

READ MORE
CFO roview

% OF REVENUE

14%

Smiths Interconnect is a preferred supplier of
advanced electronic compaenents, sub-systems,
optical and radio frequency products for customers
requiring reliable, high-speed and secure
connectivity, often in harsh environments.

Customers

- Semiconductor test - test socket and probe card solutions
for higher-performing apptications {graphics processing.
artificial intelligence and data communication) for a broad
range of chip manufscturers
Connectors - high-reliability electrical interconnect
solutions for specialised applications across a broad range of
nealthcare, industrial, transport and aeragspace customars
Fibre-optics and radio frequency (RF) components -
broad range of devices, transceivers for demanding
high-reliability environments - especially with space and
aerospace customers
Smiths Interconnect Inc. - antenna systerms, multi-function
RF systems, as well as time and frequency solutions for
aerospace and defence customers

Competitive strengths

- Broad portfolio of cutting-edge technologies and products
- Strong research and engineering capabilities

- Customer intimacy and product customisation

- Global reach and support

Growth drivers

- Increased demand for faster data transmission, greater
bandwidth and faster processing power in aeraspace,
defence and cormmunications

- Growth of connectivity, as the world becomes more
connected, driven by trends including the Internet of Things,
Big Data, Internet of Space, Industry 4.0

- Uevelopment of healthcare technology

Competitors
Competitors include Amphenol, TE Connectivity, Molex,
Cobham, Gienatr, Honeywell, Anaren, Leeno and Winway
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Over the years, | have tried to make my
Chairman’s letters interesting and relevant to
topical events and describe how we address them
at Smiths. Last year, | described why we believed
that, by the summer of 2022, the coronavirus's
mutations would become less virulent, and
COVID-19's impact on society and business

would gradually decline and disappear into the
background of other infectious diseases we live
with in perpetuity, like colds or influenza.

The big issues that have unfolded for Smiths and other companies
in 2022 are:

- Supply chain shortages;

- Inflation; and

- The effects of the Ukraine war, particularly its impacts
en food and energy supply.

This set of topics is incredibly complex and connects the fiscal and
menetary policies of the world's governments, economic growth
expectalions, energy shortages, social dislocation, food shortages,
personal safety, labour shortages, global migration patterns and
societal pressures. This is obviously not something | can coverin

a short letter. So, | will try to deal with just one or two confusing
pieces of this puzzle. So, supply chain shortages and related
inflation will be my focus for this year's letter.

In any commodity situation, only three factors impact a
commodity’s price at any time: supply, demand, and inventory.
Price fluctuations occur continuously in globally traded
commodities Lke copper and aluminium, and on any day there

can be significant differences in spot and future pricing, depending
on expected future demand. Gil prices are especially sensitive

to an imbalance in supply and demand because most contracts
never result in the actual delivery of oil, only in speculation.

But pricing variations like these appear everywhere, even in
non-commodity items.

02 STRATEGIC REPDRT 03 GOVERNANCE
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The war in Ukraine has caused energy and food inflation to
worsen both lecally and globally. But in the longer term, energy
is a zero-sum game. Suppose Russia sells more energy to
countries such as india or China. In that case, assuming they sell
a full allotment, those volume demands are missing from the
world marketplace and, given time, that volume will be available
to others.

There wilt be some temporary spikes 1n oil prices, but they should
not last because there is a well-developed shipping netwark for
oil supply worldwide and rebalancing regional supply and demand
is possible. There may be incremental costs due to the difference
between oil shipped via ocean cargo versus that transported by
pipeline, but it is unlikely to last. Natural gas is more prohlernatic
hecause pipeline infrastructure from Russia is more well-
developed than LNG shipped by sea. Syngas can also be made
from coal and, along with fracking, these might offer a sclution

if the gas supply does not resume from Russia. Nuclear power
generation Is also possible in countries where nuclear units have
been mothballed for political or environmental reasons. But these
issues are as connected to political decisicns as to economic or
technological ones.

During any economic or secular disturbance, executives face
two primary challenges. The firstis to predict how long a
disturbance will last, and the second is to predict how deep it

will get. We saw this in the 9/11 attacks, the '08-'09 debt crisis,
and again in the COVID-19 pandemic, plus recent supply chain
shortages and inflation. Without a sensible forecasting model,
we don't know whether we are falling into a 1m deep ditch or off a
1,000m cUff.

When we speak about a 'supply chain’, we refer to the flow of
inbound materials to a company and its conversion into finished
goods via & manufacturing process. There is a complementary
outbound flow from the company through various distribution
channels until the product eventually reaches the final customer.
Every manufacturing company has these building blocks, the
inbound flow of raw material, conversion via a manufacturing

or assembly process, and then outbound delivery of finished
goods to their customers.

Understanding supply chains is a problem in dynamics, not

in statics. Just like the vibrating string of a violin, when it is
figuratively plucked’, everything in the supply chain is moving up,
down, backwards, and forwards. Perhaps the closest analogy

to supply chain dynamics is the pulsating noise we hear when
our plumbing at home experiences a ‘water hammer’. This is
caused by pressure waves oscillating backwards and forward
between discontinuities in the plumbing systerm and is analogous
to the waves of demand that ripple up and down dynamically in

a supply chain.

On the ocutbound side of this process, companies sell their
products to customers through various ferms of distribution.
Some go directly to custemers to be built inte product platforms
such as vehicles or electronics, some through distribution
channels that hold buffer inventory to smooth out supply and
demand imbalances, and others sell their products direct

to consumers anline. The dynamics are different in detail, but
they all suffer varying degrees of transient problems.
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What happens to orders when

end-market demand falls?

Let's perform a thought experiment on our supply chain.

Let's consider a make-to-stock original equipment manufacturer
{OEM) and imagine there are three or four invertory storage
locaticns in the outbound supply chain. Let's imagine a reduction
in end-market demand by 100bps and exarmine what happens in
our supply chain.

The management at the inventory storage location closest

to the end-market sees demand fall by 100 basis peints.

Local management knows they must cut orders; otherwise,
they will have too much inventory. So, to be conservative, they
cut their orders by 200 basis points, say. The management at
the next location further up the supply chain sees their demand
fall by 200 basis peoints, and they also worry they will have too
much inventory, so they cut orders by 300 basis points, and so on.
The order reduction numbers chosen here are just illustrative,
and the actual numbers will differ depending on a company’s
risk tolerance, distribution method and the number of inventory
storage locations. The greater the number of inventory storage
locations in your supply chain, the more likely there will be an
overreaction. Even with just-in-time’ pull system ordering,

it's natural that management overreacts to some degree In
controlling inventory. So, the net effect s that there's always

an amplification in the supply chain of any fluctuation in end-
market demand.

Consequently, if you are an OEM in a dewnturn, you will almost
always see your demand temporarily fall by multiples of that seen
in the end-market as the supply chain adjusts to new demand
conditions. The downstream effect is different for make-to-order
manufacturers than for make-to-stock. But we must remember
this is a two-sided problem, both on the inbound supply chain
and on the outbound one. 50, an upstream supply chain's impact
can still cause problems, particularly when there is an increase
in demand. i've seen this ampilification phenamenon happen at
every B2B company | have worked at. The same phenomenon also
happens when, instead, there 1s anincrease in demand, which |
will explain later.

In one case, an industrial manufacturer I'm familiar with selis
through extended distribution channels and has an armplification
of 2.84. So, if their end-market demand falls by 100 basis points,
they see their orders temporarily fall by 284 basis points. In steel
distribution, that amplification number 1s about 400 basis points.
The amplification factor in seasonal businesses with lower
inventory turns is about 160 basis points. Consumer electronics
can be as high as a staggering 2,000 basis points.

02 STRATEGIC REFORT 03 GOVERNANCE
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How long do these temporary supply chain

transients last?

The next question is, how long will this transient reduction in
demand Llast? If the supply chain were 100% efficient, it woutid
clear the excess inventory in one turn, But we know that supply
chains are never 100% efficient. When | was making these
calculations earlier in my career, because | didn’'t know the exact
supply chain efficiency number, like any typical engineer, | chose
50% as my working hypothesis. Fill rates are a complex function
of demand and inventory and weren't always valid in highly
disturbed situations.

Let's make the numbers easy in cur thought experiment.

The bU% efficiency number means hat a four inventory turn
company would experience a transient fall in demand lasting for
six months, in other words, two inventory turns. Although the
end market has only fallen by 100 basis points, it feels like your
company is selling into an artificially much worse market than it
really 1s. The industrial company | mentioned earlier felt like the
end-market - and sales - had tempaorarily fallen by 284 basis
points, not 100 basis points. But correspondingly, when there's
anincrease in demand, it feels like your company is selling into
an artificially much better market than itis. That overshoot in
demand is only a temporary illusion, and we'll deal with that
case shortly.

Order demand falls until supply and demand come into
equitibrium. Meanwhite, the transient reduction in orders has
removed the excess inventory fram the supply chain and, in
my example, demand returns to a new quiescent value, albeit
now 100 basis points smaller.

So, in this simple case of falling demand, the sales challenge

of this hypothetical make-to-stock company is made worse

by ordering undershoot. This has important financial impacts
because it artificially reduces a company’s reported growth.

In public companies, we report to the market periodically and,

if a temporary undershoot in demand - one not reflective of the
real end-market conditions ~ lasts six months, it can seriously
affect the projected growth rate in the full-year results, depending
on which quarter of the fiscal year the disturbance happens.

What happens when there is an

increase in demand?

Now let's consider the opposite case, one where there 13

a sudden increase in demand, which we've sgen recently,
particularly in electronics. The simple answer to why this

is happening is an imbalance in supply and demand. But |
will show now that the problem is again mostly artificial and
termporary. and so are the associated inflationary tendencies
as people over-order to fill an llusionary high demand.
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The case of increased demand

When there is o sudden increase i demand, manufacturing
capactty is limited, so the supply chain cannot fully respond
unless there is excess idle capacity. Mormally, manufacture: s
load factories to somewhere between 85% and 0% capacity
for fixed cost absorption reasons. So now the efficiency of our
supply chain is, de facto, only about 10%. So even if we can
increase capacity temporarity, say from 85% to 99% or even
100%, unless we add new capacity, the time for supply and
demand t¢ return tc equilibrium is extended. Sorme companies
may have extra shifts available, but then they might not have
trained warkers to staff them, and with Labour shartages
driven by this excess demand, autormation is often the answer,
but that is a long-term solutien.

'n my earlier case of demand reduction, | used 50% as the
efficiency number for the supply chain. But now, because of
manufacturing capacity limits, that efficiency 1s effectively
only 10%, so the recovery time for equilibrium to be reached 1s
nominaly five times as long as it did with 50%. Se, a company
that once experienced a six-month recovery on falling dermand
could now experience a 2.5 year transient before complete
recovery. This is an extreme case; naturally, companies take
every possible corrective action to reduce this timing. But this
problem partly explains why we see extended recoveries

and shortages in cur supply chains,

In practice, the supply chain may take 18 months to recover
as we engage in countermeasures. Meantire, a massive
amount of new fixed capacity is being added to the supply
chain, especially in the semicenductor area, which will also
help graduzally reduce these disturbance tmes and inflation
alongwith it.

Companies must control the
temptation to over-order

Inthis increased demand case, our supply chain manager’s
temptaticn |5 to over-order out of fear of experiencing component
shortages, After ali, you can't ship a car with even one missing
door handle. That new demand tempararily increases a company’s
growth, but it can have serious financial censequences,
particularly on our inventory’s pricing. We can end up with
long-dated orders at much higher-than-normal pricing. This 15 a
problem queuing for an unhappy ending.

There 1s typically one overshoot, and one undershoot in

any dynamic system like the one | describe here. For the
rathematically inclined, when simplified. the dominant mode
makes the dynamic response tock like a second-order system.
The precise effect of these temporary increases in demand
depends very ruch on the company’s distribution method.

The inevitable outcome is that companies can end up with too
much inventary, possibly at higher prices, producing variances
against standard manufacturing costs, In an extreme case,
companies may face expensive excess and obsolete (E&Q)
inventory write-offs when the inevitable demand falls tater in the
transient cycle, with its own overreaction tendancies.

02 STRATEGIC REPORT 03 GOYERNANCE
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The effects of container shortages

This artificial and synchronised surge in demand has resulted

in a shortage of shipping containers on some routes worldwide.
Instead of the historical $2,000for a container transit from China
to Europe or the United States, container costs peaked at $23,000
in 2021. Today it's around $13,000. China's zero-COVID policy
caused holdups and delays in the major East Coast China ports
and factories, with similar inefficiencies in other ports inthe US
and Europe. Se, in part, container pricing 1s a proxy for supply
chain shortages and inflation, making the artificial demand
problem even worse.

Synchronised demand

Clearly, the wor ld economy has not suddenly grown by 15% or
20%, so why have companies expsrienced this sudden increase
in demand, particularly for electronics? The cause lies sguarely
in the synchronised econamic ‘start up’ after the COVID-19
pandemic, plus the transient artificial demand described earlier.
Although we have been using videoconferencing tools for many
years, COVID-19 forced unpractised staff into the user pepulation
and accelerated acceptance of this as a way of working - and a
substitute for some face-to-face meetings at the office. That, in
part, drove part af the high demand for electronics. Likely, we will
not fully return to pre-COVID-19 ways of working ever again.

But there is an additional factor at work here; synchrenisation.
Although the world's major connected economies have similar
periodicity in their econemic cycles, they are not normally all in
phase. In the same way that demand fell precipitously in late 2008,
it did so because of the synchronised collapse in all debt markets.
Similarly, here we have a synchronised increase in demand

in most markets, made worse by an illusory demand curve.
However, global economies will gradually setile into historical
phasing patterns, easing some of this synchronisation problem.

So, the '08-'09 downturn occurred because of a debt crisis
happening simultaneously across the world, which produced a
synchronised economic downturn. Here, we had a similar but
opposite problem: a synchronised upturn and, to make it worse,
synchronised artificial excess dernand.
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Inflation

Sorme economists argue that inflation has been caused by
excessive stmulus packages that crashed headlong inta supply
chain shortages. However, they are two sides of the same coin.
But the real problem s much more complex, and the solutions
are possibly simpler. Inflation has been made worse by artificial
synchronised demand that created shortages, combined with
high-cost slow-rmoving containers and the war in Ukraine, which
has driven up food and energy prices. Additionally, zerc-COVID-19
policies in China have plugged up or slowed supply chains and
attendant labour shortages were caused by all the above. | have
described here why we are experiencing some paris of these
supply chain difficulties and why they have lasted so long.

It's important to remember the maxim that the solution to

high prices is high prices. Similarly, the sotution to low prices

is low prices. Companies redesign their products, re-source
suppliers and use lower-cost substitutes for expensive materials,
which is part of the companies” mechanism to control inflatian.
The size of the US econorny is approximately $21 trillion, and the
US uses approximately 4.9 billion barrels of ail a year. So each $10
increase mn the price of a barrel of ail reduces spending power

in the US econamy by about 30 basis points. A $40 increase in the
price of a barrel of cil, which we saw at its peak, if maintained,
reduces spending power in the US economy by 180 basis peints.
Similarly, increasing interest rates simultaneously increases
inflation and later reduces it by cooling demand.

Those companies suffering the greatest near-term challenge are
thase in process industries that use a lot of energy. Smiths does
not have high energy-intensive manufacturing precesses.
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So how does all of this end?

The Chinese Communist Party Congress will take place in
October, It may be when China declares victory over COVID and
eliminates its zero-CQVID policy. That will gradually free up
plugged ports, ease supply chain shortages. reduce container
costs, and gase Some pressure on component supply from China.
Supply chain transients will end naturally with time, though not
without some pain, and artificial demand will reduce. A reduction
in economic stimulus will also help, though | have reservations
that a rapid increase in interest rates may work against
policymakers and create recessions (n some econemies across
the Western world. Together. these factors will reduce labour
shortages and ease the pressure on pricing and inflation.

Lastly, problems that Western economies have suffered over

the past two years will atmost certainly create a swathe of
manufacturing repatriation initiatives. That is likely to reduce
economic growth in China and other parts of the Asian econamy.
But it will also create niew jobs and mvestments in Western
econcmies and drive efficiency inihatives and autornation
investments, My grandmother would have said, “it's an ill wind that
blows nobody any good”™.

I hope this letter has helped readers, in some small way, 1o
understand the complexities and effects of this very unusual time.

Sir George W. Buckley
CHAIRMAN
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OUR BUSINESS MODEL

Our compelling business model teverages our world-class engineering, leading positions
in critical markets, and global capabilities to help customers solve their toughest
problems. The Smiths Value Engine is supported by a robust financial framework
characterised by recurring revenues, high margins, and strong cash generation.

SMITHS VALUE ENGINE
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OUR PURPOSE

PIONEERS OF
PROGRESS

Improving our world
through smarter
engineering

OUR CULTURE

Our culture inspires and empowers our
people. We live our Values of integrity,
respect, custorner focus, ownership, and
passion every day, in each action and
decision that we take. A strong culture
grounded in Values s what has enabled
Smiths to progper for more than
170vyears.

Our Leadership Behaviours provide a
unified description of what leadership
means at Smiths and a shared
commitment to how we act in service of
our stakeholders. Smiths Leadership
Behaviours align to our three core
priorities of growth, execution and people.

Growth
- Innovates for impact
- Setsvision to inspire

Execution
- Takes accountability and ownership
- Delivers results at pace

People

- Lives Smiths Values

- Develops self ang others

- Leads mciuawe[y and empowers

B2

READ MORE
Jur wlu

OUR STRENGTHS

World-Class
Engineering

Leading Positions
in Critical Markets

Capabilities

Robust Financial
Framework

i OUR STAKEHOLDERS

Our capable, dedicated and passionate
colleagues are our greatest asset, Weaim te
attract and retain the very best by creating an
envirenment for colleagues based on respect,
personal growth, recognition and development
of talent, and a sense of belonging

and purpase.

Customers

Strong and enduring custamer relationships
will sustain Smiths into the future.

Meeting customer needs and exceeding
their expectations, not just with products,
quality and service, but in the way we conduct
business and pay attention to the things

that matter to them - for example, ethics
and environmentat performance - is a
fundarmental part of our business model and
our Values.

Suppliers

Developing mutually beneficial relationships
with our suppliers and building resilience,
quatity and efficiency acrass our supply chain
is a fundamental contributor to our customer
offering and the long-term competitiveness
of Smiths.

READ MORE
Engaging with our stakeholders

54

OUR PRIORITIES

: @ Growth

" 000 A
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People

Communities and society

We aimn Lo imnprove our world by contributing
positively lo our communities and society

in general. Smiths producls and services
support critical global industries where we
are pioneering progress in safety, efficiency
and environmental pertormance. We play a
veneficial role in local economies through job
creation and skills development, procurement
and generating tax revenues, operating safely,
environmentally respansibly and ethically, and
engaging directly.

Regulators and governments
We build relationships with governments,
poticymakers and regulators across the
warld. We do this so that we can operate
effectively, to ensure our interests and those
of the industries in which we operate are
represented in decision-making, and in order
to contribute our expertise on emerging
national, regionat and global needs.

Investors

We are cormmitted to openness and
transparency with all capital providers and the
effective management of risk while we unlock
value and returns for urinvestars.
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OUR STRATEGY

We are committed to performing to our potential — growing faster to unlock enhanced
value creation for the Group. We actively manage our portiolio of businesses and seek to
optimise their performance through organic investment and disciplined use of capital for
mergers and acquisitions. In FY2022 we made good progress in advancing our strategy.

MEGATRENDS : DUR STRATEGIC PRIORITIES

The strategy for each division is tailered to its
individual circumstances and takes account of
trends in overall demand, specific customer
needs, relalive competitor performance,

and underlying business madels. In addition,
we tracl the evolution of key Group-wide
secular themes and trends and their impact
on our business.

- Taking full advantage of strang demand we currently see across most of
: our markets
f Improving new product development and commerciatisation
N> ; Exlending vur reach by building out priority adjacencies
Growth : Supplementing organic growth with disciplined M&A
) Developing high-value green technelogy solutions for our custormers

FY2022 progress
- Five consecutive quarters of organic revenue growth

- Accelerated crganic revenue growth towards target range

- £51m of revenue from new preducts launched in FY2022

- R&Dinvestment increased +14% to 4.2% of sales (+30bps vs FY2021)
- +1.8% additional growth from targeted M&A

Our Purpose and commitmenl to sustainability
leadership are reflected in our intent to priontise
ESG periormance at Srmiths, As a result, whilst
each of these themes is importand, we place
additiaral emphasis on our respanse to thase
megatrends which relate to the energy transition
agenda and the overall reduction of waste and
energy use. Thiswill allow us to leverage our
unique capabililies to enable our customers to
meet their sustainability goals while we deliver
on gur own commilments,

Embedding the Smiths Excellence System across the Group
{:/;} ! Accelerating pace and establishing a more consistent operating rhythm

: Continucusly improving Lo deliver value for customers
: yImp g
Execution Executing against aur environmental commitments

FY2022 progress
Resilient gperating profit margins amidst challenging

macra environment

Price ofsetting inflation and mitigating other supply chainimpacts
SES fully embedded across the Greup, with a well-resourced team and
25 high-impact projects underway

New sustainability strategy launched

Salid operating cash conversion achieved

General Industrial
- Efficient, Equipment reliabitity
cleaner processes Asset Life

Waste reduction, maximisatior
re-use/recycle Lightweight
- Safeoperations materials
Safety & Security
- Safetravel - Secure places
- Securetrade - Smart cities
- Safe people

Building upon our world-class safety record
Accelerating talent development through the Sriths
Leadership Behaviours

- Creating an ever-more diverse and inclusive environment

- Environmental ~ Energy - Living Smiths Values each and every day

urgency transformation

- Energyefficency - Air quality

-~ Lower emissions FY2022 progress

- Refreshed senior leadership tearn leading a faster pace

- Introduced Smiths Leadership Behaviours to accelerate
cultural change

- More ambiticus diversity goals in place

- >1,000 Lean Six Sigma gualifications through our SES Academy

Aerospace

- Faster/seamless Personalised
conneclivity integrated

~ Salellite applications mobility solutions

Fy2021 2.2)% 16.3% 13.9% 15.5% 129%
FY2022 3.8% 17.8% 14.2% 16.3% 80%

QOrganic revenue growth EPS growth ROCE Operating profit margin QOperating cash conversion
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We continued to demonstrate strong progress in
FY2022, executing at pace on our growth strategy.
We delivered growth ahead of expectations,

our fastest organic growth in nearly a decade.
Along with accelerating growth, we further
strengthened our company through increased
investments in innovation, commercialisation and
supply chain. Still more, we returned £641m of
cash to our shareholders through dividends and
share repurchases.

All of this gives us confidence for continued
progress in FY2023. Despite an uncertain macro
environment, we expect to deliver 4.0-4.5%
organic revenue growth with moderate margin
improvement. By focusing on our top priorities of
growth, execution, and people, we are creating
value for our customers, colleagues, communities
and investors. Together, we're building an ever-
stronger future for Smiths.

Many thanks to my ¢olleagues around the world
for doing what we do best - improving our world
through smarter engineering.”

Paul Keel,
CHIEF EXECUTIVE OFFICER

FY2022 BUSINESS PERFORMANCE
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FY2023 outlook

- Expect to deliver 4.0% to 4.5% organic revenue growth
with moderate margin improvement

- Strong order baoks and leading market positions support
sustained momentum

- Cost inflation being actively managed through productivity
programmes and pricing actions

- Macroeconomic and geopolitical uncertainty as well as supply
chain challenges continue

FY2022 business performance

Commentary refers to Smiths Group performance excluding
Smiths Medical, which was accounted for as "discontinued
operations’ before the sale completed on 6 January 2022.

Smiths delivered growth ahead cof expectations with organic
revenue up +3.8%. Growth accelerated to +4.1% in the second
half, which built on the momentum we had achieved in the first
half of +3.4%. We executed well in a challenging environment with
positive pricing action covering the impact of elevated input costs,
and maintained close management of our supply chain to mitigate
other impacts.

As we strive to continually inspire and empower our great

peopie, we launched our enhanced sustainability strategy and set
out new Smiths Leadership Behaviours. These Behaviours provide
a unified description of what leaderships means at Smiths and a
shared commitment to how we will act as employees.

FY2021

restructurirg Foreign 0rganic
[Em} FY2029 charges exchange B Acguisitions movement FY2022
Revenue T 2,406 R 26 42 92 2,566
Headline operating profit 372 21 5 11 8 417
Headline operating profit margin 15.5% +90bps +Obps +20bps {30)bps 16.3%
ORGANIC REVENUE GROWTH (BY BUSINESS) ORGANIC REVENUE GROWTH IN OUR END MARKETS
H12022 Hz 2022 FY2022 * O[FS\C:‘:"[DZ H12022 H2 2022 FY2022
JohnCrane  48A%  +2.5%  +3.7%  GeneralIndustrial 42%  +5.7%  +16.5%  +11.4%
Smiths Detection (7.2)%  01.3)% (9.4)%  Safety & Security 3% (3.5)% B.9%  (6.4)%
Flex-Tek +10.0%  +20.9%  +161%  Energy 21% +7.5% +0.3% +3.5%
Smiths Interconnect +12.9% +14.8% +13.9% Aerospace 6% +16.7% +14.2% +16.4%
Smiths Group +2.6% +41% +3.8%  Smiths Group 100%  +3.4% +41%  +3.8%



SMITHS GROUP PLCANNUAL REPORT FY2022 01 OVERVIEW

Growing faster is the primary driver of unlocking enhanced value
creation for the Group. Through the year we delivered growthin
each quarter and FY organic revenue growth of +3.8%, our best
performance in nearly a decade.

Grawth accelerated in the second half for both Flex-Tek (+20.9%!
and Smiths Interconnect (+14.8%}. John Crane delivered +2.5%
growth in the second half impacted by cessation of sales into
Russia and supply chain disruption, which impacted our ability
to convert strong order intake into revenue. As expected, Smiths
Detection continued to be affected by the softer Aviation original
equipment {OE) market through the secand half, but good order
grawth underpins our ¢enfidence in the medium-term prospacts
for this segment,

Revenue grew +6.7% on a reported basis, to £2,566m

(FY2021: £2,406m). This included +£26m of favourable foreign
exchange translation, and +£42m from the acquisition of

Royal Metal Froducts LLC (Royal Metal) in February 2021,

Since February 2022, Royal Metal resulis have been accounted for
as organic growth.

Strong execution to maximise market recovery opportunity is the
first of the four actionable levers for accelerating growth.

Our business operates across four major global end markets:
General Industrial, Safety & Security, Energy, and Aerospace.
Our strong market positions, coupled with the balanced market
exposure we have across our businesses, are distinctive long-
term advantages for Smiths.

Smiths organic revenue growth in our largest end market,
General Industrial, was +11.4% in FY2022, with growth
accelerating in the second half. This was driven by John Crane's
growth in segments like chemical processing, water treatment
and life sciences, demand for Flex-Tek's canstruction products
and 5miths Interconnect's sermiconductor test solutions which
remained strang throughout the year. Smiths organic revenue
in Safety & Security was (6.4)%, reflecting continued contraction
of the Aviation OF market. This was partially offset by growth

in Smiths Detection’s ather segments as well as growth from
Smiths inferconnect’s defence-related products. The +3.5%
growth in the Energy segment reflected strong demand in John
Crane. As mentioned above, second half growth was impacted
by cessahion of sales into Russia and supply chain disruptions.
Cur fastest growth in FY2022 came in Aerospace +15.4% as
increasing aircraft buillds drove strong demand for Flex-Tek and
Smiths Interconnect’s aerospace solutions,

As part of our growth strategy, we have introduced a new
approach for our business in China. From the start of FY2023,
the Srmuths China leadership team now has lead responsibility for
our operations in the country {excluding Smiths Interconnect’s
semiconductor business unit which will continue to report
globally). Te reflect this, Ted Wan, President of Smiths China, has
joined the Smiths Group Executive Committee.
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Our second lever for faster growth is improved new product
development and commercialisation. During FY202Z, we launched
21 high-impact new products including Flex-Tek's Python

line sets, a flexible, multi-layer pipe used in various heating,
ventilation and air conditioning [HVAC) applications; Smiths
Detection's ICMORE autornated detection algorithms; and Smiths
Interconnect’s space qualified connectors. Gross Vitality, which
measures the contribution of products launched in the last

five years increased to 31% (FYZ021: 25%i, demonstrating eur
successful commercialisation of new products.

As an industrial technology leader, continuing teo invest in

R&D ensures we capitalise on the wealth of opportunities in
our pipeline, with increasing demand for cur sustainability-
related products. During FY2022, we invested £92m in R&D
{FY2021: £84m), of which £80m [FY2021: £746m) was an income
statement charge and £12m capitalised (FY2021: £8m).

Our customers and third parties contributed a further £15m
{(FY2021: £10m).

To support new product launches, and the strong demand for
existing solutions, we increased capex +14.5% in FY2022 to
£{70m (FY2021: £(62}m). This represents 1.5x depreciation and
amortisaticn (FY2021: 1.2x).

Our third growth lever is building out priority adjacencies. Each of
our four businesses are executing strategies to expand their
growth beyond their existing core market positions. Examples in
FY2022 include the launch of Smiths Interconnect’s medical cable
assemblies, and John Crane’s multi-purpose filter; an efficient
water-saving selution for the treatment of process water in pulp &
paper, mining, power generation ptants and refineries.

Our fourth growth lever s using disciplined M& A to augment

our organic growth focus. Flex-Tek's acquisition of Royal Metal

in February 2021 is an excellent example of this. Acquired for
$107m (7.6x trailing EBITDA), FY2022 revenue and profit growth
were +48% and +70%. During H1 2022, the acquisition contributed
£42m of revenue and £11m of operating profit, adding 1.8% on top
of organic revenue growth for FY2022. For H2 2022, contribution
from Royal Metal was included in our organic results. Royal Metal
brought a complementary HVAC portfolio, distribution synergies,
and positive pricing. While driving sustained organic growth
remains our priority, we continue to explore value accretive M&A
opportunities across the Group.

In January 2022, we successfully completed the sale of Smiths
Medical to ICU Medical, Inc. (ICU}, several months earlier than
expected. This was our largest portfolio move in over a decade
and positions the Group even more strongly to access the growth
available in our industrial technology core. The sale generated a
profit on disposal of £1.0bn, with immediate net cash proceeds of
£1.3bn and further value to come from a potential $0.1bn earnout
and our stake in ICU, which is recognised as a £0.4bn asset on our
balance sheet. For more information on the divestrment, please
see note 27 of the financial statements.
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Stronger execution is our second key priority.

In FY2022, headline operating profit grew +1.7% (+£8m) on an
organic basis, and +12.0% (+£45m) on a reported basis to £417m
(FY2021: £372m).

Headlire cperating profit benefited from strong profit leverage

in Flex-Tek and Smiths Interconnect. This was partially offset

by the impact of supply chain disruption on John Crane and

Smiths Detection, lawer volumes in the Aviation OF segment of
Smiths Detection, and our continued investment in growth. On a
reportcd basis, headline aperating prelil increased given £21m of
restructuring costs booked in FY2021, favourable FX translation of
£5m and H1 2022 contribution from Royal Metal.

Headline operating profit margin was 16.3%, down (39) bps on an
organic basis and up +80bps on a reported basis.

Headline EPS grew +17.8%, driven by headline operating profit
growth, a reduction in the effective headline tax rate and the
benefit from the cngoing share buyback programme. The headline
tax charge for FY2022 of £104m (FY2021: £96m) represents an
effective rate of 27.6% (FY2021; 28.9%).

ROCE increased +30bps to 14.2% (FY2021: 13.9%). This reflects
the higher profitability of the Group, more than offsetting the
temparary increase inworking capital. For further detail of the
calculation, please refer to note 29 to the financial statements.

Smiths has a strong track record of operating cash conversion.
having averaged 100% over the last five years. This year, we
delivered solid operating cash conversion of 80% (FY2021: 129%)
while navigating supply chain disruption and the associated
investment in working capital. Headline operating cash-flow was
£332m (FY2021: £510m),

In FY2022, we embedded our Smiths Excellence Systemn across
the company. SES 15 a step change in approach and operating
rhythm; executing with greater pace, urgency and consistency in
suppoert of cur priorities,

SES is well resourced with six full-time Master Black Belts {MBB)
and 23 Black Belts (BB) in place and the first high-impact Black
Belt projects now underway. Both the MBBs and BBs are dedicated
resources leading continuous improvernent projects across the
organisation. Their current projects are focused on improving

lead times, order book conversicn, increasing capacity and cost
reduction, which are helping to both navigate the immediate short-
term disruptions and support maere effictent margin expansion

as we grow the top line. SES links our actions to our strategy,
prioritises for high impact and creates full-time continuous
improvernent career paths.

We have also identified some targeted savings projects to drive
enhanced efficiency and agility in responding to our end markets.
In John Crane, the focus 15 to simplify the organisation to better
serve our customers and maximise growth opportunities.

tn Smiths Detection, we are restructuring the operations to be
more resilient and improve efficiency in response to market
conditions. The nan-headline charge for these savings projects
1s expected to be £35-40m in FY2023, with annualised benefits of
£25-30m, of which approximately 50% is expected to be delivered
in FY2023.
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Inspiring and empowering our people is our third key priority.

Safety and well-being are always foremost of our priorities.

We have a strong and robust safety culture and strive for a zero
harm werkplace, with safety considerations integrated into alt of
our activities. Cur Recordable Incident Rate for FY2022 was 0.54
and continued to track below the industry average and in the top
quartile of industry performance, reflecting the importance of
safety in everything we do.

We continue to support our colleagues in the Ukraine/Russia
region amidst the ongoing conflict. As communicated at the
interim results, we stopped all sales into Russia following the
invasicn and are in the process of exiting our operations in Russia.
An associated non-headline charge of £19m is included in the
accounts, further details can be found in note 3 of the financial
staternents. We made a Group-wide donation to the Red Cross to
support the vital work they are doing for the people of Ukraine, and
implemented a donation matching scheme for our colleagues.

During FYZ2022 & number of senior appointments were made to
the leadership team including Clare Scherrer as Chief Financial
Officer, Bernard Cicut as President of John Crane, Vera Kirikova
as Chief People Officer and John Ostergren as Chief Sustainability
Officer. All of these ndividuals bring a wealth of experience which
will help accelerate our progress in executing our strategy.

Under this refreshed leadership, as we continue to strengthen
our culture, we have introduced a set of behaviours: the Smiths
Leadership Behaviours, to bring our Values to life. These seven
Behaviours describe how we work with one another and take
ownership and accountability for cur actions. They apply to
everyone at Smiths - from the shop floor to senior executives.

We developed the Smiths Leadership Behaviours through a
robust process of focus groups, which gathered the views of
colleagues from 21 countries and 72 sites across the organisaticn.
These were followed by workshops with our Executive Committee
to create and refine a set of behaviours that would be relevant and
compeiling for the whole organisation and suppert future growth.

The Behaviours will become foundational te processes including
recruitrment, development, career progression and reward.

We believe that they will enable the Smiths culture to be even
more dynamic and inclusive.

An important step in embedding an inclusive and diverse culture
is increasing our gender diversity. We are focused on proactively
increasing the number of women in leadership roles at Smiths.
We have 45% female representation on the Smiths Board, and
we welcorned three new female members to cur Executive
Committee in FY2022 (31% female). Wormen make up 28% of our
global employee population, but only 24% of our senior leaders
are femate. We are working to change this with a programme of
activities designed to identify, support and advance the careers of
women at Smiths.
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Our ESG approach

Environment, Social and Governance (ESG) performance is

at the very centre of our Purpese, and fundamental to each of
our priorities.

During FY2022, we established a Science, Sustainability &
Excellence Committee of the Board, chaired by Dame Ann
Dowling, te provide guidance and supervision of our sustainability
strategy. We put in place the company's first Chief Sustainability
Officer who is leading our sustainability strategy and targets
throughout the business. This strategy (which will be set

out in full in our inaugural Sustainability at Smiths report in
October), describes how we are embracing and pricritising ESG
performance at Smiths to deliver on our Purpose and create
genuine and significant value for all our stakeholders. To support
the delivery of cur strategy, executive compensation is now linked
to our sustainability targets, with ESG metrics (GHG reduction and
energy usage) included in our annual and our long-term incentive
cormpensation programmes beginning in FY2023.

Delivering sustainable growth means leveraging our unique
capabilities to develop and commercialise green technology that
will help transform industries and provide our customers with
solutions for their operations, enabling thern to meet their awn
environmental targets across climate risk, energy transition
and other environmental needs. Examples include methane
abaterment; more energy efficient critical safety infrastructure;
electrical heating solutions; transmission and storage of
alternative fuels; carbon capture; and next generation electrical
connectors that will safely and reliably support the digitisation and
electrification of infrastructure.
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Delivering our ESG commitrnents, which include targets for
reduction in water, waste and packaging, and our Net Zero GHG
emissions commitments for Scope 1, 2 and 3, will improve the
erwironmental execution of our operations, our products and our
supply chain, In preparation for setting science-based targets
aligned to our Net Zero commitments, we made further progress
understanding and categorising the underlying data. In FY2022,
normalised GHG emissions reduced by {7.2)%, normalised water
usage reduced by (4.5)% and normalised non-recyclable waste
reduced by (11.5)%. These reductions are on top of significant
progress already rmade since FY2007, when we first implemented
environmental targets,

We have set and communicated FY2024 environmental goals, an
important step to support the delivery of our commitment to Nel
Zero GHG emissions for Scope 1 & 2 by 2040. We have a clear
roadmap for how we will achieve this, published on our website.
It details the path we are taking to achieve Net Zero Scope 1 & 2
emissions by 2040 and, furthermore, our ambition to achieve Net
Zero Scope 1,2 and 3 emissians by 2050.

Our people are a key asset in delivering our ESG commitments.
We know that great things happen when we protect, respect,
and support our teams. We nurture our people and develop their
talents so that they flourish and can help build the Smiths of
tomorrow. We are supporting our teams to strengthen our local
communities and we are working every day with our unwavering
commitment to strong governance and ethical practice.

572

READ MORE

Sustamabibily al Srrthe
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Smiths simple and effective framework
translates business strengths into financial
strengths resulting in strong cash generation
that in turn fuels reinvestment in organic growth,
complementary M&A and shareholder returns.”

Clare Scherrer,
CHIEF FINANCIAL OFFICER

Free cash-flow

InFY2022, free cash-flow generation was £130m (FY2021: £284m)
or 31% of headline operating profit [ FY2021: 74%}, reflacting an
increased inyestment in inventory and capital expenditure.

Pensions

Included within free cash-flow was £9m of pension contributions,
(FY2021: £30m). The significant reduction in pension contributions
reflects no contributions needed to the Tl Group Pension Scheme
{TIGPS) and £3m to the Smiths Industries Pension Scherme (SIPS),
given the well-funded position of both schemes. For FY2023, we
expect lotal cash contributions to be around £{12)m lincluding

a funded US plan, unfunded schermes and post-retirement
healthcare plans).

InJune 2022, the TIGPS Trustee completed a deal to secure its
remaining Uninsured pension liabilities, by way of a £640 million
bulk annuity buy-in with Rothesay Life plc. This means that all

of the Scheme's liabilities are now insured, with a final buy-out

of the scheme to be completed as soon as reasonably practical,
delivering certainty for the Scheme’s 21,000 members and
rermaving future risk for Smiths. As a result of the buy-in a £171m
nen-headline charge was recognised in the FY2022 accounts
and the net accounting pension surplus decreased to £194m
{FY2021: £413m).

SIPS is estimated to be in surplus on the Technical Provisions
funding basis. Given the funding position, no further cash
contributions are currently being made. The Group and the SIPS
Trustee continue to work together to progress towards full buy-
out funding.
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The two main UK pensien schemes and the US pension plan
are well hedged against changes in interest and inflation rates.
Over 90% of their assets are invested in third-party annuities,
gavernment bonds, investment grade credit or cash, with no
remaining equity investments. As at 31 July 2022, over 60% of
the UK liabilities had been de-risked through the purchase of
annuities from third-party insurers.

Capital allocation

Net debt at 31 July 2022 was £150m {(FY2021: £1,018m}, £868m
stronger as a result of the proceeds received from the sale of
Smiths Medical in January 2022. Net debt to headline EBITDA has
improved to 0.3x (FYZ021: 1.6%).

Given our stromg balance sheet position and capital atlocation
approach, we initiated a £742m share buyback in November 2021,
As at 16 Septernber 2022, we had completed 76% of the programme.
At the current run-rate and share price, we would complete the
programme in early CY2023, with an anticipated reduction in shares
to ~346m (a 13% reduction).

In tine with our progressive dividend policy the Beard is
recommending a final dividend of 27.3p, bringing the total dividend
for the year ¢ 39.4p, a year-on-year increase of +5% (FY2021: 37.7p).
The final dvidend will be paid on 18 November 2022 to shareholders
on the register at close of business on 21 October 2022. Our dividend
policy aims to increase dividends in line with growth in earnings

and cash-flow with the objective of maintaining minimum

dividend cover of around two times. The policy enables us to retain
sufficient cash-flow to finance investment in growth and meet our
financial obligations. In setting the level of dividend payments,

the Board considers prevailing economic conditions and future
investment plans.

The Company offers a Dividend Reinvestment Plan (DRIP} enabling
shareholders to use their cash dividend to buy further shares in the
Company - see our website for details. To participate in the DRIP,
shareholders must submit their election notice to be received by
28 October 2022 (the Election Date). Elections received after the
Election Date will apply to dividends paid after 18 November 2022.
Purchases under the DRIP are made on, or as soon as practicable
after, the dividend payment date and at prevalling market prices.

We also applied proceeds from the sale of Smiths Medical to reduce
debt by redeeming early a $400m bond on 17 February 2022 which
was due to be repaid in October 202Z. This resulted in gross debt of
£1,166m (FY2021: £1,546m) as at 31 July 2022. There are no financial
covenants associated with the gross debt. As at 31 July 2022 the
weighted average maturity was 2.5 years, with the next maturity due
in April 2023. Cash increased to £1,056m {FY2021: £405m}.

An $800m (c.£656m at the period-end exchange rate) revolving
credit facility (RCF) remains undrawn and matures in Novernber
2024. The only financial covenant relates to interest cover, under
which EBITDA must be greater than or equal to 3 times net interest.
Taking cash and the RCF together, total liguidity was over £1.7bn

at the end of the period.
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Statutory results

Income statement

The £300m difference between headline operating prefit of
£417m and statutery operating profit of £117m is non-headline
items as defined in note 3 of the financial staternents. The largest
constituents relate 1o the TIGPS buy-in which resulted in an
accounting charge of £171m, amortisation of acquired intangible
assets of £51m, Russia-related impairment and closure

costs of £19m, past service costs for benefit equalisation and
improverments of £43m, asbestos litigation in John Crane, Inc, and
subrogation claims in Titeflex Corporation. Statutory operating
profit of £117mwas £209m lower than last year (FY2021: £326m),
reflecting higher non-headline charges offsetting the increase in
headline operating profit.

Statutory finance costs were £{14)m (FY2021: £(84)m), mamly due
to a £22m foreign exchange gain on an intercompany loan with
Smiths Medical (FY2021: £{50)m) which was settled on disposal;
the matching credit in discontinued operations nets cut to zero in
total Group earnings.

Non-headline taxation items of £14m relate to amortisation of
acquisition-retated intangible assets, legacy pension scheme
arrangements, litigation provisions and non-headline finance
items. The statutory effective tax rate was 87% (FY2021: 35%),
driven principally by the non-headline settlemnent loss from
the TIGPS buy-in for which there was no associated deferred
tax. Please refer to notes 3 and 6 of the financial statements for
further details.

Discontinued operatians - Smiths Medical

On 6 January 2022, the Group completed the sale of Smiths
Medical to ICU Medical, Inc. (ICU) at an enterprise value of $2.7bn
and an equity value of $2.4bn after adjustments for debt, labilities
and working capilal.

For the five months that Srmiths Medical rernained in the Group, it
delivered headline profit after tax of £49m.

The difference between statutory and headline profit after tax

is £973m, which includes £1,036m gain on disposal, £(33)m

of requlatory remediation costs, £(14)m from the impatrment

of investments, £(22)m of foreign exchange losses on the
intercompany loan with Smiths Group {continuing operations), and
+£ém of tax credit on these non-headline items. Please refer to
notes 3 and 27 of the financial staternents for further details,

Total Group profit after tax and £PS

Statutory profit after tax for the total Group increased by +263%
to £1,035m (FY2021: £285m) which included the profit on sale
of Smiths Medical. Statutory basic EPS was up +273% to 267.1p
(FY2021: 71.7pl.

Statutory cash-flow

Statutery net cash inflow from operating activities for the total
Group was £279m (FY2021: £535m). See note 28 to the financial
statements for a reconciliation of headline operating cash-flow to
statutory cash-flow.
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Foreign exchange
The results of overseas operations are translated into sterling at
average exchange rates. Net assets are translated at peried-end
rates. The Group is exposed to foreign exchange maovements,
mainly the US Dollar and the Euro. The principal exchange rates,
expressed in terms of the value of Sterling, are shown in the
following table:
Average rates 7

30y 2022 39 uly 7021

{12 months} (12 menths! 31 July 20622 31 July 202°

Period-~end rates

st 13z 138 t2z 139
EUR - e a3 119 17
Litigation

Smiths Group faces different types of liigatien in different
Jurisdictions. Please see below an update on the two significant
litigatien pravisions. For more information, refer to note 23 of
the financial statements.

John Crane, Inc. litigation

John Crang, Inc. (JCI) a subsidiary of the Group, continues to
actively monitor the conduct and effect of its current and expected
asbestos litigation, including the effective presentation of its 'safe
product’ defence, and intends 1o resist ashestos cases based

on this defence. Approximately 306,008 claims against JCi have
been dismissed before trial over the last 40 years. JCljs currently
a defendant in cases invelving approximately 22,000 claims.
Despite these large numbers of claims, since the inception of
asbestos ltigation against JC! it has had 149 cases and has had to
pay awards amounting to approximately $175m.

At 31 July 2022, the aggregate provision for JCl asbestos litigation,
including for adverse jJudgements and defence costs, amounted to
£229m (FY2021. £212mj expressed at the then current exchange
rate. In deciding upon the amount of the provision, JCl has relied
ori independent expert advice from a specialist.

Titeflex Corporation litigation

Titeflex Corporation, a subsidiary of the Group in the Flex-Tek
division, has received a number of claims in recent years from
insurance companies seeking recompense on a subrogated
basis for the effects of damages allegedly caused by its flexible
gas piping products being energised by Lightning strikes. It has
also recefved a number of product liability claims relating to

this product, some in the form of purported class actions.
Titeflex Corporation believes that its products are a safe and
effective means of delivering gas when installed in accordance
with the manufacturer’s instructions and local and natienal codes:
however, some claims have been settled on an individual basis
without admission of liability. The continuing progress of claims
and the pattern of settlement, together with recent market-place
activity, provide sufficient evidence to recognise a Lability in

the accounts.

At 31 July 2022, & provision of £52m (FY2021: £47m} has been
made for the costs which the Group expects to incur in respect of
these claims. For the Group's litigation provisions, because of the
significant uncertainty associated with the future level of claims
and of the costs arising out of the related (itigation, there 1s no
guaraniee that the assumptions used to estmate the provision
will result in an accurate prediction of the actual costs that may
be incurred.
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JOHN CRANE

FY2022 FINANCIAL PERFORMANCE

FY2022
£m

01 OYERYIEW

Fy2021

B>

READ MORE

WL Smiths com

H1 H2 FY
organic arganic organic
growth growth growth

Reported
Em growth

Revenue 901
Original Equipment 279
Aftermarket 622
Energy 530
Industrials 37

Headline operating profit 188

Headline operating profit margin =~ 20.9%

Statutory operating profit 167

Return on capital employed 19.46%

RA&.D cash costs as % of sales 2.5%

REVENUE

FECT +3.7%
~18% +2.3%
66 +4.3%
I +3.5%
+3.5%

B9%  {2.8)%
[£Meps (140)bps

860 +42%
273 +2.2%
592 +5.1%
+3.9%

+4.5%

+0.2%
(700bps
9.2%
{60}bps
+40bps

+1.7%
b 3%

+20bps

FY2021
reported

FY2022
reported

Foreign Organic
exchange movement

OPERATING PROFIT

{E£m)

FY2021 restructuring
reported

4 32 e

FY2021
Fy20z2
reported

Foreign Organic

costs  exchange movemant

Headline operating prof\'tr

Headline operating profit margin

John Crane’s strong market positicn,
global service network, and collaborative
customer relationships underpin its
performance. Organic revenue was up
+3.7% for the year, with growth across
both of John Crane’s segments; Energy
up +3.5% and Industrial up +3.9%.

On a reported basis, revenue was up
+4.2%, with a £4m favourable foreign
exchange impact.

Activity levels remained high through
FY2022 with +10.5% order growth and

a record order book. Organic revenue
growth in H2 of +2.5% (H1: +5.1%) was
tempered by the cessation of sales inta
Russia from March 2022, a (110)bps
impact for H2 and (60}bps for FY2022.
Extended lead times on certain materials
also impacted order book conversion.

21.6%

187 4 2 (5) 188
+50bps  +10bps {140)bps  20.9%

Aftermarket represents 69% of John
Crane's revenue {FY2021: 68%).
Aftermarket revenue was up +4.3% onan
organic basis. John Crane’s large installed
base and leading service offering positions
it well to meet the strong dernand for
aftermarket repairs, maintenance and
upgrades. Organic revenue from Original
Equipment (OF) was up +2.3%. The rate

of new orders continues to improve, with
strong OE order growth in the second half.

Customer demand across both OE and
aftermarket is strong, driven by the
increasing demand for energy, along
with decarbonisation and the transition
to clean energy sources. Customers are
requiring systems to be more reliable
and energy efficient, interconnected and
digitally enabled, and use diverse low-
carbon energy sources. These trends
benefit John Crane as they require
significant investment in new infrastructure
and retrofits to existing infrastructure,
as well as new technology to reduce
cost and accelerate the deployment of
cleaner energy.
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John Crane is well positioned to support
customers through the energy transition.
John Crane is working closely with
custormners and stakehotders to accelerate
innovation across several decarbonisation
themes to reduce methane and other
GHG emissions, increase asset efficiency,
and enable rapid scaling of low-carbon
hydrogen, along with carbon capture,
utilisation and storage. As an example,
the John Crane Sense® digital platform
monitors the condition and effectiveness of
equipment and helps customers optimise
maintenance schedules and minimise
downtime. John Crane’s upstream
pumping seals, used inwater intensive
industries, save an average of one million
gallons of water per seal per year.,

John Crane secured multiple new
contracts in sustainability and hydregen
including from NatureWorks, one of the
largest producers of biopclymers and the
NEOM Green Hydrogen Project, further
cementing John Crane’s leadership in
these major environmental themes.

Headline operating profit of £188m
decreased by (2.8)% on an organic

basis, as pricing offset cost inflation

but was impacted by increased costs
associated with supply chain disruption
and increased R&D investment for future
growth. To further strengthen John
Crane’s position for these significant
growth oppartunities and to better serve
customers a number of targeted actions
have been identified. These actions are
focused on simplifying the end-to-end
value chain resulting in an even more agile
and efficient business.

Headline operating profit was up +0.2% on
areported basis, with +£2m of favourable
foreign exchange and £4m of restructuring
costs charged in FY2021. The difference
between statutory and headline operating
profit includes the net cost in relation

to the provision for John Crane, Inc.
asbestos litigation and Russia-related
impairment and closure costs.
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RCOCE

ROCE was 19.4%, down (60}bps, due
to investment in working capital
through FY2022.

R&D

Cash R&D expenditure increased to 2.5%
of sales {(FY2021: 2.1%). John Crane’s
innovation 1s primarily focused on
enhancing efficiency, performance and
sustainability by using materials science
advancements to reduce friction in high-
duty wet seals ar increase maximum
rotating speed required in next generaticn
hydrogen compressors. John Crane

is also investing in faster modelling to
reduce development time and increase
seal performance.

John Crane sealing solutions have a
significant role in helping our custormers
In their sustainability journeys through

reducing leaks. Exarmples of such products

include a seal for demanding hydrocarbon
pipelines with a unique, patented seal
technolegy that significantly extends the
mean time between repair, reducing
maintenance, improving efficiency and

protecting the environment from potentially

harmful leaks. We also launched John
Crane Sense® Turbo, which includes a
first-to-market sensor-enabled dry gas
seal. This greund-breaking technology
introduces the John Crane Sense®
platfarm, providing real-time monitoring
and machine learning diagnostics on
equipment, helping customers to prevent
leaks and reduce downtime.

01 QVERVIEW

SMITHS DETECTION

FY2022 FINANCIAL PERFORMANCE

Fyz022
£m

655
300
385

Revenue
Original Equipment
Aftermarket
Aviation 467
Other Security Systems 188
Headline operating profit 73
Headline operating profitmargin ~ 11.1%
Statutory operating profit 36
Return on capital employed 7.1%
R&D cash costs as % of sales 9.3%

REVENUE

Headline operating profit

Headlire operaling profit margin

. Smiths Detection grew in all segments

! except for Aviation criginal eguipment {OF)
which, as anticipated, was impacted by its

i challenging end market. Organic revenue

: declined {9.4)% or (9.1)% on a reperted

. basis, including £2rm of favourable foreign
" exchange. The cessation of sales to Russia
" resulted in a headwind of {701bps in H2 and
¢ (40)bps for the full year.

° QE represented 44% of FY202Z revenues.

. Organic OF revenues were down (22.6)%.

; Good growth in O sales for Other Security
" Systems {0SS) were more than offset by

" lower Aviation OF sales as customers

i continue to stabilise operations post the

- COVID pandemic.

* 54% of Smiths Detection’s sales

were derived from the aftermarket.

The underlying trend in aftermarket
revenues acrpss both Aviation and Dther
Security Systems continuad to improve,
accelerating in H? to deliver +5.9% growth
inFY2022, reflecting the benefit of 3 large

~ installed base and a return to more typical

operating patterns.
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H1 H2 FY
arganic arganic argame
growth growth growth

T3 (9.41%
(26779 {22.8)%
STY 459%
Ga3%  (16.70%
X
N30 @200 0%
[B0hps (570iens (340)bps

FY2021  Reported
£m growth

721 9.1)%
390 {230)%
331 +7.3%
546 (14.5)%
175 +74%
99 {26.8/%
13.7% (260)bps
77 {53.2)%
9.7% 1260pr5
7.4% +190bps

(7.71%
7,803
-4 0
V12 B0

FYZ071
reporteg

FYZ022
reparted

655

Foreign Organic
exchange  mowvement

721 2 68)

Fy2021

Foreign Orgaric FY2022

cost

79 b
+20bps

a1
(10)ops (340)ops

Orgamic revenue from Aviation decreased
(14.7)% refiecting the slowdown in the
Aviation OE market. Although we expect
continued market challenges in the near-
term, we are increasingly well positioned for
recovery when it comes. Tender activity in
Awiation has started fo increase, and Smiths
Detection continues to secure new coniracts
with order intake growing. Recent wins
include contracts for hold baggage in the
US: checkpoint security in italy, Japan and
Ireland; and for both hold baggage and
checkpoint in Mexico and South Korea.

Organic revenue from 055 grew by +7.1%,
driven by dernand for Ports & Borders
solutions. Expanding the 055 segment is a
key tenet of Smiths Detection’s strategy to
expand into attractive market adjacencies.
This 1s demonstrated by key 0SS contract
wins in FY2022 including high-energy X-ray
systemns for custorners in Japan and the
US; this year's Commonwealth Games
where Smiths Detection were the official
security provider; radiation selutions to
transportation customers in the US; and
defence equipment developrent projects for
the US Department of Defense.

Given the new contract wins across Aviation
and 055 and the strong order intake
through FY2022 we expect a return to
grewth in FY2023.
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Srmiths Detection’s headline aperating
profit was down (30.7)% on an organic
basis, impacted by lower volumes and
supply chain challenges, particularly
the scarcity of electronic components
and increased logistics costs.
Headline operating profit of £73m was
down {26.8)% on a reported basis,
incluging £(1)m adverse foreign exchange
translation and £6m of restructuring
charges in FY2021.

Headline operating profit margin was
11.1%, down (340)bps on an organic

basis and {260)bps on a reported basis.
Anumber of restructuring instiatives

are underway that will enable Smiths
Detection to be more regilient in
responding to changes in its end markets
and deliver improved margins.

The difference between statutory and
headline operating profit primarily reflects
amortisation of acquired intangibles and

a charge for write-downs associated with
Smiths Detection’s exit from Russia.

ROCE

ROCE decreased by (260)bps to 7.1%,
due to tower profitability in FY2022.

R&D

Cash R&D expenditure was 9.3% of sales,

an increase in customer funded projects to
£14m (FY2021: £9m).

Smiths Detection continued ta invest

in the development of next generation
detection devices for the defence market,
new algorithms te improve the detection
of dangerous goods, and digital solutions
to strengthen our aftermarket proposition
to make people and infrastructure

safer. Certain programmes are co-
funded by strategic customers seeking
next-generation solutions to security
challenges. During FY2022, we launched
a new high-volume air carge screening
technology, as well as an extension of our
automated detection algorithm, ICMORE,
to enable currency detection, supporting
the fight against global money laundering,
weapons detection, lithium batteries and
dangerous goods.
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FLEX-TEK

FY2022 FINANCIAL PERFORMANCE

FY2022
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H1 H2 FY
organic organic arganic
growth growth growth

FY2021  Reparted
£m growth

647
531
116
133
20.6%
108
25.8%
0.4%

Revenue

Industrials

Aerospace
Headline operating profit
Headline operating profit margin
Statutoery operating profit
Retur nn un capital employed
R&D cash costs as % of sales

REVENUE

{€m)

Fy2021
reported

00%  +209%  +16.1%

+B8 55 +22.6%  416,3%
99 L175% 41613 +13.4%  +14.6%
27  4371% '8 3% +24 3 +21.7%

19.1% +150bps +iL0kps  +40nps  +90bps
B3 +277%

21.6% +400bps

0.5% (10lbps

508  +27.4%
40%  +298%

FY2022
reported

Foregn
exchange

Organic

Acquisttions movernernl

Revenue

OPERATING PROFIT

[Em)

FYz2021
reported

508 14 42 83

647

FY2022
reported

Organic
movernent

Foreign

exchange Acguisitions

Headline m(;p;grat\ng profit
Headline operating profit margin

Flex-Tek's agile operating model and

| close customner relationships contributed
. . L | toarecord year for the business.
+190bps higher than last year. This includes ' Organic revenue increased +16.1%,
| with record growth in the second half

i of +20.9%. Revenue grew +27.4% on a

' reported basis, including +£ 14m favourable
| foreign exchange translation and +£42m
from acquisitions.

! Organic revenue from Flex-Tek's Industrial
segment was up +16.3%. Strong growth
was driven by demand for its construction-
i related products in the US, particularly

for HVAC applications, where Flex-Tek

i continued to outperform the underlying

. market. Other drivers included good growth
i of its industrial heat applicaticns and active
! price management, Demand remained

| strong througheut the second half, and

! the business remains vigitant of key

! market indicatars.

97 3 11 22 133
+10bps  +50bps  +%0bps  2D.6%

During the second half, Flex-Tek continued
to execute its growth strategy, launching
the Python line sets product, a multi-layer
pipe used in various HVAC applications,
replacing the traditional and more costly
copper pipes. It also expanded its metal
ducting offering which was introduced to
the portfelio as part of the Royal Melals
acquisition, with the opening of & dedicated
greenfleld facility in Texas.

Organic revenue from Flex-Tek's Aerospace
segment was up +14.6% as the aerospace
market berefits from an increasing number
of aircraft builds.

Headline operating profit increased
+21.7% on an organic basis, reflecting
increased volumes and strong cost
management. Headline operating profit
was up +37.1% at £133m on a reported
basis, including +£3m favourable foreign
exchange translation and +£11m from
acquisitions. Headline operating profit
margin was up +150bps to 20.6%, on a
reported basis, The difference between
statutory and headline operating profit is
due to amortisation of acquired intangible
assets and provision for Titeflex Corporation
subrogation claims.
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In February 2021, the Group acquired Royal
Metal, a leading manufacturer of residential
and light commercial HVAC products for
$107m. During H1 2022 the acquisition
contributed £42m of revenue and £11m of :
operating prefit. Since February 2022, Royal
Metal results have been accounted for as
organic growth.

Royal Metal complements the organic
growth that Flex-Tek is already driving
through the development of innovative air
distribution products that support improved
energy efficiency and indocr air quality.

The acquisition provides the benefits of
complementary HVAC portfolios, synergies
in distribution, and positive pricing,
demonstrating the vatue that we can create
through our highly disciplined and selective
M&A process.

ROCE

ROCE increased +400bps to 25.6%
reflecting the record profit growth
in FY2022.

R&D

Cash R&D expenditure remained broadly
consistent at 0.4% of sales (FY2021: 0.5%].
R&D is focused on developing new products
for the construction market, and an
expanded product offering in aerospace.

SMITHS INTERCONNECT

FY2022 FINANCIAL PERFORMANCE
FY2022
£m
363
&5
18.0%
&4
16.3%

Revenue

Headline operating profit
Headline operating profit margin
Statutory operating profit
Return on capital employed

R&D tash costs as % of sales

REVENUE

{Em)

Revenue

OPERATING PROFIT

FY2021 restructuring
reported

Headline operating prafit
Headline operating profit margin

! Smiths Interconnect’s cutting-edge

. solutions and strong positions in its market
i subsegments underpinned a very strong

. FY2022 performance with organic revenue

" up +139%. Revenue growth in H2 2022

* accelerated to +14.8% reflecting ongoing

* momentum from a growing order book and
" new product launches. Revenue increased
© by +16.3% on a reported basis, with +£6m

. favourable foreign exchange transtation.

. This strong performance reftects growth

. across the semiconductor test business

. with continued high demand, coupled with
new product launches and new customer
© wins. Smiths Interconnect’s space and

. defence products also delivered good

. growth, In particular coming from the

taunch of 78G fibre-optic transceivers for
satellite communications and from space-
qualified connectors. During the second
half, Smiths Interconnect progressed

its growth into adjacencies with the

. successful introd uctian of its first medical

cable assembly product.

Smiths Interconnect enters FY2023
with significant arders for its space-
qualified products for commercial

" salellite constellations, next generation

chip testing solutions and for medical
cable assemblies.
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HI
organic
growth
+129% 414 8% +13.9%
SOB 7% W78.0% +39.7%

+L50bpe

+17Chps +330bps

HZ
organic
growth

Fy
organic
growth

Fv2021
£m

312
35
11.2%
34
8.8%
6'30/0

Reported
growth

+16.3%
+88.2%
+680bps
+88.2%
+750bps
{70)bps

FY2021
reported

73127 [

FY2022
reported

363

Foreign Organic
exchange movement
45

FYzo21

Foreign Organic FY2022

costs

~M.2% +330bps

Headline operating profit increased +3%2.7%
cn an organic basis, with growth driven

by streng revenue performance, posiive
pricing actions and good supply chain
management. Headline operating prefit was
up +88.2% to £65m on a reported basis,
including £10m of restructuring costs in
FY2021. Headline operating profit margin
was 18.0%, up +680bps on a reported basis
and +330bps on an arganic basis.

The difference between statutory and
headline operating profit reflects the
amertisation of acquired intangibles.

ROCE

ROCE increased +750bps to 16.3%, driven
by higher profitability.

R&D

Cash R&D expenditure represented 5.6%
of sales {FY2021: 6.3%), with the absolute
spend year on year remaining the same.
R&D is focused on bringing to market new
products that improve connectivity and
product integnity in demanding operating
environments. Product launches included
the new space qualified connectors

and optical transceivers, which enable
high-speed, reliable data processing

for communication satellites and GPS
navigation systems; medical connectors
used in critical care; and upgrades of semi-
test products.
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Financial targets
Our financial targets were set out at our Capital Markets Day in November 2021. Qur robust financial framework
underpins the Smiths Value Engine powered by recurring revenue growth, high margins, low asset intensity and
exceptional cash generation.

Key
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People
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All measures exclude Smiths Medical. Alternative Performance Measures {APMs) and key performance indicators are defined in note 29

to the financial statements.

ORGANIC REVENUE GROWTH

Growing faster is the primary driver of unlocking value
creation for the Group.

FY2022 PROGRESS

In FY2022 we delivered organic revenue growth in all four
quarters of the year and full year growth of +3.8%. Growth
accelerated in H2vs H1 to +4.1%.

OPERATING PROFIT MARGIN

: STRATEGY

&

MEDIUM-TERM
TARGET

+4-6%

; Fyz018

PERFORMANCE

FY2022 _ 33%
FY2021 — (22)%
| FY2020 E | u m%
v e D%

LINKED TO
REMUNERATION

READ MORE
CED rewvicw of the year

Stronger execution is the second key priority for the Group
and will drive higher margins.

FY2022 PROGRESS

In FY2022 marginwas resilient at 16.3%, amidst a challenging
macro environment, while continuing to invest in future
growth,

STRATEGY

29,

MEDIUM-TERM
TARGET

18-20%

PERFORMANCE
szozz_ 163%
ey
oo I

; mow—wm
- Fy201s [ ' -

155%

128%

i LINKEDTO

: REMUNERATION

511

READ MORE
CEQ review of the year

EARNINGS PER SHARE GROWTH

Strong margins will convert revenue growth into
earnings growth.

FY2022 PROGRESS

In FY2022 we delivered strong ERS growth of 17.8%, driven
by operating profit growth, a reduction in the effective
headline tax rate, and the benefit from the ongoing share
buyback programme.

{ STRATEGY

@

i MEDIUM-TERM
| TARGET

+7-1 O%

PERFORMANCE e
- Pz I e
FY2021 _193%
" FY2020 — (2714%
- Fv20 - 110%
. Fy2018 - M. 7%

| LINKED TO
; REMUNERATION

'11

{ READ MORE
i CEQ review of Lhe year
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RETURN ON CAPITAL EMPLOYED (ROCE)

Menitoring our return on capital acts as a discipline on bath
arganic and inorganic investment to drive maxirmum value
from our growth,

FY2022 PROGRESS
In FY2022 ROCE increased +30bps to 14.2% as high

02 STRATEGIC REPORT @3 GGVERNANCE

i STRATEGY

9;

i MEDIUM-TERM
! TARGET

profitability more than offset investment in working capital. ,] 5 /| 70/
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OPERATING CASH CONVERSION

Maintaining our strong track record of cash cenversionis a
key cormponent of our robust financial framework.

FY2022 PROGRESS

In FY2022 we delivered solid operating cash conversion
of 80% while navigating supply chain disruption and the
associated investment in working capital,

Operaticnal targets

i STRATEGY

. MEDIUM-TERM
| TARGET

100%+

i PERFORMANCE { LINKEDTO
Waced 80%
. Frzoz (R 25
Crzoo N -
Fyzaty I 74% }F11
Foots I <% cnone

i CEQ review of the year

Our operational targets are also aligned to our three Smiths Value Engine priorities.

Alternative Performance Measures [APMs) and key performance indicators are defined in note 29 to the financial statements.

GRQGSS VITALITY

Gross Vitality measures the revenue contribution of
products launched in the last five years. improved new
praduct development and commercialisatian is a key
component of our growth strategy.

FY2022 PROGRESS

In F¥2022 revenue from new products increased to 31% of
total revenue, demonstrating the success of our continued
investrnent in R&D and commercialisation of new products.

GREENHOUSE GAS REDUCTION

Meeting our commitment to deljver Net Zero Scope 1 &

2 GHG emissions by 2040 1s a fundamental part of our
sustainability strategy. Performance data 1s normalised to
revenue,

FY2022 PROGRESS

In FY2022 we achieved a reduction in Scope 1 & Z emissions

of (7.2)% normalised to revenue, Absolute Scope 1 & 2
emissians fell by {1.1}%.

. STRATEGY

1

MEDIUM-TERM

. TARGET

30%+

. STRATEGY

& ©

MEDIUM-TERM

TARGET

Net Zero
Scope 1 &
2 emissions
by 2040

i PERFORMANCE i ‘l 'I

. Fro02 _ 25% CED review of the yoar

i GrossViality s anew KPIin FYZ2022

i PERFORMANCE - LINKED TO

L e o T " REMUNERATION
. Frzo2z [ (20%

+ FY2027 data was restatec n FY2022 using the =asis

2

. READ MDRE

 Suslamahilie 50 Sralhs

of greparatior descrbed on page 29, Histonie Scope
1 & 2data s therefore ~ot comparacle
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RECORDABLE INCIDENT RATE

Gur commitment to our people starts with keeping us
all safe and healthy, This is cur essential foundation and
number one focus. Our key safety metric 1s Recordable
Incident Rate (RIR) per 100 colleagues.

FY2022 PROGRES
Group RIRin FY2022 was 0.54, 19% above FY2021, but
continued to track bielow the industry average and in the top
quartile of industry performance.

STRATEGY

0

MEDIUM-TERM

[o]e]s)

TARGET

A zero harm

workplace

{ PERFORMANCE

- Frzoz: I o
oz T 0.
FY2020 — 0.35
Pooe O 04

ITL

B4

READ MORE
Susiainabitity at Smiths

MY SAY SURVEY ENGAGEMENT SCORE

Engaging our people is key to the success of our strategy.
We have been tracking employee engagement on a range of
important cultural measures since 2017.

Qur overall global engagement score remained stable
in FY2022 and we continued to have a very high survey
response rate of 82%,

X0

| STRATEGY

Q00

i MEDIUM-TERM
. TARGET

Upper

quartile

| PERFORMANCE

oz N

! READMORE
i Sustanabitily at Smiths

DIVERSITY

We are focused on proactively increasing the number of

women in leadership roles at Smiths, with our measure

being percentage of senior leadership positions taken by
ferales.

FY2022 PROGRESS
We made progress during FY2022 to reach 24% senior
leadership positions taken by fernales.

STRATEGY
1o7

TARGET

30% by
the end of
FY2024

. PERFORMANCE

- Frzozz I 2

i MEDIUM-TERM

 Frzo2) S 2

B

READ MCRE
i Sustainability 5t Smiths

. Percentage of senior leadership pesit-ons taken by

femates is a new KPHin FY2022.
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Environment, Sacial and Gavernance (ESG) performance
is at the very centre of our Purpose, and we are committed
to sustainability leadership.

We believe In doing business responsibly, the right way every day,

and translating our Purpose and Vatues into practical action that
mobilises Smiths strengths to improve our world, We are pioneering
progress towards a sustainable future through our products,
services, operations, and our people - pursuing excellence in
everything we de. We are committing to ambitious targets and taking
tangible action to deliver vaiue for all our stakeholders.

See our Sustainability at Smiths Report for further information
on our ESG framework, priorities and performance.

READ MORE
A Sustanzhity ai Smithe Repent

Our ESG framework
We distinguish ten foundational ESG elements that are essental to our success.

SUSTAINABILITY AT SMITHS

il

auld

Commercialising
high-value

green technologies @

Delivering Respecting natural
Net Zero GHG resources

dé

Improving safety,
health and well-being

)

Oeveloping Promeoting diversity,
talent equity and inclusion

Y

Contributing to our
communities

Sl

Behaving ethically Effective long-term
and legally decision making and
transparency

Managing risk and
maintaining strong and
effective controis
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ENVIRONMENT

COMMERCIALISING HIGH-VALUE
GREEN TECHNOLOGIES

Among our biggest opportunities to deliver
stakeholder value is running our businesses well and
driving growth through delivery of top commercial
programmes that enable sustainability performance
for and through our customers.

We support customers and industries that are leading the
way to a sustainable future by developing and implementing
green technology solutions targeting climate risk, energy
transition and next generation, efficient infrastructure.

Our unigue engineering capabilities and technologies
position us strongly to support customers an this vital
Journey and we are targeting new product devetopment
oppertunities in growth markets where our technology and
capabilities offer differentiated value through improved
sustainability performance.

Developing and commercialising sustainabllity-advantaged
products and services will enable Smiths to have an even
greater pasitive impact on global environmental priorities
than we could achieve on our own.

READ MORE
Sustainability at Smiths report

DELIVERING NET ZERO GHG

We have a successful record of delivering

reductions in our operational GHG emissions.

We are now taking big steps forward.

In FY2022, we committed to ambiticus Net Zero targets that
align Smiths with the UN's critical global climate objectives:
Net Zero erissions from our operations {Scope 1 & 2) by
2040 and Net Zero emissions from our supply chain and
products in use (Scope 3) by 2050.

)30

READ MORE
Environment

RESPECTING NATURAL
RESOURCES

Natural resources are finite, and we

believe that all businesses have a responsibility

to use them respectfully and safely - minimising
cansumption and preventing pollution.

Our longstanding commitments to use energy efficiently
and rminirmise waste are increasingly of interest and value
to our customers as they also seek to manage their own
envirgnmental footprints.

=30

READ MORE
Environment
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IMPROVING SAFETY,
HEALTH AND WELL-BEING %

Our commitment to our pecple starts with keeping us
all safe and healthy. This is our essential foundation
and number one focus. We strive to always improve
and be proactive, including designing for safety;
strengthening our safety culture every day; and
working to improve our colleagues’ lives in the round.
We are thankful for those who came before us and

helped establish rabust safety cultures at our sites that

we work to continucusly renew, strengthen and connect.
We understand that strong safety culture is fundamentally
about keeping safety personal and must reflect, and
respect, our diverse and global organisation.

BJ 31

READ MORE
Safety

DEVELDPING TALENT

Our organisational commitment is to

ensure that all our colleagues have opportunities to
develop their skills and reach their full potential.
Smiths colleagues have access to training and resources
to undertake their roles safely, effectively, and in line with
our policies. Colleagues atso have access to a developing
range of personal and skills growth resources as they
progress in their careers including specialist technical
and functional and externally accredited programmes,
We are currently hening our leadership pregrammes to
better support business needs and so that cur leaders
can more effectively support their teams.

READ MORE
Sustamahility 51 Smilhs report
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SOCIAL continued .

PROMOTING DIVERSITY,
EQUITY AND INCLUSION 605}
o

Our team of colleagues represents dozens

of nations, speaking a muttiplicity of languages,

and embadying many different perspectives. We strive
to embrace these differences and promote actions and
behaviours that will deliver an inclusive and supportive
work environment where every member of the Smiths
team can be the best version of themselves.

We know that when colleagues feel included, valued, and
encouraged to make a meaningful contribution, Smiths will
thrive as we continue to attract and retain the diverse talent
that we need.

)33

READ MORE
Feople

CONTRIBUTING TO

OUR COMMUNITIES @

We aim to improve our world by

contributing positively to our communities

and society in general.

Smuths products and services support critical global
industries where we are pioneering progress in
safety, efficiency, and environmental performance.
Our operations around the world play a beneficial

role in lacal economies through job creation and skills
developrment; procurernent and generating tax revenues;
and operating safely, enviranmentally responsibly and
ethically. We also engage directly through fundraising,
charitable giving and education initiatives.

READ MORE
Sustamability at Sreihs reper:
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GOVERNANCE

BEHAVING ETHICALLY
AND LEGALLY

Behaving ethicalty and with integrity is a
fundamental part of our Values. We also operate in
some highly regulated markets and sectors which
require strict adherence to local and international
industry regulations.

We have a mature governance environment with exacting
standards, robust diligence processes and a proactive
management approach. And we seek to work with partners
who support our Values to minimise risk and maximise

our pasitive social and envirenmental impact.

READ MORE
Sustainability al Smiths report

MANAGING RISK AND

MAINTAINING STRONG
AND EFFECTIVE CONTROLS

Continual assessment and managernent of risks,
and assurance through internal controls, is an
integral part of day-to-day operations at Smiths.
Qur enterprise risk managernent (ERM) process supports
open communication on risk between the Board and the
Audit & Risk Committee, the Executive Commutiee, our
divisions, and sites, and ensures that risk is appropriately
managed to deliver our business objectives. ESG matters

are fully integrated into the FRM process and are identified
and managed in the same way as other Group risks.

=J'46

READ MORE
Frck mranagemen:

EFFECTIVE LONG-TERM
DECISION MAKING
AND TRANSPARENCY

Good guatity, ethical and effective decision-

making builds sustainable businesses and

enables them to create long-term value for

all stakehotders.

Qur overall governance framework provides the structures
and systerns through which our strategies and objectives
are set and achieved, how risk is monitered and managed
via controls, and how our performance 1s managed and
optimised with appropriate oversight from the Beard.

B) 56

READ MORE

Goeerninge
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Qur ESG strategic priorities
Our sustainability strategy tollows our Smiths Value Engine priorities - Growth, Execution and People.

Within this framework, we focus on our highest-impact oppartunities to accelerate performance and create value with specific actions
that will lead to concrete and measurable resuits.

Deliver sustainable growth by targeting high-growth markets where we can F] ' 1 2

leverage our unique capabilities to develop and deliver differentiated technology ‘ RE: b MORE

N solutions which help solve some of the world's biggest challenges for our ahoul Growth
Growth customers and global communities

- Priaritise new product development (NPD) programmes that deliver the sustainability
perfermance our customers need and want. Develop and designate lop sustainabie
growtfi NPD programmes in each division that contribufe significantly to divisional
revenuc growth and where commercial success will deliver corresponding
sustainability performance benefits, such as energy efficiency, GHG reduction,
and renewable cnergy production

- Integrate environmental sustanability metrics inte our NFD processes ta cnable
our own Net Zero delivery, and our custerers’ and the industrics we scrve

Deliver our commitments to Net Zero Science-Based Targets (SBTs) : EJ "13
and further improve the environmental performance of our operations ;

{ READ MORE
. ) ' ahoul Freculion
Execution - Detiver operational targets for renewable encrgy, waste generalion, waler use ‘ {Frecutios
and packaging
- Deliver Net Zero GHG emissions commitments for Scopes 1, Zand 3and a
SBTs through energy efficiency and renewable encrgy, including optirmising produc

design and cur supply chains

Deliver for people, ensuring that we grow our business in line with our Values,

our Leadership Behaviours, and pian for the long-term future of Smiths :
* READ MORE
- Sustain and vilatise our safety culture and performance o 2houl People

- Develop and empower Smiths talent for the future

- Embed an inclusive and diverse culture and increase gender diversily

Remuneration

To align decision-making and ownership of our ESG goals, SSE
metrics will form part of the Srmiths annuat and long-term incentive
plans for FY2023. A GHG reduction metric farmed part of cur long-
term incentive plan in FY2022.

i '7 5 READ MORE
> Remuneration & People Corrmitles Repor
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Our enabling culture

At Smiths our culture empowers and enzgbles our people to deliver
on cur Purpose. Living our five Values every day, in each action and
decision that we take, makes Smiths a place where we are happy
and proud to work. it's what makes us reliable, trustworthy, and
valued partners for our customers and suppliers and supports the
leng-term sustainability and success of our business model.

The Smiths Leadership Behaviours incorporate our Values

and apply them te delivering for all stakeholders. The seven
Leadership Behaviours describe how we work with one another,
demonstrate our Values, and create value through cur actions.
Irportantly, the Leadership Behaviours apply to everyone at
Smiths - from the shop flocr to senior executives. Whatever role
we play, we can all demonstrate and develop our Leadership
Behaviours te improve and deliver as a team, develcping

and sharing our talents to support each other and improve

our tomorrow.

Our goal is to use the Leadership Behaviours to inspire and help
strengthen and shift the Smiths culture to be even more dynamic,
inclusive, and focused on delivering results that create value for
our peeple, customers and other stakeholders.

We have been tracking engagement on a range of important
cultural measures including safety, ethics, belonging, inclusivity,
leadership, and service since 2017, Our overali global engagement
score remained stable for May 2022 and November 2021,

Just below the benchmark provided by our survey pariner.

We continued to have a very high survey response rate of 82% in
May 2022 with nearly 19,000 comments submitted, See our KPls
on page 23.

We will continue to use the survey in a transparent and meticulous
way to surface issues and more precisely understand what we
are doing well and where we need to do better. We also intend

to flex the questions in future surveys to test engagement

within focus areas and to ensure that we continue to work and
communicate effectively.

Ethics

Behaving ethically and with integrity s a fundamental part of our
Values. Our Code of Business Ethics guides Smiths colleagues
to recognise and deal appropriately with legal and ethical issues
that they may encounter in the course of their work. This is
supplemented by a suite of policies and procedures relating to
specific ethics and compliance matters.

Our colleagues and business partners are expected to report any
activity - whether in our business or those of our partners - that
they consider may be in breach of our ethics codes and policies.
Both cur colleagues and partners have access to our confidential
‘Speak Out’ reporting hotline, which is accessible 24 hours a day,
seven days a week. Reports can be made anonymously.

02 STRATEGIC REPORT 03 GOVERNANCE
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OUR VALUES
Integrity Respect Ownership Customer Passion

Facus

SMITHS LEADERSHIP BEHAVIOURS

Smiths
Value
Engine

PEOPLE

Live
Sraths Vilues
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ESG governance and oversight

The Smiths Board of Directers and Executive Corminiltee

have ultimate responsibility for Smiths ESG performance and
associated governance and oversight The Science, Sustainability
& Excellence (SSE) Committee of the Board, chaired by Dame
Ann Dowling, is responsible for overseeing the Group's appreach
to science, sustainability, and excelience. The oversight

covers R&[, commercialisation and sustainability strategies,
including the impact of climate change and related metrics

and targets. The Remuneration & People Committee oversees
ourappreach to people and culture matters, and the Audit &

Risk Comrnittee oversees our risk management processes

and systems of internal cantrol. The Nomination & Governance
Committee keeps the Group's high-level governance framework
under eview lo ensure appropriate guidance and oversight is
rmaintained. Sustainability strategy and delivery are led by members
of the Smiths Executive Committee: our Chief Sustainability
Officer; Chief People Officer; Greup General Counsel; and our
divisional Presidents.

Our strategic oversight and collaboration model enables us to

bring together the skills and knowledge of our Board, our executive
teamn and business and functional leaders to drive effective long-
term decision making, ESG innovation and best practices across
Smiths. Our Smiths Excellence System supports the whole, driving
business-wide results-focused execution. ESG melrics and targets
are cascaded through the divisions and embedded in our core
operating model.

ESG reporting

We follow established reporting standards and regularly report our
performance, transparently sharing our data and engaging with third-
party ratings agencies. We use this information to evaluate our own
progress and inform the work we are doing in our focus areas.

ESG governance and oversight model
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Environmental data - basis of preparation

Group environmental data in this report excludes Smiths Medical.
Smiths Medical energy use and GHG Scope 1 & 2 emissions data is
shown separately in the table on page 30.

In preparation for setting Science-Based Targets aligned to

our Net Zero commitments, in FY2022 a robust review of our
FY2021 Scope 1 & 2 GHG inventory and historic assessments of
materiality and classification was undertaken by our external
specialist partner, Ramboll. This was undertaken in accordance
with IS0 standards. This process resulted in the reclassification
of certain activities and site data, previously determined to be
immaterial and Scope 3. The reclassification meant that such
activities and data is now incorporated within our Scnpe 1 8 2
inventories. In addition, our GHG emissions are calculated using
revised regional emissions factors. Based on this work, energy
use and emissions data for Smiths Group has been restated from
that previously disclosed for FY2021. The same approach has been
used for FY2022 emissions data and calculations.

FY2021 restatement:

- Smiths leased ground fleet and small leased offices/sites
(previously considered to be Scope 3) re-classified as Scopes
1&2Z {added 39,083 MWh]

- Inclusion of our Royal Metat acquisition’s site and transportation
fleet (added 5,289 MWh]

- Energy use updated for some sites (added less than 500 MWh)

- Regicnal Scope 2 emission factors updated (reduced emissions
by 9,981t COze)

- Base revenue data has also been updated for all normalised
caleulations including GHG emissions, water and waste

Stakeholder expectations, standards and third-party assurance
practices continue to evolve in this area, Our methods and
practices will continue to improve and be reflected in our
environmental performance results and asscciated disclosures.

Smiths Board

Science, Sustainability & Remuneration & Nomination & Audit &
Excellence Committee People Committee Governance Committee Risk Committee

Executive Committee

s . Chief Sustainability . . Group General
Divisional Presidents Chief People Officer

ESG
Leadership
Teams

Division Commercial
Teams - Technology/
Sustainable design

Group HSE

HSE Technical
Committee
- safetyand

environment

Energy Team
- energy
efficiency and
GHG delivery

NPD management
- customer value and
sustainable design

Director of
Internal Audit
and Risk

Group
Ethics and
Compliance

HR Leadership
Team

Company
Secretary

Business
Ethics
Councils

HR Business
Partners

Smiths Excellence System
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ENVIRONMENT

Sniths has had environmental improvement targets since FY2007.
Since FY2007 we have reduced water use and non-recyclable
waste by more than 30% on an absolute basis and we have
increased the use of renewable electricity in our operations to 63%
of total electricity use (sites reporting utility data under Smiths
HSE Reporting Policy, with 20 or more employees). We achieved
this by engaging our pecple, changing our processes, investing in
low-carbon and energy efficient technclogies, and increasing our
use of renewable electricity.

Climate-related risks and their potential impact on the business
and its strategy form part of risk reperting and 11sk managemcnt
across the Group. Due to its long-term nature, climate change 1s not
considered to be a principal risk, but we recognise the importance
of assessing both physical and transition risk from climate change
in a formal way. See our TCFD disclosure on page 35.

We have agreed the three standards relevant to our business under
the Sustainability Accounting Standards Board (SASB) framework
{(Aerospace Defence; Electronic and Electric Equipment; and
industrial Machinery and Goods) and we are reviewing the potential
applicability of a fourth (Electronic Manufacturing and Original
Design Manufacturing). in FY2022, we undertock a gap analysis to
identify the reporting areas we need te progress to fully atign ta the
tramewaork and are targeting alignment during FY2023.

In FY2022, we committed to ambitious Net Zero targets that
ailfgn Smiths with the UN's criticat global climate objectives:
Net Zero emrussions from our aperations {Scope 1 & 2) by 2040
and Net Zero emissions from our supply chain and products
in use (Scope 3} by 2050.

Performance in current three-year goal period

Use of renewable electricity'?
Nermalised greenhouse gas ernissions®*

Normalised non-recyclable waste?

Normalised water use in stressed areas (11 locations)??
Water reduction projects
Packaging reduction projects

1 Non-GHG producing #lectric spurces including hyaroelectric snd ~uclear,

2 Sites reporting utility data under Semuths HSE Reporting Pohcy, with 20 or more employees
3 No'mabsed fo revenue. Absolule GHG emiss.ans dowr 1,1%
4
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We have committed to set Science-Based Targets (SBTs) with
the SBT initiative (SBT) and signed on 1o the 1.5° C Business
Ambition under the UN Race ta Zero, covering Scope 1, Zand 3
GHG emissions. We will submit proposals to the SBTiin 2022 to
establish our bespoke plans and interim SBTs.

Based on our review of data materiality, our Scope 3 emissions will
likely significantly exceed our operational ernissions [Scopes 1 &
2). As is typical and expected for diversified industrial businesses,
ermissions associated with our supply chain (Category 1 Purchased
Goods and Services) and Products in use ([Category 11) are
anticipated, pending in-process verification, to account for the
majority of cur Scope 3 emissions. As required by the SBTi, our
proposed interim reduction target will caver more than two thirds
of our total Scope 3 GHG inventory.

We recognise that delivering our Net Zero targets will require
consisient and priority focus across all aspects of our global
operations for the next 15-25 years. In FY2023, we will be
focused on establishing foundational processes and approaches
necessary to define and deliver near- and mid-term targets,
including the interim SBTs required under the SBTi framework.

Energy use and GHG (Scope 1 & 2) emissions
Smiths includes its Streamlined Energy and Carbon Reporting
(SECR) for F¥2022, including our emissions and glohal energy

use and intensity (nermalised) retric below. Our GHG emissions
calculations and reporting foliows the WRI/WBCSD Greenhouse
Gas protocol (operational approach) and covers emissions from

all sources under our confrol, grouped under Scope 1 and Scope Z.

FY2022-2024 target

+5% increase to 66%
5% reduction

5% reduction

. Progress FY2022
+2% increase to 63%
7.2% reduction

11.5% reduction
4.5% reduction

12 projects

§ projects

5% reduction
10in FY2022
. Binfyz0z2

We have buill a more aggressive GHG reductior target trajectory to meet our SBTs and an energy efficiency target inta our colleague and executive incentive plans for FY2022

Energy use and GHG (Scope 1 & 2) emissions

Global energy use - absolute values

UK energy use

Srniths Medical®

Srmiths Medical UK-

Global emissions - absolute values
Scope 1(dwrect emissions!

Total
UK Scope 1 & Zemissions
Smiths Medical Scope 1 & 2 ernissions?
Smiths Medical UK Scope 1 & 2 emissionse
Global emissions - normalised values
Scope 1 {direct emissions) o7
Scope 2 lindirect emissions)

Total T

1 Fv2021 dataupdated to lowing verif'cation. See pasis of preparation satagraph on page 29

FY2022 FY2027

Kwh 224,334,020 224,394,230

Kwh TWG445900 0 n/a

KWh 27463800 75,006,500

KWh 451800 nfa

 1COe RERY 20378

1008 32539 . 31865

- L0k 51,470 52,243
T Ticoe Tapss T o
1C0;e 4,176 16,740

180 7 L

t COze/Em revenue 7.L6 8.47
1 COze/tm revenue 12.68 13.2¢
tCOze/Em revenue 2014 21

2 Stuths Meaical FYZ027 and FY2022 data 's not 'ncwded 'n Group data 3ng nas not beer updated for the cha~ges descr.bed above
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Energy efficiency and renewable electricity
Accelerating projects that reduce overatl energy use and increase
our use of electricity from renewable sources will be critical to our
success in gehieving our Scope 1 & 2 targets.

In FY2022, we established a Group-wide Energy Team to prioritise,
coordinate and ensure delivery of the projects necessary to

meet our Net Zero and SBT commitments, including energy
efficiency, onsite renewable energy (e.g., solar), and procuring
renewable energy. The Energy Team will play a critical rele in
identifying, aggregating, supporting and tracking projects as we
move forward.

63% of the electricity currently used in our operations is from
renewable scurces (sites reporting utility data under Smiths HSE
Reporting Policy, with 20 or more employees) and vur goal is to
increase this to 66% by the end of FY2024 and to 100% by 2040.

We undertook a global survey of onsite renewable opportunities in
FY2021 and have been evaluating a range of technologies including
solar, wind, low-carbon heating and cooling (LCHC), and combined
heat and power [CHP). An onsite renewable energy system is
already in place in Suzhou, China and we have recently completed
a solar installation at Smiths Detection, Johor Bahru, Malaysia.

Environmental management

Performance against our comprehensive portfclio of
environmental policies is cverseen by our internal audit process
and we Maintain an external environmental compliance audit
programme of approximately 15 sites every year. All Smiths
operaticnal sites with over 50 colleagues are required under
Group policy to be certified under 1S0 environmental and safety
standards {18001 or 45007 and 14001) - approximately 60 sites
- unless they were recently acquired just before or during the
COVID-19 pandemic. Those sites were not allowed third party
visitors during the pandemic and are now working towards
certification as local conditions atlow. We had no environmental
spills or environmental compliance penalties or fines in FY2022.

Restricted substances

All divisions participate in a regular forum to share best
practices and ensure compliance with global restricted
substance regulations including WEEE, RoHS, Propéb, REACH,
TSCA and Responsible Minerals. We operate a Restricted
Substance Steering Committee to ensure that we are
adequately resourced in this area.

RECORDABLE INCIDENT RATE
Per 100 colleagues

0.94

FY2021:0.47

mum_ — o
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Safety

We have an extensive set of health and safety policies and procedures
that all operations are required to follow. Performance against these
policies is cverseen by an audit process that also covers all Smiths
production facilities including 150 HSE management systems.

Q

We report all injuries globally in accordance with US OSHA guidance.
Qur headline safety metrics are Recordable Incident Rate (RIR) -
where incidents require medical attention beyond first aid - and
Lost Time incident Rate (LTIR) - where a colleague is unabte to work
follewing an incident - per 100 colleagues, per year across Smiths.

In addition to prepat ing injury reduction plans, each of our divisions
is required to set completion targets for the Safety Leading
Indicator {SLI) proactive and preventative safety measures most
relevant to their operations, with an expectation of achieving 95% of
target annually. SLIs include activities such as safety inspections,
leadership tours, training, and our safety look out peer-te-peer
gbservation programme.

Our Group Recordable Incident Rate in FY2022 was 0.54; 15%
above FY2021 but continued to track below the industry average
and in the top quartile of industry performance’. Qur Group Lost
Tirme Incident Rate was 0.24.

While our focus on safety did not waver during FY2022, like many
companies, we faced several challenges that likely affected cur
safety performance. Evidence indicates that these increased injury
rates have been broadly experienced across the industrial sector
more recently. Staffing and supply chain challenges during and
following the COVID-19 pandemic have meant that at some Smiths
sites colleagues have had to work irregular or extended hours.
Nearly 3,000 colleagues reported having COVID-1? during the year;
returning to work and suffering the after-effects of COVID-19 is
challenging. We have seen the further impact of limited face to face
interaction; safety committees unable te meet; limits on travel; and
the general impact of people dealing with the upheaval of COVID-19.

This performance does not reflect the work environment we wish
to have, and we intend to improve safety performance consistently
year on year by continuing to invest in new programmes, training
activities and site-specificinjury reduction plans.

During FY2022 Smiths recorced zere work-related colleague or
contractor fatalities. Three contractor recordable incidents were
reported. We received no significant safety fines or penalties.
Including Smiths Medical, we achieved an RIR 0of 0.50 and an LTIR
of 0.21. The nature of work in the Smiths Medical operations meant
that the division previously had a positive impact on injury rates.

1 BLS data - NAICS 339900, htips /fwww.bls.gov/iffoshsum.htm#20Quartite_Data

LOST TIME INCIDENT RATE
Per 100 colleagues

0.24

FY2021:0.20 _ R .
rrzo22 I -
ryzoz1 0.20

Frzozo I 27
Fra1s I 0
Frens I 019
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COoVID-19

Safety precautions relating to COVID-19 have been an important
feature of our overall safety efforts over the last 30 months.
While many restrictions have now been lifted, we continue to
menitor the situation, and each of our locations continues to
comply with local requirements as infection rates fluctuate.

Practical measures to support cur colleagues across the period
have included:

~ An unwavering focus on COVID-safe work environments

~ Pursuing a consistent approach to core employee benefits including
{ife cover, critical illness, disability, and medical insurance

- Rolling out a glohal Employee Assistance Programme (EAP)

- Regular cornmunication, bespoke resource sites and
wellness materials

As a Group, we are honcured by the incredible efforts made

by our teams in supporting their own safety and the safety of
others, including in our communities, while continuing to serve
our custorners across this extended period. Our data indicates
that colleague COVID-19 cases have typically tracked local
community cases and that there have been very few instances
of transmission at work.

Engaging with our colleagues

Cur giokal communications activities are designed to engage
celleagues around the world with our Purpose and our strategy.
Key communications materiais are translated into our ten

core languages.

Our Smiths Now app is a platform for colieagues to receive news
from around the business and share their views and stories and
is always active with grassroots content. There is aiso a global
fortnightly e-newsletter, Signal, which amplifies key company
news fo the globai business. Our intranet web portal acts as an
online hub for helding rescurces for many areas including safety,
well-being, ethics and cornpliance, diversity and inclusion, and
T tips.

We undertook our My Say colleague engagement survey in
Novernber 2021 and May 2022 and communicated the key
outcomes to colleagues.

We undertook a nurmber of engagement projects in
FY2022 including:

~ Communications around our results announcements
and Capital Markets event;

- Communications around ocur SES Awards and My Say surveys;

- Aglobal Town Hall in May 2022;

- Qur Smiths Day celebration of Smiths culture in June 2022.
Mermbers of the Executive Committee shared video messages
and visited sites around the world to share Smiths Day
with colleagues;

- Global leadership summits for our Seniar Leadership team in
Novernber 2021, February 2022 and July 2022 with the next one
planned for Novemnber 2022; and

- Aronline presentation and Q&A about pay and the work of the
Remuneration [now the Remuneration & People) Committee
hosted by Committee Chair Bill Seeger.

Members of our Execufive Committee and Board have also visited
arange of Smiths sites during the year. Read more on page 50,
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Developing talent

There are many opportunities for people to grow their careers at
Smiths. Qur more structured and diverse approach to succession
planning following the talent reviews this year has enabled us to
identify and develop high-potential individuals from a broader pool
of diverse colleagues from all geographical regions, specialised
skill sets and industry experience. Separately, appointments to our
most senior roles are discussed at a monthly Talent Development
Committee comprising all members of the Executive Committee,
This year also saw the intreduction of a new organisational metric
to enable meaningful measurement of talent progression through
the organisation. We will continue to invest in internal talent
mobility as a significant source of value for Smiths.

While our divisions serve different markets, theie 1s much
common ground in the qualities and skill sets required in cur
technical teams as they enable us to deliver efficiently and create
new products for the future. We see opportunities to leverage
this common ground more effectively by creating formal Group-
wide technical cammunities where groups of specialists can
connect, share problerns and ideas, and contribute to delivery of
our strategy - for example energy reduction projects. We planto
introduce a common technical career ladder across the Group
that will provide career visibility for individuals and enhance
intarnal talent mobility.

Reward and recognition

Recognising and rewarding colleagues in a fair, open and
meaningful way is an important underpin to developing talent.
We are committed to fair pay practices and ensuring that
colleagues participate in our success.

We have been an accredited Living Wage employer in the
UK since 2018.

In the UK, we operate an all-employee Sharesave Scheme,

which enables colleagues to buy Smiths shares at a discounted
rate. We have also been undertaking a process to align employee
benefits across markets, so they are the same for colleagues in
any of our four divisions or Group. We have completed this work in
China, India and Mexico to date.

The Board is conscicus of the challenging impact of current
inflationary pressures on colleagues and this is reflected inthe
management decision to focus more of the salary increase budget
on those who are mare significantly affected in the coming year.
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Diversity, equity and inclusion
We provide equal employment oppertunities. We recruit, support
and promete our people based on their gualifications, skills,

aptitude and attitude. In employment-related decisions, we comply

with all applicable anti-discrimination requirements in the
relevant jurisdictions. We have zero tolerance for discrimination,
harassment or retaliation.

People with disabilities are given full consideration for
employment and subsequent training (including re-training,

if needed, for people who have become disabled), career
development and promaotion based on their aptitude and ability.
We endeavour ta find roles for these who are unable to continue
in their existing job because of disability.

We are focused on proactively increasing the number of woemen in
leadership roles at Smiths, as well as understanding the
challenges and barriers that may be impeding them from fulfilling
their potential. We have some way to go, which is why it is one

of our ESG strategic priorities.

We have five female members of the Smiths Board (45%),

and we welcorned three new female members 1o our Executive
Committee in FY2022 {31% women). Women make up 28% of
our global colleague population, but only 24% of our 656 senior
leaders. We are working to change this wath a programme

of activities designed to identify, support and advance the
careers of the high-potential women we already have at Smiths.
Our target is to reach 27% by the end of FY2023 and 30% by

the end of FY2024.

The opportunity to improve in the diversity, equity and
inclusian area has been recagnised and prioritised in cur
People strategy. Besides clearly articuiated diversity metrics
and objectives, in FY2023 we will also introduce our revised
people leader development pragramme, which is fully aligned
to our Smiths Leadership Behaviours. One entire learning
maodule in the programme will be focused on emationat

and cultural intelligence, conscious inclusion, and the role

of leaders in setting and leading diverse tearns, In addition,
every division has introduced its own diversity and inclusion
priorities, often supported by dedicated indviduals, and
including underrepresented group networks, education,
communication and other support activities.

Comrmunities

Our direct economic contribution to communities and sociaty
was £2.33bnin FY2022.
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GENDER DIVERSITY IN THE GROUP

BOARD OF DIRECTORS

W Male

B Female

EXECUTIVE COMMITTEE

W Male
W Fomale

SENIOR LEADERSHIP TEAM'

| Vale

B Female

495 {ra%)

158 (249

TOTAL COLLEAGUES

1 Semor Leagershup Team is the KPl used to track gender diversity at Smilhs. Itig
defined as all colleagues that are Grade "4 or above. Data for Grade 14 and above
pius Directors of subsidiary companies. nline with the defirition in the Companies
Act 2604 {Strategic Report and Directars’ Report) Regulations 2013 1s Female- 171
and Male 5&1.

33
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GOVERNANCE

Human rights

We consider violations of human rights io be appalling crimes.
Conduct that exploits workers or denies them the rights and
benefits to which they are legally entitied is wholly inconsistent
with our Values and policies and 1s not tolerated. We recognise the
important responsibility we have, and we support the vision of a
world where everyone can enjoy their universal human rights.

Our Human Rights Policy 15 guided by the international human
rights principles encompassed in the Universal Ueclaration

of Human Rights, the International Labour Organization's
Declaration on Fundamental Principles and Rights at Work, and
the United Nations Guiding Principles on Business and Human
Rights. We adhere to national law and regulations in each market
in which we operate and, should we encounter conflict between
internationally recognised human rights and national laws, we will
seek ways to honeur the principles of international human rights.
All persons waorking for, or on behatf of, Smiths are required to
adhere to our Policy and approach.

Our Responsible Minerals Sourcing Policy addresses our
commitment to the sourcing of minerals in an ethiral and
sustainable manner that safeguards human rights and aims to
ensure that tin, tungsten, tantalum, gold and cobalt are sourced
with due respect for human rights and in a2 manner that does not
finance armed groups. Te achieve this objective, we take guidance
from the OECD Due Diligence Guidance for Responsible Supply
Chains of Minerals fram Canflict-Affected and High-Risk Areas.

We expect those with whom we have a business relationship -
suppliers, contractors, subcontractors, and anyone else in our
supply chains, including any recruitment agents or other providers
of labour {temporary or otherwise) - to share our commitment to
human rights and to be free from practices associated with human
rights violations, including forced/involuntary labeur or modern
slavery. We take very seriously any allegations that human rights
are not properly respected.

We have not identified any serious human rights issues in our
operations or in those of our suppliers in FYZ022,

The Srniths Medern Slavery and Human Trafficking Statement
FY2022 can be found on the Smiths corporate website
www.smiths.com
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Anti-bribery and anti-corruption

Bribery and corruption matters are covered by our Code of
Business Ethics. We also have specific policies and procedures
relating to activities that create bribery and corruption risks, and
an dmbrella anti-bribery and anti-corruption policy that provides
a single view of eur approach. These policies cover a broad range
of matters including the giving and receiving of gifts, meals, and
hospitality; invitations to government officials; our approach to
facilitation payments; and controls around the appointment of
distributors and agents, customs brokers, and freight forwarders,
Qur ethics dashboard enables us to interrogate our register of
gifts. meals and entertainment in an effective and useful way.
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FINANCIAL
DISCLOSURES

The Task Force on Climate-related Financial Disclosures
(TCFD) helps to improve transparency on climate-related
risks and opportunities by providing an internationally
recognised framework to guide companies in making
more effective climate-related financial disclosures.

Over the last three years we have demoenstrated our continued
comrmitment to aligning with the recommendations of the TCFD
through expanding and updating our assessment of climate-
related risks and opportunities. This ongoing systematic
assessment has allowed us to identify the potential risks and
opportunities that climate change presents to our business,
enabling us to better prepare for an uncertain future and ensure
that our business strategy is resilient to future changes.

Mitigating our risks and realising our opportunities
Our dwversified portfolio, respensiveness to new market
requirements and geographic spread cf assets mean that
our business is well prepared to respend to climate risks
in the short term,

However, the future is uncertain, sc in FY2022 we have and will
continue to take action to strengthen our longer-term climate
resilience, implementing measures to reduce our exposure to the
potential climate risks we have identified and ensuring that Smiths
is best positioned to realise our opportunities. For example:

Climate-resilient assets: John Crane has undertaken analysis to
identify facilities vuinerable to the effects of climate change and
has put in place monitoring and mitigation measures to account
for extreme weather, For example, one site has been relocated
as a result of recent insurance claims caused by flooding issues.
John Crane has also considered the risk of extrerme weather
during site selection of new facilities, including consideration

of hurricane paths and preximity to flood plains.

Mitigating supply chain risks: Across all the divisions, single
source materials are avoided wherever possible and instead,
an approach of sourcing from multiples sites in multiple
locations across the globe is taken. This increases resilience
of the supply chain against regional disruption caused by
extreme weather events.
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Keeping costs down: To mitigate the risks associated with rising
resource costs, the Procurement team has evaluated Smiths
Detection’s supply chain and transportation processes for
efficiency improvements. This included implementing measures
such as optimisation of space in freight through reusable stacking
solutions and exploring localised business models to reduce
product transporiation distances.

Strengthening oversight and ownership: Our newly formed
Science, Sustainability & Exceilence [(SSE) Committee of

the Board, chaired by Dame Ann Dowling, is respansible for
overseaing the Group’s approach to science, sustainabhility,

and excellence. The oversight covers R&D, commercialisation

and sustainability strategies, including the impact of climate
change and related metrics and targets. We also appointed a Chief
Sustainability Officer to the Executive Committee.

The SSE oversees the following:

- Prigritising new product development programmes whose
commercial success will deliver revenue growth and
corresponding sustainability performance benefits to and
through our custemers. This includes energy efficiency, GHG
reductions and renewable energy preduction and use.

- Delivering Net Zero GHG emussion commitments for Scopes 1,2
and 3 and associated 58Ts through energy efficiency. renewable
energy, and optimising product design and our supply chains.

TCFD recommended disclosures

At the time of publication of this Annual Report, the Group has
made climate-related financial disclosures consistent with the
TCFD's recommendations and Recommended Disclosures
pursuant to Listing Rule 9.8.6 {R) (8). The following table
summarises our disclosures and refers to where further detail
on climate-related financial disclosures can be found in this
Annual Report,

In completing this work the Group made use of TCFD guidance
material including the TCFD technicat supplement on the use
of scenario analysis, TCFD Guidance on Metrics, Targets, and
Transition Plans, and the TCFD Guidance for All Sectors.

The Groug is continuing to make progress across all four pillars of
the recommendations and is working to further align and be more
transparent in its disclosures in line with the evolving guidelines to
better communicate the work that is being done internally.

In FY2023 we intend to undertake a materiality assessment to
demonstrate that Smiths has considered the mast important
topics in ESG, including climate risk and opportunities.

We are also developing a Group-wide strategic response to
energy transition in relation to our own targets, the implications
on current customers and end use markets, and opportunities
for Smiths.

In FY2023 we intend to prepare and publish a detailed, standalone
TCFD document to enhance our disclosures to cover these
matters and take account of progress.
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a. Describe the Board's oversight of climate-related risks and opportunities.
The Board oversees the Group's approach to sustainability, including climate change. The Board has

GOVERNANCE

Disclose Smiths governance oversight of aur Group and divisional strategies, receving regular updates on performance and deep
around climate-related risks dwes into divisicnal strategy on a rotational basis. Climate change opportunities are integrated into
and opportunities. our strategic planning processes, including our ESG framework and ESG strategic priorities. The SSE

Cemmittee of the Board is responsible for overseeing the Group’s approach to science, sustainability
and excellence. The oversight covers R&D, cornmercialisation and sustainability strategy, including
the impact of climate change and related metrics and targets. The Audit & Risk Committee of the
Board is responsible for reviewing and assessing the effectiveness of risk management, including
climate risk in the business. The results of our annual assessment of climate change risks and
opportunities are reported to the Audit & Risk Committee.

- See Board governance model page 57

- See ESG governance and eversight model page 29

See Enterprise Risk Management (ERM) process page 46
- See Board activity page 60

See SSE Committee Report page 89

See our ESG framework page 24

1

1

- See our ESG strategic priotities page 27
- See Stakeholders and 5172 Statement page 41

b. Describe management’s role in assessing and managing climate-related risks

and opportunities
The Executive Commuttee is responsibie for the Group's approach to sustainability, including climate
change. Climate-related risk is reported and managed in the same way as other risks in the business.
Over and above this, the results of cur annual assessment cof cimate change risk and opportunities are
reported to the Executive Committee and integrated into our strategic planning processes, including
our ESG strategic priorities. Qur Group and divisional strategic review and planning processes consider
and respond te climate-related opportunities as part of our divisional strategic planning processes and
our ESG framework and ESG strategic priorities. To align decision-making and ownership of our ESG
goals, sustainability metrics form part of the Smiths annual and long-term incentive plans.
- See Enterprise Risk Management (ERM] process page 46
- See ESG governance and oversight model page 29
- See our ESG framework page 24
- See our ESG strategic prionties page 27
- See Our business model page ¢
- See Qur strategy and megatrends page 10
- See Remuneration & People Committee Report page 75
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STRATEGY a. Describe the climate-related risks and opportunities the organisation has identified

over the short, medium and long term.
Disclose the actual We conduct a systermatic assessment an an annual basis to identify physical and transition risks
and potential impacts of and opportunities over the shert, medium and leng term. Further, our Purpese and commitment
climate-related risks and to sustainability leadership are reflected in our intent to prioritise ESG performance at Smiths.
oppertunities on the Group's We therefore place additional emphasis on our respense to megatrends in our sectors which relate te
business, strategy and the energy transition agenda and overall reduction of waste and energy use.

financial planning, where

; o - Seethis year's reporting on Key transition risks and opportunities and Key physical risks
such infarmation is material.

and opportunities page 40
- See Mitigating our risks and realising our opportunities page 35
- See Our business model page 9
- See Our strategy and megatrends page 10

b. Describe the impact of climate-related risks and opportunities on the organisation’s
businesses, strategy and financial planning.

We incorporate the climate-related risks and opportunities we dentify into our business planning

and strategy development processes at both the division and Group-level, including our ESG

framework and strategic priorities. To align decision-making and ownership of our ESG goals,

sustainability metrics form part of the Smiths annual and leng-term incentive plans.

- See Mitigating our risks and realising our opportunities on page 35
- See our ESG framework page 24

- See our ESG strategic priorities page 27

- See Environment performance page 30

- See Qur strategy and megatrends page 10

- See Chief Executive Officer’s review of the year page 11

- See Remuneration & People Committee Report page 75

¢. Describe the resilience of the organisation’s strategy. Taking into consideration
different climate-related scenarios, including a 2°C or lower scenario.
The scenarios we use to assess the resilience of our business always include consideration of a 2°C
or lower scenario. This year we have expanded the range of scenarios we assess ourselves against
and have disclosed our ratings of the resilience of our business against cur identified potential
risks. Whilst climate risk 1s not considered a principal risk for Smiths, failure to meet stakeholder
expectations on ESG obligations is considered a principal risk. This is addressed through Group
strategy and our ESG strategic priorities.

- See Scenario analysis - building upon previous work on page 39

- See Key transition risks and opportunities and Key physical risks and oppertunities page 40
- See Principal risks page 4%

- See our ESG strategic priorities page 27
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RISK MANAGEMENT a. Describe the organisation’s processes for identifying and assessing
climate-related risks.

Disclose how Smiths identifies, Climate-related risk Is reported and managed in the same way as other risks in the business.

assesses and manages Over and above this, we conduct a systematic scenario analysis exercise on an annual basis to

climate-related risks. identify and assess climate-related risks and apportunities. This uses the following staged process:
i. Understand revenue streams as base case: il. Climate scenaric analysis - high-level risk and
opportunity mapping cenducted over two physical and two transition climate scenarios over two
time horizons (medium- and long-~term); iii. integrated financial impact assessments ~ risks and
opportunities identified to uncover the financial drivers that will inform and shape future investment;
and iv. Testing and validation - workshops conducted at Group and divisional level to refine the risk
and opporiunity mapping by reviewing potential materiality over time, identify potential mitigation
measures to inform strategy, and refine metrics and targets.

- See ERM process page 46

- See this year’s approach in Scenario analysis - building upon previous work on page 39

b. Describe the organisation’s processes for managing climate-related risks
Climate-related risk is reporied and managed in the same way as other risksin the business. As part
of our annual scenario analysis exercise, we also identify key actions to mitigate potential climate-
related risks and to realise our identified opportunities. See staged process described above.

- See ERM process on page 46
- See Mitigating our risks and realising our opportunities on page 35

c. Describe how processes for identifying, assessing, and managing climate-related risks
are integrated into the organisation’s overall risk management.
We incorporate the climate-related risks we identify into our ERM process.

- See Mitigating our risks and realising our opportunities on page 35
- See ERM process on page 46

METRICS AND a. Disclose the metrics used by the organisation to assess climate-related risks and
TARGETS opportunities in line with its strategy and risk management processes.
We report against our environmental metrics annually. This year we have also undertaken a gap
analysis of our metrics and targets to identfy key areas where we can impreve our monitoring of
climate-related performance. We have built s more aggressive GHG reduction target trajectory to
assess and manage relevant meet Science-Based Targets and energy efficiency and new product commercialisation targets into
climate-related risks and our incentive arrangements for FY2023.
apportunities, whare such Our climate-related metrics and targets now include:
information 1s material. - Total energy use

- Energy efficiency target, and new product commercialisation revenue target per programme,

both linked to remuneration for FY2023 AIP
- Scope 1 & 2 ermissions absolute reduction target linked to remuneration for FY2023 LTIP
- Scope 1 & 2 emissions normalised to revenue target linked to remuneration for FY2022 LTIP

Disclose the metrics
and targets used o

- See Environment performance on page 30
- See Remuneration & People Committee Report on page 75

b. Disclose Scope 1, Scope 2 and, if appropriate, Scope 3 GHG emissions,

and the related risks.
We disclose our Scope 1 and 2 emissions annually. We have created a baseline inventory of our Scope
3 ermissicns which will be validated before being submitted to the SBTiin FY2023,

- See Energy use and GHG (Scope 1 & 2) ernissions on page 30
~ See Scope 3inforrmation on page 30
~ See Environment performance on page 30

c. Describe the targets used by the organisation to manage climate-related risks and
opportunities and performance against targets.

We report on our progress against cur environmental targets annually. This year we have also

undertaken a gap analysis to identify key additional metrics and targets which could improve

monitoring of our climate-related performance. See metrics and targets described above.

- See Environment performance on page 30
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Scenario analysis - building upon previous work
During FY2021, climate-related physical and transitiori r isks and
opportunities were assessed under two climate scenarios and
time periods, and the actions that could be taken to mitigate risks
and capture opportunities were incorporated into our strategic
planning processes.

Our most recent scenario analysis exercise, conducted in Q3
FY2022, builds upon the assessment of previcus years, and seeks
to provide a more in-depth understanding and comparison of
physical and transition risks and opportunities. A wider range

of scenarios was considered, including two transition scenarios
and twa physical risk scenarios.

Physical scenarios

For the physical scenarius, Lhe Inlergovernmental Panel on
Climate Change’s ({PCC) Representative Concentration Pathway
{RCP) 4.5 and RCP8 5 scenarios were used.

RCP4.5

- RCP4.5 represents an intermediate emissions scenario whereby
climate policies are implemented to limit GHG emissions.

- Inthe 2040s, global mean surface temperature is projected
toincrease by 1.1°C. By the 2080s, this reaches 1.4°C.

RCP8.5

- RCP8.5is a high-emissions scenaric and represents a future
where levels of greenhouse gas {GHG) emissions continue to rise
throughout the 21st century with minimat policy intervention.

As such, GHG emissions were assumed to continug to Increase
throughout the century, without significant interventions.

- Inthe 2040s, global mean surface temperature is projected
to increase by 1.8°C. By the 2080s, this reaches 3.7°C.

Across both scenarios:

- Some regions will experience increased annual rainfall,
whilst other regions will receive less annual rainfall.

- Regions are likely to experience seasonal differences in
temnperature and precipitation patterns. For exampte, annual
precipitation in the UK is projected to increase but this is due
to projected wetter winters, increasing the risk of flooding; in
contrast, summers are projected to become drier, increasing
the risk of drought.

- Extreme weather events such as flooding, wildfires and drought
are likely to become more severe and more frequent.

- The difference between the two scenarios is particularly evident
in the prajections towards the end of the century, which are
much more extreme under RCP8.5.
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Transition scenarios

For the transiion scenanos, the International Energy Agency’s
(IEA) World Energy Outiook Sustainable Development Scenario
(SDS) and Stated Policies Scenaric (STEPS) were used.

2021 Stated Policies Scenario (STEPS)

- This scenario reflects current policy-setting based on sector-
by-sector assessment of the specific pelicies in place, as well
as those that have been announced by gavernments around
the woerld.

- It aims to provide a benchmark to assess the potential
achieverments land timitationst of recent developments in energy
and climate policy:

- Risks to oil security remain
- Gas markets are changing rapidly
- Electricity moves to the heart of modern energy security

2021 Sustainable Development Scenario {(SDS)
- The assumptions on public health and the economy are the
same as inthe STEPS
- Full alignrment with the Paris Agreermnent to hold the rise in
global average temperature to “well below 2 °C ... and pursuing
efforts to Limit (rises) to 1.5°C"
- ltworks backwards frem the achievement of sustainable energy-
related goals — universal access to affordable, reliable and
modern energy services by 2030, a substantial reduction in air
pollution, and effective action to combat climate change - and
shows what would be required to meet them
- Major transformation of the global energy system
- Net Zero by 2070
- Surge in clean energy policies {promotion of hydrogen, bicgas,
biomethane and Carbon Capture, Utilisation and Storage
{CCUS) across sectors)

~ Staggered introduction of CO; prices

- Fossil fuel subsidies phased out by 2025 in net-importing
countries and by 2035 in net-exporting countries

As well as assessing risks and opportunities under a greater
number of scenarios, this year's assessment included detailed
engagement with each of the four divisions to enable a "deep dive’
into issues specific to each and to better understand the Group-
level implications of these risks and opportunities.

In addition, we have assessed the level of each risk and
opportunity in mere detail to better understand the potential
financial impacts of the identified risks and oppertunities.

Although a quantitative assessment was not undertaken. risk and
opportunity ratings were defined in line with the Group and division
level risk registers to allew a better understanding of the scale

of identified risks and oppartunities, enabling Smiths to prioritise
actions for risk mitigation.

These additional activities allow us to better understand the
nuanced nature of risks and opportunities posed across our
business, at Group and division level, under a wider range of future
scenarios. This ultimately enables us to improve our resilience,

by addressing risks across our portfolio and ensuring that
opportunities are incorperated within our business strategy.

Priorty risks and opportunities are summarised in the tables
below across the range of scenarios.
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Key physical risks and oppertunities

Over the medium and lenger term, key physical risks relate 1o the potential effect that projected increases in the frequency and severity
of extreme weather events could have an our assets and supply chain. These risks become more severe under the high-emissions
RCP8.5 scenario.

However, we have also identified several opportunities where each of our divisions can work to develop innovative solutions to our
customers’ climate-related challenges.

RCP4 5 physical scenane RCPB.5 physical scenario
20405 20805 20405 20805

medium term long term medum term long term
Risks Level of risk categories: Very Low - Low - Moderate ~ High ~ Yery High
Damage to Group assets from extreme weather events: increased costs and resulting Low Moderate Low High
revenue (osses due o repair and insurance costs.
Temperature regulation requirements during heatwaves and cold snaps: Health and Low Low Low Low
satety risks from overheating, higher operating costs from increased air conditioning
and heating. Capital costs asscociated with retrofitiing assets to prowvide sufficient
temperature controls
Damage to key supply chain assets from extreme weather events: L.oss of revenue due Moderate High Moderate High
to disruption/delay of manufacturing processes.
Disruption to transportation and distribution networks from extreme weather events: Moderate High Moderate High
Loss of revenue due to delays getting products to market, caused by supply chain
digruption. o -
Opportunities
Growth in remote sensing market: Increased revenue from growth in demand Maoderate High Moderate Very High
for satellite technalogy for environmental meonitoring and tracking.
Increased demand for cooling systems: Increased revenue from increased demand for Low Moderate Moderate Moderate

residential and damestic cooling systems, driven by ongeing variation in global temperatures. B

Key transition risks and opportunities
Key transition risks identified over the next 30 years primarily result from increasing costs associated with the price and availability of
resources and compliance with increased reporting requirements, although increased competition also poses a risk.

New and emerging markets present us with significant opportunities for growth, with demand for energy efficient products and services
Increasing greatly as we transition to a lower carbon global economy.

STEPS transition scenario SOS transition scenaro
2030 2050 2030 2050

m}edwumlerm . wangterm mediumtarm longtarm
Risks
Increased regulations and pricing on GHG emissions: Greater costs associated with Low Moderate Moderate Moderate
emissiens reduction, monitoring and reporting obligations.
Increased transpartation costs: Greater fuel costs due to increased pricing on GHG Moderate Moderate Mederate High
emissions.
Cost and availability of resources: increased price and reduced availability of criticalraw ~ Moderate Maderate Moderate Moderate
materials. Limited supply of materials and components could tead to price volatility and
production constraints.
New and emerging competitors: Reduced accessible market due to increased Moderate Low High Low
compgt\tion iq Ne; Zer%nergy efficiency spaces, such as methane leakage. o )
Opportunities
Growth in aviation/aerospace energy efficiency market: Increased revenue from Moderate High High Very High
development of new products for aviation/aerospace, such as energy efticiency detection
products and solutions.
Growth in energy efficiency preducts market: Increased revenue from Smiths efficiency High Moderate Very High Moderate
products and services, particularly methane detection and remediation. Increased
investrnent for new technologies e.g., carbon capture, utlisation and storage (CCUS) and
hydrogen.
Growth in power industry energy efficiency: Increased revenue from development of High Very High High Moderate

emerging low-carbon emission technologies to reduce electricity transmission losses
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The outcomes of stakeholder engagement, including concerns
raised, are reported lo the Board and Board Cormmittees on a
regular basis through our usual processes that support informed
decisicn-making. Discussion and decisicn-rnaking by the Board
takes the views of key stakeholders inte account, in order to balance
their needs, and effectively build the sustainable, tong-term success
of the Group.

During the year ended 31 July 2022, the Board has acted in
accordance with Section 172(1) of the Companies Act 2006 with
each Director acting in the way they consider, in good faith, weuld
be most likely to promete the success of the Company for the
benefit of its members as a whole. In doing so, the Directors had
regard to the interests of other stakeholders, whilst maintaining
and overseeing high standards of business conduct. Qur approach
to key stakehclders and stakehclder considerations that influenced
Beard discussions and the outcomes of these discussions are
Understanding the needs and priorities of our key outlined below,
stakeholders and building strong and positive relationships
is critical to our success. Stakeholder engagement takes
place across the Group, operationally by our divisional
teams and management, at Group level, and by the Board.

Further examples of how stakeholders views have been brought into
the boardroom can be found in cur Governance Report on pages 40
and 41.

In a business as diversified as Smiths, engagement with most
stakeholder groups is handled locally by management, or by
specialist Group teams. The Board maintains oversight and
only engages directly if there are issues which truly warrant its "G() FEAomMoRe

involvernent or where it can add value. This 15 particularly true of 7

engagement with customers and suppliers (the majorityof whom 77 cemore
are unigue ta a specific division) but is also usually the case for L) Sustainablliy et Smrhs Repert

governments, regulators and our local communities.

PEOPLE KEY PEOPLE PRIORITIES

- Health, safety and well-being Talent development
0UR APPROACH Pur_pose and _culture Diver;ity, ggu'\ty and inclusion
Ethical behaviour Sustainability
Reward and recognition Community contribution
Ernployee retenticn and engagement

Our people are vital to the success
ot Smiths.

We aim Lo attract and retain the very hest
by creating an envirenment for colleagues
based on respect, personal growth,
recognition and development of talent,
and a sense of belonging and purpose.

BOARD AND MANAGEMENT ENGAGEMENT ACTIVITIES
- Management engages with colleagues through regular town hall meetings, Company news
updates and through our anline tools where colleagues can share their views. See page 37
for more information
Non-executive Directors undertake workforce engagement activities, including in-persaon
Our culture is a powerful asset and site visits and attendance at colleague meetings, forums and events. See page 60 for
empowers and enables our people to more information
deliver our Purpose. It is supported by our The Boardand Remuneration & Peopie Committee receive reg_ular _updates from_ the Chief
Values and our Leadership Behavicurs People Qfﬂcer on employee gngagement, .reward, talent,land dwersw-ty and |ncrlu5|0‘n
S - . The Audit & Risk Committee is provided with updates on "Speak Out’, our confidential
which influence every decision, guide . . L . . .
‘ reporting hotline, and other reports and statistics relating to the Group’s ethical palicies
how we behave, and help make Smiths
and perfoermance
a place where people are happy and The Board recewes health and safety reports at every Board meeting
proud to work. The Board also receives regular updates on the Group's pension arrangements
OUTCOMES OF ENGAGEMENT IN FY2022
- Given the importance of, and focus on, People in the Smiths Value Engine, the Board
approved the evolution of the Remuneration Committee into the Remuneration &
People Committee
Based on feedback from colleagues through the My Say engagement survey, the Board
was supportive of the launch of cur new Smiths Leadership Behaviours, which are
shown on page 28, and the focus on diversity and inclusion, with an enhanced gender
diversity measure added as a KPl described on page 23
The Board supported the de-risking of the Tl Group Pension Scheme by way of a £640m
bulk annuity buy-in. The Board considered and declined the request from the 51 Pension
Scheme Trustees to pay enhanced member benefits
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CUSTOMERS KEY CUSTOMER PRIORITIES

- Product innovation, quality and service - Long-term strategic relationships
OUR APPROACH - Environmental performance of products - Mutual confidence and respect
to help customers meet their own - Ethical behavipur and data protection
environmental geals

Meeting customer needs and exceeding
their expectations with products, U P SR
quality and service. The way we conduct BOARD AND MANAGEMENT ENGAGEMENT ACTIVITIES
business and pay attention to the things - Management teams engage with customers through formal feedback activities such
that matter to them - for example, athics as surveys, quarterly business reviews and senior team meetings with key customers,
and environmental performance -is a They also integrate informal feedback from conversations had with customers by our
fundamental part of our operating model operational and field-based teams
and our Values. Management tearns use Key Accaunt Management structures and Custormer
_ Relationship Management tools across our business to deliver timely and high-quality
We recagnise that strong and enduring responses to our customers. We afm to apply best practices, develop skitls and
customer relationships will sustain capabilities, and deliver centinuous improvernent in execution to enhance the overall
Smiths into the future. customer experience
Custorners and market challenges are considered as part of the monthly divisional
performmance updates to the Executive Committee with a deep dive every quarter
Divisiona! performance reports are sent to the Board on a quarterly basis and deep dives
on divisional performance and strategy are held on a rotational basis
The Board monitors performance indicators relating to customer satisfaction such as
On-Time-In-Full {OTIF) and Cost of Paor Quality [COPQ)
InFY2022 the Audit & Risk Committee was updated on product quality and customers
in divisional risk deep dives. See page 73 for more information
OUTCOMES OF ENGAGEMENT IN FY2022
- The Board approved the creation of the Science, Sustainability & Excetlence (SSE)
Committee. The Committee oversees the Group's approach to sustainability and to
new product development, both key priorities for aur customers. See page 89 tor
more information
The Board appraved our divisional strategies, including an increased focus on
commercialising high-value green technologies that enable sustainability performance
for and through our customers
As part of the Board evaluation, the Board requested greater visibility of macro
conditions, external markets and the impact of oppertunities arising from technology
The SSE Comnmittee requested more oversight on preduct ideation strength and early-
stage new product developrment to ensure that the Group is appropriately focused on
megatrends and new markets
The Board considered inflation and supply chain pressures and the impact on pricing
and margins
The Board was satisfred that the culture of the Group is appropriately focused on
customer needs and that customer risks are being managed appropriately
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SUPPLIERS

OUR APPROACH

Developing mutually beneficiat
relationships with our suppliers and
building resilience, quality and efficiency
across our supply chain is a fundamental
contributor to our customer offer and the
long-term sustainability of Smiths.

We operate a total value supply chain
approach that considers all aspects of a
supplier's contribution to generate and
capture value. This includes ethicat and
environmental matters, including GHG
reduction, and alignment with our Values,
continuous tmprovement and risk.

COMMUNITIES
AND SOCIETY

OUR APPROACH

We aim to improve our world by
contributing positively to our communities
and society in general.

Smiths products and services support
critical global industries where we are
pioneering progress in safety, efficiency,
and environmental performance.

Qur operations around the world play a
beneficial role in local economies through
job creation and skills davelopment;
procurement and generating tax revenues;
operating safely, environmentally
responsibly and ethically; and direct
engagement. Healthy and prosperous
communities and strong retationships are
aligned with our Values and inspire and
promole a sense of pride and ownership
in our people.
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KEY SUPPLIER PRIORITIES

Long-term relationships with Smiths
Mutual confidence and respect

~ Return for all partners
- Innovation partnerships

- Ethical behaviour

BOARD AND MANAGEMENT ENGAGEMENT ACTIVITIES

Management teams meet regularly with suppliers to review performance,

discuss new business opportunities, set goals and work on improvement areas. For our
higher value and/or mere complex preducts, management engages with our suppliers
at the highest level to partner on R&D, new product introduction, quality and continuous
improvement projects

Updates on suppliers and supply chain are included in divisional performance updates
to the Executive Committee

Divisional performance reports are sent ta the Board on a quarterly basis and

deep dives un divisional performance and strategy are discussed by the Boardona
rotational basis

In FY2022 the Audit & Risk Committee was updated on supply chain risk and ethics and
compliance in each division

OUTCOMES OF ENGAGEMENT IN FY2022

Each division developed and implemented appropriate contingency plans to mitigate
the impact of supply chain challenges arising from the COVID-19 pandemic, the Russia/
Ukraine conflict, transportation and labour issues, and other challenges

The Board was supportive of the ongoing project to mitigate the risk from high-
dependency sole source suppliers

Management approved the implementation of & source-to-pay solution with a single
portal access for our supplier base which aims to improva procurement efficiency
and effectiveness

The Board was supportive of the refreshing of the Group’s Supplier Code of Conduct
during the year to increase focus on ESG matters, including environmental poticies
and performance

KEY COMMUNITY PRIORITIES

- Fair employment, skills development,
and prosperity

- Ethical behaviour

- Direct engagement - education
and community support

Safe and effective operations
Green technology, envirenmental
performance, respecting

natural resources

BOARD AND MANAGEMENT ENGAGEMENT ACTIVITIES

Our teams across the world engage directly with their local communities through
fundraising, charitable giving, and education initiatives

Science, Technology, Engineering and Maths (STEM) education initiatives are particularty
important to management and to our colleagues as a way to share their passion for
engineering and encourage young people to consider careers in the sector. Many of our
sites run STEM programmes

The Board is provided with updates on the elements of the Group’s operations which
impact the wider cormmunity, including the Group’s Global Tax Strateqy. This describes our
approach to the respansible management of tax affairs to enhance long-term shareholder
value while contributing to public expenditure and the welfare of our local communities
The Audit & Risk Committee receives regular reports on issues raised through the Group's
‘Speak Out’ reporting hotline which enables reporting of matters affecting communities
such as safety, ethical behaviour, hurnan rights and modern slavery

At our July Leadership Summit senior leaders took time out to volunteer at five

London charities

Colleagues are regularly involved in and suppert (ocal community events

OUTCOMES OF ENGAGEMENT IN FY2022

The Board approved the Group's new ESG strategic priorities which outline our focus on
new product development programmes which deliver sustainability performance and on
delivering our environmental commitments

The Group donated to the Red Cress to support the people of Ukraine. Smiths also
matched cotleague donations

In F¥2022 we began a pilot for a new community engagement programme - Improving
Qur Waorld - which will include paid volunteering time for colleagues

43




SMITHS GROUP PLC ANNL&L REPORT FY2022

GOVERNMENTS AND
REGULATORS

OUR APPROACH

Governments and regulators are vital to

our business as they are policy setters

and influencers in the markets where

we operate. We operate in some highly
regulated markets and sectors requiring
strict adherence to local and international
industry and product regulations, and strong
ethical practices.

We have a rature governance envirenment
with exacting standards, robust diligence
processes and a proactive rmanagerment
approach to reduce the likelihood of an
ethical, legal or regulatory breach impacting
our business.

In the normal course of business, we

build relationships with governments,
policymakers and requlators across the
world. We do this at both Group and at
divisional level so that we are able to operate
effectively and to ensure ourinterests and
those of the industries in which we operate
are represented in decision-making, We also
contribute our expertise on emerging
national, regienal and global needs.

INVESTORS

OUR APPROACH

We are committed to openness and
transparency with all capital providers and
to the effective management of risk.

We report routinely to shareholders
through our farmal results activities and
undertake regular meetings and one-off
events such as Capital Markets Days and
investor conferences. Third-party analyst
and broker briefings also form part of our
communications schedule.

Shareholders are directly consulted by the
Board on such matters as Remuneration
Policy and views are sought on key
corporate activity.
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KEY GOYERNMENT AND REGULATOR PRIORITIES

- Product and operational safety - Econemic growth and presperity

- Net Zerp and environmental policies - Trade compliance
Protection of natural resources - Ethical behaviour
Defence and security - Privacy and data protection
Safe and fair working conditions

BOARD AND MANAGEMENT ENGAGEMENT ACTIVITIES

- Our Group Corporate Affairs team based in the UK, US, Europe and Asia guides and
supports our relationships with key requlators, local policymakers, budget holders and
industry groups. It also leads our outreach and relationship programme with government
bodies and regulators, with the aim of promoting a deeper understanding of the Smiths
culture and products
Government policy and regulators are considerad during formulation of
divisional strategies
Updates on regulatory processes for approval of new products are provided
during divisional performance reviews at the Executive Committee

OUTCOMES OF ENGAGEMENT IN FY2022

- Management approved policy guidelines and an cperational framewaork within which
government relations are conducted. The business sustains harmonicus relations with
the governments in the countries where we manufacture and operate and with the
relevant regulatery authorities

- Pelicy guidance was issued to the business to navigate issues such as the COVID-19
pandemnic and the Russia/Ukraine conflict

KEY INVESTOR PRIORITIES

~ Sustainable growth

- Shareholder returns

- Delivering against our strategy
- Dpenness and transparency

- Maintaining effective controls and
managing risk

~ Envirocnmental performance and
social impact

The Board attends the AGM and General Meetings where shareholders are invited to
submit questions to the Bozrd in person and remotely

The Chief Executive Officer and the Chief Financial Officer host results presenitations and Q&A
sessions and meet with a broad spread of the Group's capital providers throughout the year
Members of the Board engaged with mvestors at the Capital Markets Day in November 2021
Analyst and broker briefings, and reparts of meetings with major or prospective
shareholders, are circulated to Directors outside the formal Beard meeting scheduls

In FY2022 the Board sought shareholder feedback on the best course of action on the use
of the proceeds following the completion of the sale of Smiths Medical

In FY2022 the Chair of the Rernuneration & People Committee met with our top
shareholders to discuss Smiths Remuneration Policy

The Board considers its dividend policy and the UK Pensions Act 2021, prior to approving the
payment of a dividend

QUTCOMES OF ENGAGEMENT IN FY2022

The Board reaffirmed the Group's strategy including the Smiths Value Engine and focus
on our three priorities of Growth, Execution and People

The Board approved holding a Capital Markets Day in Novernber 2027 to update investors
and other stakeholders on the Group’s strategy and medium-term targets

The Board approved the planned creation of a Sustainability at Smiths Report

The Board considered the Group's capital allocation and dividend policy in light of the
cash proceeds received from the sale of Srmiths Medical. The Board determined that the
proceeds would be split between investment in growth and a significant return of capital
ta shareholders through a share repurchase programme

The Board approved the payment of the final dividend for FY2021 and the FY2022
interim dividend
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The following disclosure aligns to the non-financial reporting
requirements contained in sections 414CA and 414CB of

the Companies Act 2006 and reflects our commitment to

and management of the environment, employees, social
matters, human rights and anti-bribery and anti-corruption.
Our Smiths culture and Values support our efforts in these
areas and are described on page 9.

Environment

We committed to ambitious Net Zero targets: Net Zero emissions
from our cperaticns (Scepe 1and 2) by 2040 and Net Zero emissions
from our supply chain and products in use (Scope 3} by 2050. We also
have longstanding commitments to use energy and other natural
resources efficiently and minimise waste. The policies that support
cur gpproach include:

- Environmental Sustainability Palicy

Health, Safety and Environment (HSE) Policy
HSE Reporting Policy

Responsible Minerals Sourcing Policy
Restricted Substances Policy

!

Employees

Qur pecple are vital to the success of Smiths. and we aim to attract
and retain the very best by creating an environment fer employees
based on respect, personal growth, recegnition and development
of talent, and a sense of belonging and purpose. The policies that
support our approach include:

- Fair Employment Policy
- Global Mobility Assignment Pclicy
- Recruitment Policy

Social matters

We aim to improve our world by contributing positively to cur
communities and society. Smiths products and services support
critical global industries and our operations around the world play
a role in local economies through job creation; procurement and
generating tax revenues; operating responsibly and ethically; and
engaging directly. The policies that support our approach include:

- Code of Business Ethics

Data Protection and Privacy Policy
Data Protection Code of Conduct
Supplier Code of Conduct
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Human rights and anti-bribery

and anti-corruption

We are committed to upholding hrgh ethical standards wherever
we operate around the world, and we require our suppliers and
other business partners to do the same. Bribery and corruption
matters are covered by our Code of Business Ethics. We also have
specific policies and procedures relating to activities that create
bribery and corruption risks, and an umbrella anti-bribery and
anti-corruption policy that provides a single view of our approach.
These pelicies cover a broad range of matters including the
giving and receiving of gifts, meals, and hospitality; invitations

to government officials; cur approach te facilitation payments;
and controls around the appointment of distributors and agents,
customs brokers, and freight forwarders. The Smiths Modern
Slavery and Human Trafficking Statement and our Human Rights
Pcolicy can be found on our website.

Policy due diligence and outcomes

Smiths operates a confidential ‘Speak Out’ reporting hotline

to report behaviour and activities that breach our Values, our
policies, or the law. This is critical to assessing the effectiveness
of our policies. All reports to the "Speak Out’ hotline are
investigated, and metrics associated with reporting monitored.
Reports can be made anonymously. Our ethics training operates in
twao tiers - online modules delivered in all our core tanguages, and
group training activities covering specific subjects. Additionally,
we run regional ethics werkshops for leaders across Smiths to
embed a deeper understanding of our ethics and compliance
critical drivers.

During FY2022 we continued to review the effectiveness of certain
of cur policies, including:

- Reviewing our ethics dashboard which enables us to interrogate
our register of gifts, meals, and entertainment

- Requiring all colleagues to take a modern slavery awareness
training module every two years

- Implermenting a new Supplier Cede of Conduct, including details
of how third parties can regort concerns to cur ‘Speak Out” hotline

- Updating the Human Rights Policy, including the commitment
to ensure that recruitment agents are free from praclices
asscgated with human rights viclations

- Creating a working group, comprised of divisional and Group
Procurement leadership and the Ethics & Compliance team, to
monitor and review procurement related medern slavery and
human rights risks and controls

- Intreducing micra-awareness videos that enable us to
communicate quickly and effectively on issues that arise

- Conducting our third climate risk and oppertunities assessment
for the divisicns and Group

Other information

Other information to suppoert this staterment can be found
as follows:

- Business model on page 9
- Principal risks and uncertainties on page 47
- Non-financial KPls cn pages 22 and 23
Task Force on Climate-related Financial Disclosures on page 35
- Viability Statement on page 54
- Sustainability at Smiths Report which can be found on
our website
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We operate across a number of markets and geographies.

We are prepared to accept certain levels of risk to realise
our ambitions, and our Purpose, to improve our world
through smarter engineering.

We understand the risks we face and take a proactive
approach to risk management in order to maximise
opportunities, drive better commercial decision-making,
and protect our people and our businesses.
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Risk governance

The Board and its Committees set the culture and approve the
strategy of the Group. The Board ensures appropriate oversight
and monitoring through a number of mechanisms, including
strategy reviews, Committee meetings, management reports
and focused reviews of selected risk areas.

0n behalf of the Board, the Audit & Risk Committee s responsible
for reviewing and assessing the effectiveness of the Group's risk
managerment and internal control systems. The review process
covers the Group's principal risks, as well as financial, operational
and compliance controls.

The Executive Committee is responsible for designing the
Enterprise Risk Management framework and ensuring that

it is effectively deployed throughout the Group. The Executive
Committee also ensures that the Board's risk appetite is
understood by risk owners and decision-rmakers, ensures risks,
including cimate risk, are adequately managed, and conducts an
annual assessment of strategic risk. Each principal risk is owned
by a member or members of the Executive Committee.

Enterprise Risk Management (ERM) roles and responsibilities

3 d BOARD AND AUDIT &
I RISK COMMITTEE

LINE OF DEFENCE

- Apprave the strategy and set the culture and risk appetite of the Group

- Review and assess the effectiveness of risk management and internal
control systems

- Monitor through Board processes and good governance

INTERNAL AUDIT

Independent assurance

~ Provide assurance on internat controls, programmes, systems and risk

ma nagement processes

2 n d - Design and establish risk management and internal control systems
AND SENIOR MANAGEMENT  _ Ensure that the risk appetite of the Board is understood by risk owners

LINE OF DEFENCE

and decision-makers

- Ensure risks are adequately managed

RISK AND COMPLIANCE
FUNCTIONS

Monitoring and compliance
- Develop and manage the ERM pracess

- Monitor risks and controls

- Develop and manage policies and control frameworks

- Ensure financial, legal and ethical compliance

- Ensure security, quality and health and safety

’I t DIVISIONAL MANAGEMENT  Risk ownership and mitigation
S - |ldentify, manage and escalate risks

LINE OF DEFENCE

- Set division's strateqic objectives

- Establish and apply internal control systems

- Escalate 1ssues to the Executive Committee as required

OPERATIONAL TEAMS

Conducting business activities in accordance with Groug policies and standards

- Understand roies and respensibilities

- Comply with policies

- Follow risk managemnent processes
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Runmng a business involves continual assessment and
managerment of risks - it is an integral part of day-to-day
operaticns. Our Enterprise Risk Managerment (ERM} process
supports open communication on risk between the Board and
Audit & Risk Committee, the Executive Committee, our divisions,
functions and sites. it enables us to manage and monitor the
risks which threaten successful execution of aur strategy and
ensures our strategic, financial, compliance and operational risks
are appropriately considered by the Executive Committee and by
the Board.

Our divisional and functional teams are respensible for day-
to-day management and reperting of risks, including climate
risk. They identify new and emerging risks, escatate where
appropriate. and take actinn tn enainre risks are managed as
required. Our divisions also conduct annual assessments cf the
risks they face. In FY2022 these were updated to ensure that the
latest views were presented and considered.

Internal audi prevides independent and objective assurance to
both the Audit & Risk and Executive Committees on the adequacy
and effectiveness of our risk management and internal control
processes. It facilitates the ERM process and provides site-based
controls and assurance reviews of key programmes, processes
and systems.

The Audit & Risk Committee, on behalf of the Board, reviews
the effectiveness of the risk management process, considering
principal risks and uncertainties and actions taken by
management to manage those risks.

During FY2022 the Executive Committee agreed the ERM
timetable, and the risks selected for 'deep-dive’ discussions at
Executive and Audit & Risk Committee meetings. These were:
supply chain; preduct quality; and contractual obligations.
The Group's list of principal risks was also discussed and
recalibrated by the Executive Committee.

There is a requirement for risk owners to demonstrate how
they provide assurance that controls are working effectively.
Examples are provided in the tables of principal risks from
page 49,

In addition, a further 32 risk workshoeps were facilitated at
operational sites during the year to support the bottorn-up view of
risk that has fed into divisional and functional risk assessments.

The Directors consider the risk management process to
be effective.

Emerging risks
Ermerging risks and horizen scanning are integrated into the
ERM process, Functions in the business often take the lead In

identifying and promoting risk awareness and mitigation activities.

Climate change remains an emerging risk and forms part of
reporting and risk management in the business. During FY2022
we undertook scenario analysis, including climate risk

and opportunities workshops for Group and the divisions.
Outcomes from this work are described in the Task Force

on Climate-retated Financial Disclosures [TCFD) section on
page 35.
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We maintain a register of principal risks and uncertainties
. covering the strategic, financial, operational and
: compliance risks faced by the Group.

- Risk process

We review gach risk and rate a number of factors: gross impact,
i applying the hypothetical assumption there are no mitigating
controls in place; residual impact and likelihood, taking into

| account existing mitigating controls; the reputational impact of

i arisk; and velocity, which reflects the expected time we would

| have to react should a risk materialise. These, in turn, drive

i mitigation priorities. A trend metric shows the net position of the
risk year-on-year. We report on the connectivity between risks to
help understand the patential for ane risk to have an impact on

i another. This is presented against each risk in the form of a risk
© relationship’ chart indicating the Linkage between each principal
! risk and others on the list. This has been used as an input to the
Viability Statement assessment and will be used more widely in
future risk scenario planning and mitigation work.

- Changes to principal risks

Our principal risks continue to evclve in response to our changing
i risk environment. This year, based on our current assessment
of their materiality, we have included two new principal risks:

i Growth, reflecting our renewed focus on growth in our sirategy;
and environment, social and governance (ESG), reflecting an
increased focus from investors, employees, customers and

i suppliers. We have removed our Group Portfolio risk with the

: completion of the sale of Smiths Medical. We have combined a

i number of risks including COVID-19 and Integrated Supply Chain
into @ Business Centinuity risk; Customers and Markets risks
into a Commercial risk; and Ethical Breach and Contractual

i Obligatiens into Legal and Compliance risk,

. While we continue to monitor and manage a wide range of risks,
. the tables that follow summarise those risks considered to have
. the greatest potential impact if they were to materialise.
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Principal risks and uncertainties

Principal risk Link o strategy Gross risk Residual nisk Likelihoad Velocity

1. ORGANIC GROWTH
Ability to achieve organic growth & @ Very High Moderate Possible Years
in line with market opportunity

2.ESG

Failure to meet stakeholder expectations
on environmental, social and
governance obligations

3. TECHNOLOGY

Technology disruption by existing i Very High Muderate Probable
or future competitor

4. PEOPLE

Possible

Moderate Possible Months

Business disruption to supply chain High Moderate Probable
or operations
6. ECONOMY AND GEOPOLITICS

Impact of econemic and geopolitical environment Moderate Months

7.COMMERCIAL |
Loss of focus on customers and not competing v Possible
Inthe right markets

8. PRODUCT QUALITY

Failure of preduct causes serious harm Moderate Probable
to people/property

9. CYBER SECURITY

impact of enterprise or product cyber event Probable

10. LEGAL AND COMPLIANCE
Significant ethical breach or failing Possible
to meet contractual obligations

Key
Link to strategy Likelihood Trend

Growth ) Alrmast Certain New

Exggutlon ) - Likely . St_a_bl_e
Peopte Probat_JVL” Up
’ o P__Qs_sibte

Unbikely

DRGANIC BUSINESS ECONDMYAND PRODUCT CYBER LEGAL AND
GROWTH TECHNOLOGY PEOPLE CONTINUITY GEQPOLITICS COMMERCIAL QUALITY SECURITY  COMPLIANCE

e

ORGANIC GROWTH e v ' v

<
ESG . v v I's '
'

TECHNOLOGY 4
PEDPLE

BUSINESS CONTINUITY
ECONOMY

AND GEOPOLITICS
COMMERCIAL
PRODUCT QUALITY
CYBERSECURITY

LEGAL AND COMPLIANCE
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1. ORGANIC GROWTH - Ability to achieve organic growth in line with market opportunity

RISK OWNER . TREND

Divisional Presidents

relevant and discounted by the market, resulting
in erosion of shareholder value. A growth culture
is a key component of the Group’s strategy. Growth
is a framewoerk that drives the operational tasks,
projects and initiatives of the Group. The Group's
heritage depends oninnovation, which presents
numerous opportunities for growth that are
constantly pursued. Companies that do not grow
typically do not attract the most talented team
members, as great people seek opportunities
for advancement.

How this could impact our strategy

or business model

- Material adverse effect on valuation

- Ercsion of our reputation as a leader
in our markets and of our ability te
attract and retain talent

- K NEWRISK

- A clear Group strategy to achieve organic
growth goals, underpinned by detailed
divisional strategies

- Detailed reviews of existing and potential
new markets to identify opportunities with
significant growth potential

- Securing and retaining the best talent to
execute strategy and deliver organic growth

- Annual incentive programme to support
profitable growth

- Annual strategic planning, budgeting
process and monthly forecasting

- Ongoing investment in research and
development to drive innovation and growth

- Smiths Excellence System in place to ensure
effective execution

Examples of how we know the controls

are working effectively

- Divisional performance and forecast
reviews completed monthly

- Performance and KPIs monitored
and tracked by the Board

- Functional reviews of Smiths Excellence
and People strategies

2. ESG - Failure to meet stakeholder expectations on environmental, social and governance obligations

RISK OWNER
Chief Sustainability Officer

{ TREND

areas are essential matters for all companies

and stakeholders. Failure to meet stakeholder
expectations on increasing ESG obligations may
expose the Group to reputational or financial

risk. This includes risks associated with

shifting investor sentiment, evolving customer
reguirements, supply chain trends, social attitudes
toward the environmental impact of products, and
our ability to attract and retain talent. Failure to act
appropriately may well increase the magnitude of
therisk over the long term.

How this could impact our strategy

or business model

- Loss of key talent committed to

working for a secially responsible and
sustainable organisation

Limit the number of debt and equity investors
Adverse impact on the ability to

meet custorner expectations on
sustainability performance

- Limiting the sustainable growth potential of
our key business segments

Failure to rmaintain strong controls and
corporate governance on ESG-related
nen-financial metrics could lead to fraud
or errors

 SKNewRIsK

- Reporton ESG in a transparent way with
appropriate verification activity, including
pubtication of our first Sustainability at
Smiths report in FY2022

Science, Sustainability & Excelience (SSE)
Committee of the Board established to
oversee and support delivery of ESG targets
and goals

Sustainability strategy integrated to Group
and division strategies, aligning and
leveraging the Smiths Value Engine to deliver
value for all stakeholders

Executive management responsible for
setting and delivering ESG goals

ESG targets built into long-terrm and annual
remuneration incentive plans

Meet Task Force on Cimate-related
Financial Disclosures (TCFD)

reporting requirements

Commutted to setting Science-Based Targets
to meet Net Zero Scope 1 & 2 emissions by
2040 and Net Zero Scope 3 emissions by
2050; also set 3-year targets FY2022-24 for
GHG, waste, water and renewable electricity

1

are working effectively

- S5E Coemmittee meets four times a year to
review progress

- Progress on environmental metrics

- All divisions engaged in product areas that
support environmental performance of, and
through, custemers

- Strong scores for safety and ethical matters
in the My Say employee survey
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RISK OWNER TREND

Divisional Presidents

Differentiated products and services are critical

to our success. We may be unable to maintain
technological differentiation; to meet customers’
existing needs or anticipate ernerging demand
trends; and may face disruptive innovation by

a competitor. This could affect our strategy or
business model through a material adverse effect
on revenue, revenue growth or profit margin;
erasion of ourreputation as a technology teader
inour markets; and our ability te attractand
retain talent.

How this could impact our strategy

or business model

- Material adverse effect on margin
and profitabie growth

- Erosion of our reputation as a leader
in our markets and of our ability to
attract and retain talent

Examples of how we manage this risk

- Proactive repositioning of the portfolio
around the most attractive markets where
we can sustainably hold a top three position
based on technology leadership

- Diversified technology portfolio serving a
range of sectors and geographies, mitigating
exposure to any one sector or area

- Continuing and smarter investment in R&D
{FY2022: 4.2% of Group revenue, FY2021:
3.9%)

- Focus on building a culture of innovation
with a (ong-range technology roadmap
for each division

- Focus on next generation and
transformational initiatives

— New Product Introduction (NPi)
process operating across divisions
to accelerale projects

- Robust intellectual property (!F) pretection
via patents and other protections, and
\itigation where appropriate

Examples of how we know the controls

are working effectively

- New product development progress is
reviewed by the SSE Committee and
is part of our internal performance
indicator tracking system

- Adherencete NP| process is audited
and ermbedded in systerns with monthly
‘pipeline’ overview provided by divisions

- Technolegy rcadmap is part of the
Group strategic cycle

4. PEOPLE - Ability to attract and retain people

RISK OWNER
Chief People Officer

TREND
A

of competitive advantage and competition for

key skills is intense, especially around science,
technology, engineering and mathematics (STEM)
disciplines. We may not be successfulin attracting,
retaining, developing, engaging and inspiring the
right people with the right skills to achieve aur
growth ambitions.

How this could impact our strategy

or husiness maodel

- Inability to attract key talent leading
to a loss of competitive advantage

- Difficulty in retaining personnel, at all
levels of the organisation, leading to a
loss of competitive advantage

- Inacquisitions, losing key personnel from
the newly-acquired business which may
significantly impact performance and value

- Remuneration regularly evaluated
against market trends

- Focus on Smiths Leadership Behaviours

- Introduction of technical engineering
communities, technical career ladder,
and early career pragramme

- Targeted talent and succession
planning strategy

- Focus on enboarding and initial
experience improvement

~ Increase internal talent maobility

- Structured assessment, development,
and reward programme

- Diversity and inclusion initiatives

Examples of how we know the controls

are working effectively

~ Formal and informal measures of culture,
for example regular engagement surveys
with follow-up action planning

~ Remuneration & People Committee
tracks key people metrics
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5. BUSINESS CONTINUITY - Business disruption to supply chain or operations

RISK OWNER
A

Divisional Presidents

resultin failure to meet our customer needs.
Timely, efficient supply of raw materials and
purchased components is critical to our ability
to deliver to our customers. Manufacturing
and supply chain continuity is exposed to
external events that could have significant
adverse consequences, including natural
catastrophes, civil or political unrest, changes
in regulatery conditions, terrorist attacks

and disease pandemics - this applies to our
own manufacturing sites and those of our

key component suppliers.

How this could impact ocur strategy

or business model

- Inability to deliver products/solutions
to customers, impacting financijal
performance and reputation

TREND

- Smiths Excellence System operating medel
delivers increased focus on resilient and
cost-effective supply

Business continuity and disaster recavery
plansin place and tested for critical locations
Regqular evaluaticn of key sites for a

range of risk factors using externally
benchmarked assessrments - risk reduction
measures for eritical products and dual
manufacturing capabilities

Mitigation plans for sole source suppliers,
sub-contractors and service providers
developed and deployed by divisions to
include gualification of alternative sources
of supply where appropriate

Preperty damage and business

interruption insurance

b

are working effectively

- Business continuity plans tested annually

- Risk mitigation plans reviewed and
reported by divisions

- Business interruption risk surveys
completed by an external provider
for key operational sites

- Insurance requirements driven by the
risk appetite of the Group and divisions
are validated at least annually

6. ECONOMY AND GEOPOLITICS - Impact of economic and geopolitical environment

RISK OWNER

Chief Financial Officer A

inflation and severe inflation in energy markets.
The Russian invasion of Ukraine has resulted in
new trade sanctions and introduced additional
supply and pricing uncertainties to tight energy
and commodity markets. China'sapproach to
managing COVID-19is further contributing to
rising costs and disrupted supply chains. Central
banks globally are raising ratesin order te curk
inflation. Smiths faces the risk of rising labour,
material, and transportation costs which it may
not be able to pass on through pricing. In addition,
as central banks take action to curtail inflation,
there is a risk of a regional or global recession
whichwould pressure our revenue growth and
profitability. Geopolitical tensions and trading
btoc formation may furtherimpact the free
movement of capital, goods, and people and add
volatility to our supply chains or constrain our
market opportunities.

TREND

How this could impact our strategy

or business model

- Significant and prolonged reduction
in global demand for our products

- Geopolitical tensions relating to Russia,
China, India, and the Middle East adversely
impact trade

- Adverse impact on business performance
due to the imposition of tariffs

- Governments continue to look for ways
to impreove tax revenues to ease fiscal
budget pressures

Examples of how we manage this risk
- Diversified portfolio of businesses which
mitigates exposure to any one country
or sector
- Geographic spread which mitigates the
impact of trade barriers between regions
Divisions moniter arder flows and other
leading indicators so that they may respond
guickly to deteriorating trading conditions
and tariffs/barriers to free trade
Representation of our interests by the Group
Corporate Affairs team

Network of trade compliance officers across
the Group who moniter upcoming changes
in regulation and oversee import and

export activities

are working effectively

- Cost and price inflation are tracked
and actively managed monthly

- Order tracking reported and monitored

- Businessindicators reported weekly
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7. COMMERCIAL - Loss of focus on custermers and not competing in the right markets

RISK OWNER TREND

Divisional Presidents —

Our markets are evolving ata fast pace, creating
potential for customers to change their business
models as they look to deliver products and
services at higher quality, with better service

and at lower cost. Failure of the Group tokeep
pace with customer changes/requirements
{innovation, go-to-market strategies) could have a
materially adverse impact on Group performance,
Asignificant proportion of our revenue comes
from the US and European markets, with a notable
proportion coming from governments. In addition
to geographical markets, there is & risk thatwe

do not focus on attractive sectors where we have,
or could have, a sustainable position. The Group's
growth strateqy is expanding our operations in
developing/higher-growth markets — particularly
markets that are underserved in Asia Pacific.

How this could impact our strategy

or business model

- Failure to develop other markets and
gecgraphies impacts strategic progress
and financial performance

- Significant disruption to government budgets

results in fewer contracts being awarded
ta Smiths, impacting financial performance

- Loss of market share and adverse impact
on Group results

Examples of how we manage this risk

- New productinnovation feedback through
market research and direct feedback from
existing and potential customers
Adiversified portfolio of businesses
mitigates exposure to any one country,
sector or customer

Growth strategy which places emphasis
on expanding operations in higher-growth
markets and regions which are currently
underserved, including Asia

- Strategic process to capture

continuing opportunities in current
and adjacent markets

- Government relations function which
collaborates with colleagues across
the Group to advise on developrments

Examples of how we know the controls
at & warking effectively
- Strategic review process: divisional
deep dives
- Customer input gathered on a frequent basis
- Strong and teng-term customer
relationships provide assurance
- Managing Director councils established
in India and China

8. PRODUCT QUALITY - Failure of product causes serious harm to people/property

RISK OWNER TREND

Divisional Presidents Vi

The mission-critical nature of many of aur
products, services and solutions makes the
potential consequences of failure more serious
thanfor other businesses. Inthe ordinary course
of business, we are potentially subject to material
product liability claims and lawsuits, including
potential class actions, fram customers or

third parties. Internal risks can originate from
inadeguacies orinsufficiencies in processes

tor procurement of materials and components,
change control, manufacturing, internal quality
systems, adaptation to changing industry
regulations, and systems maintenance and
compliance. External risks can result from failure
to manage praduct certification and compliance,
inspections and audits or challenges to product
registrations or certifications, which can lead to
inability to bid for business and/or sell products
and ultimately regulatory action and fines.

or business model

- One of our businesses or Smiths, as a whole,

has its reputation damaged leading to a loss
of customers/future business

Material harm caused to people or property
and/or business interruption for customers
due to quality issues, design defects,
manufacturing failures, component failures,
etc results in reputational damage, loss of
business and higher costs beyond {costed in)
warranty claims

Contractual claims for penalties,
indemnities, and damages and also product
liability claims arising frem end-users and
other aftected third parties {potentially

large class)

Examples of how we manage this risk

- Divisional quality risk assessments
that address preduct faillures, product
performance, product safety, product
compliance, regulatory compliance, and
market authorisation

Quality assurance processes embedded
in manufacturing locations for critical
equiprment, supporting compliance

with customer requirements and
industry regulations

Quality development and guality
integration built into new product
development processes

)

- Risk analysis and mitigation processes
relating to product cyber resilience
embedded in the product lifecycle process.
Proactive steps taken to ensure preduct
cyber related risks are continually
monitored and managed

Insurance cover for product liability

and other related risks such as aviation
grounding - Insurance and Legal teamns
partner to ensure contracts {and supplier
flow downs} cover insurance issues and
claims are netified

Contracting and litigation managed under the
oversight of the Group Generat Counsel with
regular reporting to Executive Committee
and Board

1

Examples of how we know the controts

are working effectively

- Quality measures le.g. defective parts per
million (DPPM) and cost of poor quality
{COPQ)} are measured and action plans put
in place to drive their improvement - these
are reqularly reported

Group and divisional governance frameworks
{including Delegation of Authority) ensure

a close working relationship between legal
and commercial teams (including quality} to
manage risks

- Fewer quality issues at launch of
new products
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RISK OWNER TREND

Chief Financial Officer

confidentiality, integrity and availability of

IT systems and the data held on them are a
continuing risk. We operate in markets and
product areas which are known to be of interest
to cyber criminals. Digitalisation and increased
interconnectivity of our products intensify the risk
and the number of areas under potential attack.

Huw Lhis could impact our strategy

or business model

- Compromised confidentiality, integrity and
availability of our assets resulting from a
cyber attack, impacting cur ability to deliver
to custerners and, ultimately, financial
performance and reputation

- Exposure to significant lesses in the event of
a cyber security breach, particularly relating
to our security products. These include not
only custorner losses, but also those of a
potentially large class of third parties

- Board oversight of the approach to mitigating
cyber risk

- Proactive focus on information and cyber
security risks supported by a strong
geovernance framework

- Group-wide assessment of critical
inforrmation assets and protection to
enhance security

- Information Security Awareness programme

- Security monitoring to provide
early detection of hestile activity on
Smiths networks and an incident
management process

- Partnership and monitering arrangements
In place with critical third parties, including
comrnunications service providers

- Cyber risk analysis and mitigation processes
embedded in the preduct lifecycle process
toincrease resilience

are working effectively

- Formal reviews with the Executive
Committee and the Board

- Vulmerability scanning/event reperting

- Externalreviews of vulnerability controls

- Mandatory staff training

- Compliance with recognised standards

10. LEGAL AND COMPLIANCE - Significant ethical breach or failing to meet contractual obligations

RISK OWNER

Group General Counsel

We have more than 14,700 colleagues in more
than 50 countries. Individuals may not all behave
in accordance with the Group's Values and in
accordance with ethical and legal requirements.
We operate within increasingly complex legal
regimes, often in highly requlated markets and
with governments, customers and suppliers
requiring strict adherence to laws. We may fail
to deliver contracted products and setvices ar
failin our contractual execution due to delays or

breaches by our suppliers or other counterparties.

How this could impact our strategy

or business model

- Ethics or compliance breach causes harm
to our reputation, financial performance,
custormner relationships and our ability to
attract and retain talent

- Failure to comply with trade compliance
{import and export} leads to significant fines
and/or delays procurement or supplies

- Failure to meet strict conditions within
government contracts, particularly in the
US, could prevent us bidding for contracts
or have other serious financial and
reputational consequences

- Breach of contract resulting in significant
expenses due to disputes and claims, loss
of customers, damage to our reputation with
other customers/prospective custormers,
and loss of revence and profit due to higher
costs, iquidated damages or other penalties

governments, may include terms that provide

for unlimited liabilities, including for loss of
profits, IP indemnities, perpetual warranties
or allowing the counterparty to cancel,
rmodify or terminate unilaterally and seek
alternative sources of supply at cur expense

Examples of how we manage this risk

- Ethics and Compliance team run a proactive
programrmatic approach, areas of which are
at different stages of maturity including:

- Managing anindependent ‘Speak Out’
reporting line and investigations process
with communications encouraging the
reporting of ethics violations (includes
ability to report anonymously and a non-
retatiation policy)

Anti-bribery and anti-corruption and other
mandatery training for all employees on-
line and in person training with process
for rmonitering and reporting compliance
Policies and process to rmitigate risks
including policies and procedures to
mitigate distributor and agent-related
risks, including due diligence, contractuat
controls and internal approvals

- Anti-trust training programmes and
guidance and dawn raid processes
Madern Slavery and Transparency
Statement and procedures to reduce

the risk of modern slavery within the
Group and our supply chain

- Network of trade compliance officers
across the Group who monitor upcoming
changes in regulation and cversee import
and expoert activities

- Monitering and acting on upcoming
legislative changes

- Multi-functional programme for General
Data Protection Regulation {GDPR)
compliance

Examples of how we know the controls

are working effectively

- Multiple sources to assess culture including
My Say results, ‘Speak Out’ reports, Ethics
Pulse surveys, internal audit findings.
exit interviews and ethics questions in
performance reviews

Menitaering and reporting on compliance with
ethics and compliance policies, on training
statistics, on investigations, on results of the
Ethics Pulse metrics {Executive Committee
and Audit & Risk Committee oversight)

- Divisicnat legal teams embedded in the
business, working cress-functionally
thraughout the contract lifecycle, contract
risk tool rolled cut in three divisions and
used to assess mitigation of risk through
contract negotiations
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The Group's business activities, together with the factors
likely to affect its future development, performance and
position are set out in the Strategic Report on pages5to
55. The financial position of the Company, its cash-flows,
liquidity position and borrowing facilities are described
on pages 15 and 14. In addition, the notes to the financial
statements include the Company’s objectives, policies
and processes for managing its capital; its financiat

risk management objectives; details of its financial
instruments and hedging activities; and its exposures

to credit risk and liquidity risk.

The Group has undertaken a detailed going concern review with
a severe but plausible downside scenaric taking into account
everything that has been learnt since March 2020.

At 31 July 2022 the net debt of the Group was £150m, a £872m
decrease from 31 July 2021. At the end of July, the Group had
available cash and short-term deposits of £1,056m. These liquid
resources are immedately available with 99% invested with

the Group's global banking partners. The Group's debt profile
shows an average maturity of 2.5 years {from 3.2 years at 31 July
2021, with the next debt maturity being the £4600m Eurcbond in
April 2023.

The Group maintains a core US$800m committed revolving
credit facility from these banks which matures in November
2024. The facility was undrawn at 31 July 2022 and has not been
drawn since its last renewal in November 2017. This facility has an
Interest cover financial covenant. However, this is not forecast to
prevent utilisation at the Group's discretion if required.

The Directors, having made appropriate enquiries, have a
reasonable expectation that the Company and the Group have
agdequate resources to continue in operation for a period of at
least 12 months from the date of this Report. Thus, they continue
to adopt the going concern basis of accounting in preparing the
financial statemnents of the Company and the Group.

In accordance with the requirements of the 2018 UK Corporate
Governance Code, the Directors have assessed the longer-term
prospects of the Group, taking inte account its current position and
arange of internal and external factors, including the principal
risks detailed on pages 47 to 53 {the ‘viability assessment’).
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The Directors have determined that a three-year period to 31 July
2025 s an appropriate timeframe for the viability assessment.

The selected period is considered to be appropriate as, based

on the historical performance of the Group, a three-year outiook
represents an optimurm balance of lang-term projection and
acceptable forecasting accuracy. The three-year viability |
assessment timeframe also takes into account considerations
such as the maturity of the Group's borrowing facilities and

the cyclicality of the performance of the Group’s underlying
rmarkets. In making this viability assessment, the Directors have
considered the current financial position and prospects of the
Group, including the current year business performance, the
detalled operating plan for 2023 and forecasts for 2024 and 2025.
Against these financial projections, the Directors took into account
the principal risks las outlined on pages 48 to 53) to develop a set
of plausible scenarios (as set out overleaf) with potentially high-
impact outcomes.

In addttion to the scenaria specific assumptions {detailed overteaf)
the principal assumptions for this three-year viability assessment
are as follows:

- FY2023 forecasts are based on the detailed operating
plan reflecting the actual FY2022 performance

- FY2024 and FY2025 are based on forecast percentage
growth rates from the FY2023 forecast

- The severe but plausible downside scenario fer the recurrence
of COVID-19 disruption has been modelled assuming a
significant decline in demand and supply chain disruption
{as outlined in Scenario 1 on page 55)

- No mitigating activities such as further restructuring
or the access to additional financing have been reflected
in the forecast estimates

Consideration was then given to the magnitude of the gross risks
and their potentialimpact, directly or indirectly, on the Group's
future performance and Liguidity. The assessment included stress
testing of the Group’s financial capacity to absorb the impact of
such adverse events, either indvidually or in combinatien, and
what mitigating actions the Group could take to respond to them
in order tc protect its business,

The Directors alse considered the Group's ability to raise
additional liquidity. In performing this assessment, the Directors
have taken comfort from the diversity of the Group’s businesses
across different markets, industries, geagraphies, products and
customers. In order to ensure consistency, the base case used
for the three-year viability assessment has also been reconciled
against disional impairment review models.

Based on the robust assessment, the Directors confirm that they
have a reasonable expectation the Group will remain viable for
the period being assessed and will continue to operate and meet
its liabilities as they fall due. The Directors have no reason to
doubt that the Group will continue in business beyond the period
under assessment.
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Scenarios modelled

Scenarios Link to principalrisks  Scenario-specific assumptions

Q

Scenario 1 Business continuity
and Fconomy and
geopelitics

Aglobal event, such as a significant
COVID-19 resurgence lockdown, leads

to the enforced closure of key preduction
sites for a 2-3 month period with ongoing
supply chain disruption, low customer
demand and recessionary circumstances
extending into the following year.

Praduct
quality

Scenario 2

One of John Crane’s mechanical seals is
identified as faulty and the cause of an
explosion at a major refinery causing the
deaths of two staff and significant damage
to the plant. John Crane is sued for the
costs of repair and restoration of the plant
in addition to the consequential losses

of plant closure.

Scenario 3

Cyber security
Following a preduct cyber-attack, a

terrorism related incident occurs at a

US airport. As a consequence, the US

Government revokes Smiths Detection’s

licence. Sales of Detection's products to

the US military and all ather governmental

contracts have been banned and due to the

reputational damage, the impact of the ban

will spread to other divisions.

Scenario 4 Legal and
Srmiths Detection are found guilty of bribing  compliance
government offiCials in Asian countries

in arder to land significant contracts.
This dsmages the Group's reputation and
leads to worldwide regulators imposing
significant sanctions on the Group.

Business
cantinuity

Scenario b

Amegjor fire at the John Crane plant
in Czech Republic renders the fzcility
unusable, causing severe disruption
to production.

Scenario & Product quality and

Combination of scenarios 2 and 3. Cyber security

- 20% failin revenue across the Group in FY2023 and a 10% fall
in FY2024 compared to the base case.

- 65% reduction in operating profit in FY2023 due to plant closures,
customer and supply chain disruphion and a 35% fall in FY2024.

- Increased working capitai due to stock builds and customer defau

— No mitigating activities such as restructuring and
headcount reductions.

- Legal defence costs of £20m perannum plus a one-off payment

of £100m in FY2023 in settlement of deceased's claims.
- Legal defence costs of £5m per annurm cver the review period
in relation to agreement of restoration costs.
- Restoration costs of £50m spread over the 3-year review period.
- Legal defence costs of £25m per annurmn over the review period
in relation to mitigation of consequential loss claims.
- One-off payment of £250m payable in FY2023 in settlement
of the losses claim.
- Insurance claim rejected.

- Immediate loss of all US based Government cantracts within
Smiths Detection.

- 25% fall in other Smiths Detection revenue over FY2023.

- Loss of 50% of Intercennect’s North America revenue.

- Legal defence costs of £10m per annum.

- £100m fine levied by US Government for security breach.

- £50m compensation paid to US Government in FY2023 in respect
of previous products purchased that may have security flaws.

- Insurance claim under product liability is not rmet or delayed
outside of the review period.

- Regulatory fines globally amounting to £100m.

- Loss of all future revenue in both China and Japan.

~ 10% sales erosion in Detection's USA and EMEA markets due
to reputational damage.

- £50m of severance costs incurred.

~ 10% fall in revenue within other Smiths businesses due to the
reputational impact.

- Loss of six months EMEA revenue and margin in FY2023.

~ 20% reduction in future (FY2024 and FY2025) EMEA revenue due
to loss in market shares and competitiveness,

- Breach of supply contracts leading to legal defence costs of £20m
perannum plus a cne-off settlement of £50m in FY2023,

- Refurbishment and repair costs of £50m in Czech Republic
(net of Insurance claims).

- Costs of increasing capacity at other John Crane sites incurs an
additional £50rn of cost.

- Capital expenditure on reptacernent equipment in Czech Republic
of £10m {net of insurance claims).

As above.

The Strategic Report was approved by the Beard on 22 Septernber 2022.

By order of the Board

Paul Keel
CHIEF EXECUTIVE QFFIiCER

Fanl xeoel

lts.
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I am pleased to introduce our Corporate Governance Report,
in which we describe our governance arrangements, the
operation of the Board and its Committees, and how the
Board discharged its responsibilities during the year.

Following the COVID-19 disruption that sa many of us suffered,
this year we returned tc face-to-face Board and Committee
meetings and have had the opportunity to engage with and hear
from many of our colleagues in person. This included a Board
visit 1o our Flex-Tek operation in Portland, Tennessee. There is

no subshitute for meeting people to recognise the challenges they
face, the aspirations they hold and the culture within which they
operate, Understanding key components like these help the Board
support a healthy business. It was also good to see, and for me

to personally meet with, seme of our shareholders at our Capital
Markets event and the AGM last November,

The Board took some critical strategic decisions during the year,
including the decision to sell Smiths Medical to ICU Medical, Inc.
The transaction completed in January, and we wish our former
Smiths Medical colleagues every success moving forward.

More infarmation can be found on page 41. Board succession
planmng has also been a key focus this year. The Board made
the decision 1o appoint Clare Scherrer as Chief Financial Officer
in April, and tc appoint Richard Howes as an independent Non-
executive Director in September 2022. The Board now comprises
six males and five fernales, two Directors from histarically
under-represented ethnic groups and seven with a birthplace

or background outside the UK. More information can be found

in the Nomination & Governance Committee Report on page

66. For a Group such as Smiths, with a diverse workforce and a
wide geographic spread, that diversity is crucial, but it is equally
important that the Directors are capable and suitably experienced
individuals. The biographies of cur Directors can be found on
pages 58 and 59.

02 STRATEGIC REFORT

03 GOVERNANCE 04 FINANCIAL STATEMENTS 56

<> Q

03 Governance 26-92
UK Corporate Governance Code Compliance

in FY2022, and at the date ¢f this report, the Company applied the
Principles and complied with all Provisions of the UK Corporate
Governance Code {the Code} in full, as explained throughout

this Report. A capy of the Code is avaitable from the Financial
Reporting Council’s website at frc.org.uk. Further information on
compliance with the Code can be found as follows:

Board Leadership and Company Purpose 57
Division cf responsibllites e
Evaluation composition and succession 64
Aruditr.rr'iskand ihternal crqrntrQL ) 77 ‘ : 67
Remuneration - 75

Having a strong governance framewark that supports the
Group's long-term strategic goals is critical if we are to support
the business and enhance the interests of all our stakeholders
for the future. The Board continually keeps s governance
arrangements under review. During the year the Board agreed
to the formal constitution of three new Committees: the Science,
Sustainability & Excellence Committee; the Remuneration &
People Committee; and the Finance Committee which each
evolved from the previeus Remuneration and Transaction
Commiitees respectively.

These new Committees allow for greater oversight in the
areas of innovation, sustainability, people and financial agility
10 help better support the Smiths Value Engine, that connects
our Purpose, our strengths and our priorities of Growth,
Execution and People.

Finally, I would Like to thank the Smiths workforce and my

fellow Directors for their work on shareholders’ behalf this

year. In particular, | would like to thank Tanya Fratto who will

be retiring from the Board at the conclusion of the 2022 AGM.
During her tenure, Tanya has provided an invaluable contribution
to the Company and | would like to thark her for her wise counsel
and humour along the way. On behalf of the Board, [would also
like to thank John Shipsey for his service to Smiths as Chief
Financial Officer until April this year.

i hope you find the foilowing report interesting, and, along with my
fellow Committee Chairs, | would be happy to discuss any of the
content at our upcoming AGM.

Sir George W, Buckley
CHAIRMAN
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BOARD LEADERSHIP AND COMPANY PURPOSE

Governance model

BOARD

BOARD COMMITTEES

Nomination &
Governance
Committee

Reviews and makes
recommendations to the
Board on the structure,
size and composition

of the Board and its
Committees. It also leads
the process for Director
appamntments and Director
and senior management
succession planning.

Oversees the ongoing
suitability of the
Group's governance
framework.

F READ MORE
6 6 Corrmilles Report
P

| Audit & Risk
i Committee

nsures the integrity of the
sroup’s financial reporting

and audit processes, and

! the maintenance of sound
| internal control and risk

i Management systems,

i including oversight of the

{ internal audit function and
i the Group’s ethics and

i compliance activities.

Manages the relationship
¢ with the external auditor,
Including making

i recommendations to the

! Board and sharehalders in
i relation to the appeintment
i and re-appointment of the |
external auditor.

B9

READ MORE
Committes Report

EXECUTIVE MANAGEMENT COMMITTEES

Executive Committee

Assists the Chief Executive Officer in
discharging his responsibilities and is
collectively respensible for implementing
strategy, ensuring consistent execution and
embedding the culture and Values.

7
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The primary rote of the Board is to lead Smithsin a

way that ensures its long-term success. The Board

is responsible for approving Group strategy and for
overseeing its implementation. Subject to applicable
legislation and regulation and the Articles of Association,
the Directors may exercise all powers of the Company.

The Board exercises oversight of our Company and in doing so
ensures that the strategy is consistent with our Purpese and is
delivered in line with our Values. In support of protecting and
growing stakeholder value the Board continually monitors the
internal controls, risk management and viability of the Company,
as well as considering the views of stakeholders.

The Board has approved a governance framework of systems
and controts to effectively discharge its collective responsibility.
The framework includes the delegation of specific authorities
to the Board's five Committees, as set out below. The Terms of
Reference for these Committees, which were reviewed during
the year, can be found on our website www.smiths.com.

Remuneration
; & People
| Committee

Responsible for the Group's
i Directors’ Remuneration
i Policy and reviews and
oversees the Group's

i remuneration strategy for
the Exacutive Directors and |
i senior management.

! Oversees, on behalf of the
! Board, the implementation
| of the People strategy

! for the Group, including

| the Group's approach

! to diversity, equity

{ and inclusion.

READ MORE
Commitiec Repor:

{ Investment Committee

i Assesses high-value and high-risk proposals,
! capital expenditure, asset disposal and special
revenue expenditure projects which require

i Chief Executive Officer or Board approval.

- Science, Sustainability |
i & Excellence
. Committee

Oversees the Group's

! culture and approach to
| science. sustainability
and excellence {S5E).

i Thisincludes reviewing

the scientific and

i technology strategy,
innovation, research and

; development; overseeing

i the Group's sustainability
strategy; overseeing

the Sriths Excellence

i Systern; and reviewing and
i determining S5F targets,

| metrics and KPls relating
to remuneration.

READ MORE
Comnmittee Report

Finance

i Committee

Oversees and provides

i agility to the Group’s

i approach to capital

i management including

| sources and uses of cash,
i portfolic activity, changes
{ to capital structure and

i budgetary planning.

! This Committee evolved
| from the Transaction

i Committee which
previously focused on
supporting the Smiths

| Medical sale.

SEE MORE

® wwaw_smithe com
°

! Disclosure Committee

Advises the Chief Executive Officer and the
Board on the identification of inside information,
i and the timing and method of its disclosure.
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BOARD BIOGRAPHIES

Sir George Buckley
Chairman
Appointed: 1 August 2013

o000

Skills and experience: Sir George has extensive experience of large, multi-
industry businesses operating in global markets and has had a long career
in engineering and innovation. As Chairman, Sir George ensures effective
communication with key stakeholders and that the Board provides strong
leadership and guidance for the executive management team. During the
year, Sir George provided invaluable leadership on the sale of Smiths
Medical alengside his support of the Finance Committee. He holds a PhDin
Electrical Engineering.

Career experience: Sir George has held previous roles of Chairman and
CEC at 3M Company, a US based global technology company and Dow Jones
30 cornponent, Chairman and CEO of Brunswick Carperation and Chief
Technology Officer for appliances, motors and controls at Emerson Electric
Company. Sir George also brings non-executive experience to the Board,
having served as Non-executive Director at PepsiCa Inc. and Hitachi Limited,
and as Chairman of Stanley Black & Decker, Inc.

Paul Keel
Chief Executive Officer
Appointed: 25 May 2021

Skiils and experience: Paul has a strong track record of delivering results
in Innovation-ted and diversified global industrial technology businesses.
His international experience positions him well to allow Smiths to detiver on
its significant patential. He is a graduate of Carleton College and Harvard
Business School.

Career experience: Prior to jeining Smiths Paul worked at 3M Company
between 2004 and 2020, within the US and UK. During this period, he led
anumber of global businesses including the $5bn revenue Consumer
Business Group and several industrial businesses ranging in size from
$400m in revenue to over $1bn. He alse led a number of enterprise functions
including Manufacturing and Supply Chain, Marketing and Sales, Strategy
and Business Development. In the short period between 3M and Smiths, Paul
completed a variety of consulting projects. Paul's other experience includes
roles of increasing respansibility at General Electric, McKinsey & Cornpany
and General Mills.

Clare Scherrer
Chief Financial Officer
Appointed: 29 April 2022, Clare will stand for election at the 2022 AGM

Skills and experience: Clare has extensive experience working with and
advising a broad range of industrial companies around the glabe, She has
particularly relevant experience in the sectars in which Smiths has strong
positions, including energy, safety & security and aerospace. She holds a BA
from Harvard University and an MBA from the Harvard Business School.

Career experience: Clare joned Smiths frorn Goldman Sachs where she
spent more than 25 years, and was a Partner for more than a decade, and
most recently Co-Head of the Global Industrials business Prior to joining
Smiths, Clare had been a clase adviser to the Group for a number of years,
including having advised on the sale of Smiths Medical as well as having
contributed to the development of the strategy announced at the November
2021 Capital Markets event. Prior to Goldrnan Sachs, Clare was a consultant
at McKinsey & Company.

Key
o Audit & Risk Commyties

o “Naminaticn & Governance Cemmmitiee

o Rermuneratiar & People Commitiee

Szignce. Suztanabiity
& Txcellence Commitipe

02 STRATEGIC REPORT

03 GOVERNANCE D4 FINANCIAL STATEMENTS 58

<> Q

Pam Cheng
Non-executive Director
Appointed: 1 March 2020

00000

Skills and experience: Pam's experience in the areas of R&D, manufacturing.
sales and marketing, comrnercial operations, supply chain management

and technology gained within large global businesses in strategically
important regions for Smiths, further strengthens the Board's discussions

on embedding world class operations. Parn holds a Bachelor of Science

and a Master's degree in Chemnical Engineering from Stevens Institute of
Technology, New Jersey and an MBA in Marketing from Pace University, New
York, USA.

Career experience: Paim is Executive Vice-President, Opcrations and
Information Technology at AstraZeneca plc, a multinational pharmaceutical
and biopharmaceutical cornpany. Priorto joining AstraZeneca in 2015, Pam
was President of MSD (Merck & Co., Inc.}in China. Pam has also previously
held various engineering and project ranagement positions at Universal Cil
Products, Union Carbide Corporation and GAF Chemicals.

Dame Ann Dowling
Non-executive Director
Appointed: 19 September 2018

000650

Skills and experience: Dame Anm's contribution to engineering research
is internationally recognised, and her knowledge and background offer
adifferent perspective to Beard discussions, particularly as they relate
to engineering, innovation and sustainability. Dame Ann has a degreein
Mathematics and a PhD in Engineering.

Career experience: Darme Ann has had a distinguished academic career

and is currently a Deputy Vice Chancellor and an Emeritus Professor of
Mechanical Engineering at the University of Cambridge, where she served as
Head of Engineering for five years until 2014. She served asthe President and
Chairman of Trustees of the Royal Academy of Engineering from 2014 to 2019
and as a Non-executive Director of BP plc from 2012 until May 2021, where
she was a member of the Safety and Sustainability Committee.

Tanya Fratto
Non-executive Director

Appointed: 1 July 2012, Tanya will retire from the Board
at the conclusion of the 2022 AGM

Skills and experience: In addition to her experience in manufacturing and
operations, Tanya brings insight into product innovation, sales and marketing
across a range of sectors and an extensive knowledge of operating in the LS,
to Board discussions. As one of the longest serving members of the Board,
she has a deep knowledge of the Group. She is a qualified electrical engineer
and has a BScn Electrical Engineering.

Career experience: Tanya has had a successful career running

businesses over 20 years with General Electric Corporation, a muitinational
conglomerate. Prior to joining the Sriths Board, she was the CEQ of Diamond
Innovations Inc, a manufacturer of iIndustrial diamonds. Tanya also served as
a non-executive director on the Board of Mondi ple from 2017 to May 2022.

Other significant appointments: Nen-Executive Director of Advanced
Drainage Systems, Inc. and Ashiead Group ple.

° Finanze Commitiee

Independen: Directe- orr the Charman's
case independent o apooniment

O Committee Chair
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Karin Hoeing
Non-executive Director
Appointed: 2 April 2020

0000

Skills and experience: Karin brings current executive experience of il & gas,
defence, security, and aerospace to the Board gained from a range of roles
atlarge multinational groups. Karin has also provided valuable assistance
and advice in executive and non-executive succession planning and ESG and
sustainability matters. Karin holds a Diploma Geophysics (MSc Ceophysics)
from the University of Hamburg, Germany.

Career experience: Karinis Group ESG, Culture and Business Transformation
Director at BAE Systems plc. Prior to joining BAE she led one of the major
international business divisions at Schlumberger, a multinational oil services
company. Ker i spent 20 years at Schlumberger, where she held a number of
senior HR, marketing, technology and line management leadership positions
acrass Europe, the Middle East and Asia.

Richard Howes
Non-executive Director

Appointed: 1 Septemnber 2022. Richard will stand for appaintment at the
2022 AGM

0000

Skills and experience: Richard's background in senior financial positicns at
large listed companies in a variety of sectors brings valuable insight to the
Board's discussions. Richard holds a BScin Geography from Loughborough
University and is a Fellow of the ICAEW.

Career experience: Richard is Chief Financial Officer of Bunzi plc, the
specialistinternational distribution and services Group. Richard qualified as 2
Charted Accountant with Ernst & Young before moving to the investrnent bank
Dresdner Kleinwort Benson. Prior to joining Bunzl in 2019, Richard held CFQ
positions at various muttinationat businesses including inchcape plc, Coats
Group ple and Bakkavor plc.

Bill Seeger
Senior Independent Director
Appointed: 12 May 2014

00O

Skills and experience; Bill has had z long and successful career in finance
in the engineering sector, gaining an in-depth knowledge of global markets.
Bill's extensive experience in global engineering businesses supports the
Board's rebust decision-rnaking. Bill has a BAin economics and an MBA.

Career experience: Bill was appointed Chair of the Remuneration & People
Cormmittee on 1.July 2018, and as Senior Independent Director at the 2018
AGM. Bill has been Chair of the Finance Committee since it was formalised in
November 2021. With effect from 1 February 2022 Bill was appointed to the
Board of ICU Medical, Inc. in accorgance with the terms of the shareholders
agreernent entered into with the sale of Smiths Medical. He is also a member
of ICU's Audit and Compliance Committee. Bill was Group Finance Director
at GKN ple, a global engineering group, until his retirement in 2074, At GKN
he also held the roles of CEO of the Propulsion Systems Division and

CFO of the Aerospace Division, Prigrto that, Bill spent 30years at TRW, 2
US-based automative and aerospace group, where he held various senior
finance positions.

Other significant appointments: Senior Independent Director at Spectris plc
and Lecturer at UCLA Anderson School of Management.

Key

o Audit & Risk Committee o Remuneration & People Camrmtiee

Science, Sustamability

Nominaticn & Governarce Comm
o e & Excelfence Commitiee
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Mark Seligman
Non-executive Director
Appointed: 16 May 2016

©0000

Skills and experience: Mark’s extensive experience in corporate finance

and capital markets supports Beard discusston of the Group's portfolio
management and strategy. He provided significant counsel during the sale

of Smiths Medical through his support of the Transaction and now Finance
Committee. Mark also brings non-executive experience to the Board, having
served as senior independent diractor and audit comrittee chairman at
several FTSE100 companies. Mark is a Chartered Accountant and has an MA
in philosophy, politics and economics.

Career experience: Mark is a forrmer senior investment banker and during his
executive career he held various roles at Credit Suisse, including Chairman

of UK Investment Banking. Mark served as a non-executive director on the
Board of Kingfisher plc from 2012 to January 2021,

Other significant appointments: Senior Independent Director at NatWest
Group ple and Alternate mernber at Panel on Takeovers and Mergers for the
Association for Financial Markets in Europe.

Noel Tata
Non-executive Director
Appointed: 1 January 2017

0000

Skills and experience: Noel has had a successful career in globai business.
He has extensive experience of the high-growth economies whichare key
markets for our growth strategy and has been invaluable in developing

key strategic relationships in Asia since joining the Board. Noel has a BA

in Economics.

Career experience: Noel was the Managing Director of Tata international
Limited{TIL), a global trading and distribution company and a trading

arm of the Tata Group, a privately owned multinational helding company.
Under the terms of the Tata Group governance guidelines, he retired from the
position of Managing Director an 12 Novernber 2021. He was thereafter re-
appointed as a Director and Nen-Executive Chairman of TIL with effect from
18 Novernber 2021.

Other significant appeintments: Each of the following companies forms
part of the Tata Group: Non-independent Non-executive Chairman at Tata
Investrnent Corporation, Trent Ltd and Voltas Ltd. Non-independent Non-
executive Vice Chairman at Tata Steel Limited and Titan Company Ltd.

Matthew Whyte

Company Secretary
Appointed: 1 August 2021

Skills and experience: Matthew is a Chartered Company Secretary and a
Fellow of The Chartered Governance Instiute UK and Ireland. Matthew joined
Smiths in 2017 having previously gained governance and legal experience in
senior roles in large multinational listed groups ina variety of sectors, most
recently at Schroders plc and Rio Tinto ple.

Other Directors who served during FY2022

John Shipsey stepped down from the Board and as Chief Financial Officer
inApril 2022. His biography can be found in our FY2021 Annual Repart.

READ MORE
The kiographies of *he Executive Temmillee

membiers can be found on our websitc

o Finance Committee

Independent Directar or in the Chairman’s
case independent on appamtment

O Cammittee Char
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During FY2022, the Directors continued to provide
oversight, challenge and guidance on a broad range of

topics. This included the development and implementation
of the Group’s strategic objectives, culture and operational

performance. The key areas of focus for the Board during
the year are set out below.

Purpose

- Ensured that our focus on strategy and business decisions
aligned with our Purpose

Strategy

- Reaffirmed the Group strategy, including the Smiths Value
Engine and focus on our three priorities of Growth, Execution
and People

- Endorsed the refreshed divisicnal strategres and imptementation

of the new in-market operating model for China

- Completed deep-dives on the implementation of each division's
strategy providing censtructive feedback and guidance

- Ensured stakeholder considerations were embedded in
discussions and decision-making through enhanced reporting
from each of the divisions

- Approved a new sustainability strateqgy

~ Agreed the sale of Smiths Medical te ICU Medical, Inc {ICL)
and the subsequent £742m share buyback pregramme

~ Supported the relaunch of the Smiths Excellence System {(SES)
~ Discussed and considered opportunities for inorganic growth

D2 STRATESBIC REFORT

03 GOVERNANCE 04 FINANCIAL STATEMENTS &0

Q

<>

People, Values and culture

- Approved aworkferce engagernent sirategy where individual Non-
executive Directors have been allocated divisional or functionat
and geographic areas of respensibility in order to reflect the global
nature of our business and international composition of our Board.
The Senior Independent Director is the designated Non-executive
Director responsible for workforce engagement and oversees
this activity

- Received updates from the Non-executive Directors on their
workforce engagement activities. This included Dame Ann
Dowling's visits 1o the Smiths Detection Hemel Hempstead site and
to a Service Team on-site at a large customer; Pam Cheng's visits
to the Flex-Tek Tutco and Gastite operations; Mark Seligman's visit
to the GQualification and Test laboratory at Interconnect’s Dundee
site; and Bill Seeger and Karin Hoeing's attendance at coileague
meetings about Ethics and Compliance and ESG

- Conducted one-on-one and group ontine meetings between
Directors and employees during the COVID-12 pandemic.

This ensured that Directors stayed in touch with the Group's
employees given that many were working frem home

- Received a repert from the new Chief People Officer on her
key observations since joining the Company and priorities for the
new Pecple strategy

- Supported the Executive Commitiee in the launch of the new
Smiths Leadership Behaviours to guide how we want cur
people to act in support of our culture

- Oversight of the Assessrment, Develop and Reward Project
to align key elements of Smiths HR processes with the three
priorities of Growth, Execution and People

- Received regular updaies on employee engagement, the
Group's pension arrangements and health and safety

Succession and leadership

- Focused on Board succession planning and key roles within
the business

- Approved the appointment of a new Chief Financial Officer
and Non-executive Director

- Approved changes to the Executive Committee, including
the appointment of seven new members

- Reviewed senior management succession plans and the talent
pipeline across the Group
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Finance

- Considered business performance through a senes of
divisional deep-dives at Board meetings

- Reviewed and approved the Group's results announcements and
the FY2021 Annual Repert

~ Supported the de-risking of the TI Group Pension Scheme by
way of a E640m bulk annuity buy-in. The Board considered and
declined the request from the SI Pension Scheme Trustees to
pay enhanced member benefits

- Approved the final dividend for FY2021 and the FY2022
tnterim dividend

- Considered the feedback from stakeholders on the Capital
Markets event held in November 2027

- Other key matters considered by the Audit & Risk Committee
are set out on pages 71 and 72

Governance and risk

- Received updates on our principal risks

- Ongoing oversight of our internal controls in order to ensure
an effective control environment

- Continued monitering of risk management and internal controls
by the Audit & Risk Committee, including deep-dives from the
dwvisions on supply chain and product quality

- Approved and provided aversight of the Ethics and Compliance
annualwork programme

- Ongoing consideration of the Group's compliance with the
Code and related activities

- Undertook an internal Board evaluation to review the

effectiveness of the Board and its Committees, which included

discussing the progress made from the previous year's

evaluation and agreeing actions for the next financial year.

See pages 64 and 65

Approved the establishment of the Science, Sustainability &

Excellence Committee and the evolution of the Remuneration

& Pecple Committee and the Finance Committee

- Established a forward agenda focused on strategy and a deep-
dive programme to ensure regular reviews of key areas of focus

Principal decisions

Having an effective and diverse Board has enabled high quality
discussions ahead of executing several key decisions during the year.
The Board engages with stakeholders where relevant and takes their
interests into account when making decisions. Below are examples
of the principal decisions taken during the year. Further examples of
how stakeholder views have been considered in the boardroom can
be found on pages 41 to 44.
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Sale of Smiths Medical to [CU

Smiths Medical was sold to ICU on é January 2022. However, the
separation of Smiths Medical had been a key focus of the Board
since 2018. The Board had determined that the separation of Smiths
Medical weuld enable Smiths to concentrate on growing as a leading
industrial technology group and enable Smiths Medical to focus on
realising its full potential in the medical device market.

Stakeholders were a key consideration during the decision-rmaking
process. The Board actively engaged with all options to maximise
value for all stakeholders and to provide the Company with an
enhanced platform for future growth. This led to the Beard approving
the sale of Smiths Medical to ICU. Anather key Board decision was
the use of the proceeds once the sale had completed. The Board
sought shareholder teedback on the best course of action and
determined that the proceeds would be split between investment

in growth and a significant return of capital to shareholders through
a share buyback pregramme.

Mare information can be found on the website.

Reaffirming the Group's strategy

Paul Keel joined the Board in May 2021 as the Group's Chief
Executve Gfficer, His first objective was to review the Group's
strategy, what was working well and where opportunities existed.

In his first six manths, Paul visited more than a dozen of Smiths
largest operations around the world. To seek feedback he met with
some of the Group's suppliers and customers and Smiths largest
investors. Paul reported his findings back to the Board and the new
priorities, being accessing growth, improving execution and doing
more to inspire and empower our pecple, were discussed and
endorsed by the Board. The Capital Markets event in November 2021
successfully communicated to shareholders and other stakeholders
the Group's strategy, including our ESG priorities and how each of
the divisions were acceterating growth and value creation. At the
Board's strategy meeting in May 2022, the Board had the opportunity
to review in detail and challenge the refreshed divisional strategies
and the new in-market operating model for China.

The Board also decided to make several governance enhancements
to support the strategy. This included the creation of the Science,
Sustainability & Excellence Committee to oversee the Group's
approach to science, sustainability, and excellence, including R&D,
commercialisation, and sustainability strategies. As well as the
evolution of the Remuneration & People Committee to suppert the
People priority m the Smiths Value Engine. In addition, it was agreed
that the Finance Committee would oversee the Group's sources and
uses of cash including its approach te portfolic activity, evolving frem
the Transaction Cormmittee which focused on supporting the Smiths
Medicat sale. Finatly, to support accelerated growth and deliver

on Smiths significant potential, the Board approved a number of
changes to the Executive Committee.
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DIVISION OF RESPONSIBILITIES

There is a schedule of matters which are considered
significant to Smiths and have therefore been reserved
for decisions by the Board. This is due to their strategic,
financial, or reputational implications or consequences.
The formal schedule can be found on our website.

The Chief Executve Officer is responsible for preparing and
recornmending the strategy and for the day-to-day management
cf the Company. Executive management implement the Group's
strategy and provide the Chief Executive Officer, and the Board
as a2 whole, with the information they need 1o make decisions that
will determine the long-term success of the Group.

Al each scheduled Board meeting the Chief Executive Officer
and the Chief Financial Officer present separate reports,
detailing business performance and progress against strategy.
These are supplemented by regular performance updates from
the Chief Executive Officer to the Directors between meaetings.
When appropriate, invitations to Board meetings are extended
to divisional presidents, heads of functions and subject matter
experts, supporting visibility of talent and executive succession
planning. External advisers are invited to attend as necessary.
Director attendance at Beard and Committee meetings in
FY¥2022 is set out on page 63.

To ensure the continued effectiveness of the Board, the
Chairman meets the Non-executive Directors without the
Executive Directors present after each Board rmeeting. He alsc
has separate meetings with the Senior Independent Director
and the Chairs of the Board Committees on a regular basis and
with each of the other Non-executive Directors at least annually.
The Senior Independent Director consults with the other Non-
executive Directors without the Chairman present at least
annually, to assess the performance of the Chairman.
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The following role specifications set out the clear division

of responsibility between executive and non-executive
members of the Board, which support the integrity of the
Board's operations.

CHAIRMAN

- Ensures the Board's continued effectiveness

- Shapes boardroom culture and encourages individual
Director engagement

- Leads the Board and sets the Board agenda, determining
the style and tane of discussions at Board meetings

- Leads the annual Board evaluation

CHIEF EXECUTIVE OFFICER
- Develops and proposes strateqy to the Board
- Sets and communicates the culture, Values,
and behaviours far the Group
L eads the Executive Committee
Manages the day to day cperations of the Company
Manages relationships with key stakeholders

CHIEF FINANCIAL OFFICER

- Supports the Chief Executive Officer in ensuring the
development and execution of strategy

- Ensures the accuracy and completeness of the Groug's
financial statements to ensure they reflect a true and
accurate rendition of the Campany’'s performance

- Ensures the Group operates robust risk
management and internal control systems to ensure
accurate and timely financial and non-financial reporting
and ultimately to safeguard stakeholders’ interests

SENIOR INDEPENDENT DIRECTOR

- Supports the Chairman in the delivery of the
Board's objectives

- Is available to shareholders if they wish to raise
any concerns

- Oversees workforce engagement by the Non-
executive Directors

- Leads the Chair succession process

NON-EXECUTIVE DIRECTORS

~ Provide constructive challenge and strategic guidance
to Board and Committee discussions

~ Oversee management and the business and offer
specialist advice

~ Assess the effectiveness of systemns of internal control
and risk management

COMPANY SECRETARY

- Adwvises the Board on governance matters

- Supports the Chairman in the efficient and effective
functioning of the Board and its Committees

- Ensures the Board receives quality information
In a timely manner
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Time commitment

All Directors must allocate sufficient time to their work in order to discharge their responsibilities effectively. An expected time
commitment of 25 days per annum is set out in the Non-executive Director letter of appointment. However, Committee Chairs, the
Senior Independent Director and the Chairman commit more time as required. in the normal course of business, Directors are
expactad to familiarise themselves with business priorities and challenges, prepare for and attend Board and Committee meetings,
attend the AGM, engage with stakeholders and participate in the Board evaluation process. Executive Jirecters are not permitted to
take on the chairmanship ar mere than one nen-executive directorshipin a FTSE100 company, or any other significant appointment.
Any appointment to other directorships are reviewed in advance by the Board for conflicts and time commitment considerations.

In FY2022 the Board concluded that the Chairman and the Non-executive Directors devoted sufficient time to fulfil their commitments

63

Q

to Smiths. Particular consideration was given to Noel Tata's other commitments as he holds a number of Board level positions outside

the Group all of which are at Tata Group companies as shown in his biography on page 59. The Board reaffirmed that Noel's other

commitments do not prevent him from committing sufficient time to his work as a Director, as evidenced by his attendance and effective
participation at all Board ahd Committee meetings and ad hoc Beard update calls. As a current executive with contacts in higher-growth

countries which are a strategic focus for Smiths, he brings valuable and distinct experience to cur Board discussions.

Advice and insurance
Our Directors are able to seek independent professional advice at the expense of Smiths to enable them to fulfil their obligations as

members of the Board. In addition, the Directors and Officers of Smiths and its subsidiaries have the benefit of a Directors” and Officers’
liability insurance policy. During FY2022, and at the date of this report, qualifying third-party indemnity provisions (as defined by section
234 of the Act) have remained in force for the Directors of the Company and certain other employees in respect of their directorships of

somne subsidiary companies in relation te certain losses and liabilities which they may incur {(or may have incurred) to third parties in the

course of their professional duties for the Company, or a subsidiary.

Director attendance

. Science,

Nomination & Remuneration Sustainability
Governante Audit & Risk & People & Excellence Finance
_ } Board Committee Cu.mmiuee Committee Cemmittee Committee
Sir George Buckley T 0/10 5/5 - 4f4 3/3 "7
Paul Keel 10/10 - - - - ~
John Shipsey’' 7/8 - - - - -
Clare Scherrer! 2/? - - - - -
Pam Cheng? %/10 475 374 3/a 373 -
Dame Ann Dowling 10/10 5/5 Lfh 4fh 313 -
Tanya Fratto i0/10 5/5 4f4 &fh - -
Karin Hoeing 10/10 5/5 - 4fh 3/3 -
Bill Seeger 10/10 5/5 L6 &fh - 7
Mark Seligman 10/10 5/5 4f4 4fh - 77
NoelTata 1010 5/8 4fh 4fh - -

1 On 29 April 2022 Clare Scherrer was appainted to the Board and John Shipsey stood down as a Directer. John Shipsey did not attend the meetng where his ongoing appointment
was discussed,

2 Pam Chengwas unable to attend the March Boare and Commitiee meetings due to persanal circumstances Pam Cheng provided her comments and input an the matters under
consideration to the Cha:s of the relevant forums prior te the meetings being held
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Each year an evaluation of the Board and its Committees
is conducted to monitor their effectiveness and to help
identify any improvement opportunities. It is externally
facilitated every three years.

The annual evaluation of the performance of the Non-executive
Directors and the Chief Executive Officer is led by the Chairman.

The evaluation of the Non-executive Directors includes individuat
rmeetings with the Chairman. Feedback is given to the Chief
Executive Officer by the Chairman after each Board meeting and
on an ad hoc basis throughout the year. The Senior Independent
Director and the Chief Executive Officer lead the evaluations for
the Chairman and the Chief Financial Officer respectively.

Following the externally facilitated evaluation in FY2021, the
FY2022 evaluation was carried out internally. Independent Audit
Ltd, who have supported the evaluation process since FY2019,

but have no other connection to the Company, assisted with the
interpretation of the results of a self-assessment questicnnaire
issued to the Board. The actions following the FY2022 evaluation
have been grouped in four themes: strategic decision making;
succession planning; Board communication; and stakeholder
engagement and are set out below. Overall, the Board agreed that
significant progress had been made since the external evaluation.
It 1s the present intention that the FY2023 evaluation will be

internally facilitated.

Board evaluation findings and actions

STRATEGIC DECISION MAKING

FY2021 external
evaluation findings

- Seek to reach aclearer
consensus on the Group-wide
sirategic objectives and how
the Company will achieve them

- Ensure the Remuneration
Comnmittee has a batanced
focus on bath financial and non-
financial considerations

Action taken in FY2022

- Following the appontment of Paul Keel the corporate
strategy and communications plan for the Group
post the sale of Srmiths Medical were re-evaluated
by the Board and reatfirmed. The strategy and
accompanying KPls are described on pages 10and 23
to 23 respectively

~ The Company held a Capital Markets eventin
November 2021

~ Enhanced byear strategic planning discussions were
held with Group and divisional leadership, with a focus
on delivering the strategic ebjectives in line with the
Smiths Value Engine

- Non-financial incentive measures for management
are now part of Executive Director and senior
management Incentive arrangements

FY2022 evaluation findings
and actions for FY2022

- Greatly enhanced strategic discussions
were held during the year resulting
in clearer alignment on the Group's
strategic priorities. Going forward, the
areas of focus would be greater visibility of
macro conditions, external markets and
the impact or opportunities arising from
technology. The appointment of a Chief
Sustainability Officer and the development
and embedding of a sustainability strategy
were particular improvements

- When formutating its agendas, the
Board will encourage increased time for
strategic deep-dives to underscore the
Board focus on organic growth
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SUCCESSION PLANNING

FY2021 external Action taken in FY2022 FY2022 evaluation findings

evaluaticn findings and actions for FY2023

- Hold regular discussions - Executive and non-executive succession planning was - Board succession planning for non-
between the Non-executive a key focus during the year with the Board approving a executive positions was identified to be
Directors and Chief Executive number of Executive management changes a key focus for consideration during
Officer on his own to discuss - The Chief Executive Dfficer updated the Beard on enhanced the year
senior management succession talent and succession planning for senior leadership roles - Changes to the Executive management
and development - Chair succession planning commenced led by the Senior team were well managed and

- Continue the Board's Independent Direclor succession planning oversight had
engagement activiteswith k&Y _ The Board continued its interaction with high-potential been enhanced significantly
talent across the Group employees to improve their understanding of the internat - Further focus would be arranged on

- Prepare for the transition "bench strength’ with virtual and in person one-to-one Executive Committee development
of the Chairman and Senior talent spotlights frequently taking place and succession planning, including

Independent Directer reles in -
the next few years

providing opportunities for the Non-
executive Directors to meet individually
and in srall groups with a cress-
section of employees

Face-to-face exposure at Board and Committee meetings
for high-patentiat talent within the Group was reintroduced
once travel restrictions were lifted

- The Boardvisited Flex-Tek's operation in Portland,
Tennessee and met with mernbers of the Flex-Tek
leadershipteam

BOARD COMMUNICATION

FY2021 external Action taken in FY2022 FY2022 evaluation findings
evaluation findings and actions for FY2023

- More frequent updates for

- Regular updates on the Smiths Medical sale were provided - Significant improvements were

the Beard as the Smiths through the formation of the Transaction Committee which  evidenced at Board meetings both in
Medical separation transaction met eight times during FY2022 prior to its formalisation as the quality and timeliness of Board
progressed were requested the Finance Committee fwhich met a further seven times) and Commitiee materials and also
- Consider the scheduling of - The Board continued to identify opportunities Lo improve the openness and quality of debate
Committee meetings and communication between itself and Group executives. arising therefrom
holding hybrid meetings The new ways of working which were adopted during the - Meeting dynamics had improved
- Continue to improve the pandemic were retained with one Board meetingand a leading to better conversations
timeliness of Board infermation number of Committee meetings held remotelyor partially - The success of the Transaction
- Structure Chief Executive Dificer remotely to reduce international travel. This premoted Comrmittee led to the formalisation of
and Chief Financial Officer goad governance through agile and timely decision making its activities with the establishment of
reports to tie in more closely - The new processes introduced to facilitate early stage the Finance Committee. This helped to
with progress on strategic information flows and ensure that the Non-executive improve information flows and decision-
priorities of the business Directors (specifically the Chairman and Committee making and guidance in anagile manner
Chairs) had the opportunity for earlier input into Board - Remote or hybrid meetings will
and Committee papers were further evolved and briefing continue and the organisation of Board
processes refined and Committee meetings warks well

STAKEHOLDER ENGAGEMENT

FY2021 external Action taken in FY2022 FY2022 evaluation findings

evaluation findings and actions for FY2023

~ Restructure the Board's - Astakeholder map has been developed - The Board acknowledged that
interaction with stakeholders - ADirector workforce engagernent strategy was continued focus on ESG, people,
with more focus on ESG. developed with individual Non-executive Directors being talent, culture and suppliers was
employee engagerment allocated divisional or functional and geographic areas of critical, and that the ongoing focus on
and hearing customer and responsibility. Oversight 1s provided by the Remuneration the successful establishment of the
supplier perspectives & Pecple Committee Science, Sustainability & Excellence

- Transferthe roleofdesignated - The Science, Sustainability & Fxcellence Committee was Committee’s role were key
Non-executive Director for established, which provided oversight for many activities
employee engagernent from the connected with the Group's stakeholders

Senior Independent Directer to
another Non-executive Director
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Chairman’s statement

1am pleased to present the Committee’s report for
FY2022. The Cammittee has delegated responsibility
from the Board to review the structure, size and
composition of the Board and its Committees, and to
ensure that they are fit for purpose.

The Board wholeheartedly supports the principles of the FTSE
Women Leaders Review and the Parker Review on gender

and ethnic diversity and we were delighted to recommend

the appointment of a new Chief Financial Officer. We were

also pleased to recommend a new Non-executive Director

to the Board. When making these recommendaticns, we
considered the balance of skills, knowledge and experience on
the Board. Diversity of gender, social and ethnic background

of the Directors are also important considerations along with
country of arigin to ensure the continued international diversity
of the Board. We also take into account the Group's strategy,
business performance, current and future leadership needs,
challenges and oppartunities.

We oversaw the senicr ranagernent succession pipeline

and planning and during the year we approved the appointment
of seven new Executive Committee members. At least once a
year we review senlor management succession plans and the
quality of the talent pipeline across the Group.

Periodically we review the Board's governance framework.

This year we recommended establishing the Science,
Sustainability & Excellence Committee, and decided to change
the terms of reference of the Remuneration Committee to ensure
rore focus on people. The Finance Committee was formalised
and focuses on the sources and use of cash including portfolio
activity, changes to capital structure and budgetary planning.

More information about our activities can be found on the following
pages. { would like to thank my fetlow Committee mermbers for
their continued hard work over the period.

Sir George W. Buckley
CHAIRMAN OF THE NOMINATION & GOVERNANCE COMMITTEE
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Committee membership and meetings
The members of the Committee, their biographies and attendance

¥ at meetings during the year can be found on pages 58, 59 and 63.

" The Chief Executive Officer is normally invited to attend Committee

meetings and attended all but one of the meetings in FY2022.
Other members of senior management are invited to attend
as necessary.

Committee performance evaluation

In FY2022, the performance of the Cornmmittee was considered
as part of the internal Board evaluation process. Overall, it was
confirmed that the Committee continues to operate effectively.

Committee activities

Board succession

The Board has a duty to keep succession plans under reqular
review. The Non-executive Directors, without the Chairman
present and led by the Senior Independent Director, discussed
the succession arrangements for the Chairman who reached

his nine-year anniversary since appointment on 1 August 2022.
Fallowing the appointment of Paul Keel, the Committee agreed
and the Board supperted that Sir George Buckley should be invited
to remain as Chairman to cversee a period of significant strategic
change for the Group. Beard succession will continue to be a key
focus during FYZ023.

Tanya Fratto is stepping down from the Board at the conclusion
of the 2022 AGM, and the Chairman led the search for @ Non-
executive Director 1o replace her. The Committee recommended
the appointment of Richard Howes to the Board, and he joined as
a Non-executive Director on 1 September 2022. As with all Board
appointments, there was a formal, rigorous and transparent
process, invalving all Directors and with recornmendations based
on the merit of the individual candidates. Buchanan Harvey & Co.
were used as execubive search consultants. The firm has no other
connection to Smiths and is a signatory to the Voluntary Code of
Conduct on Gender Diversity.

The Chairman and the Chief Executive Officer carried out the
search process for the role of Chief Financial Officer without the
formal support of an external search firm. Multiple candidates
were considered. The Committee was infimately involved in this
process and was regularly updated on progress. Clare Scherrer,
who was well known to the Company, was identified as being

the preferred candidate. Clare previously worked for Geldrman
Sachs where she spent more than 25 years and was a Partner
for more than a decade, and most recently Co-Head of the Global
industrials business. Clare has extensive experience working
with a broad range of industrial companies around the globe,
accelerating growth and increasing value. She has particularly
relevant experience in the sectors in which Smiths operates.
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The Committee considered that it was in the best interests of

the Group and its stakeholders te recommend fo the Board that
Clare Scherrer be appointed as Chief Financial Officer with effect
from 29 April 2022. John Shipsey stepped down as Chief Financial
Officer and from the Board of Smiths Group with effect from

2% April 2022. His remuneration arrangements were approved by
the Remuneration & Pecple Committee.

Diversity

Smiths Board is highly diverse. It supperts the principles of the
FTSE Women Leaders Review and Parker Review on gender and
ethnic diversity and pays close attention to the international nature
of its makeup. Members cf the Board and senior management will
collectively possess diversity of gender, national birthplace, social
and ethnic backgrounds, cognitive and personal strengths, along
with a combination of skills, experience and knowledge. This is
important for the effective operation of the Board and oversight of
the Group.

The Committee is responsible for recommending appointments

to the Board following its regular assessment of the Board and

its Committees’ comnposition, whilst also considering the Group's
strategic objectives. The Committee makes recommendations
based on the merit of the individual candidates, having due regard
for the benefits of diversity in the broadest sense, including gender
and ethnicity and also the need to ensure the effective functioning
cf the Board at all times, especially as membership of the Board

is refreshed.

In order to help achieve these aspirations, the Committee only
uses the services of executive search firms whao have signed up to
the Voluntary Code of Conduct on Gender Diversity. This applies
1o management positions, not just to the Board. Executive search
firms are also required to ensure non-UK nationals, women and
candidates from historically under-represented ethnic groups are
represented on the shortlist for all Board positions.

The Board mests all of its diversity targets, the FTSE Women
Leaders Review target of 40% representation of wormnen on FTSE
350 Boards, the Parker Review recommendation for FTSE 100
companies to have one director of ethnic diversity, and the Financial
Conduct Authority's Listing Rule whereby at least one senior board
position is held by a woman.

Diversity Performance

GENDER
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Diversity infermation for the Board, Executive Committee, senior
managers and the Group as a whole can be found on page 33.

The Board extends its work on diversity to senior leadership
positions in the business and across the Group. The Board Diversity
Policy was reviewed during the year and can be found on our
website www.smiths.com.

Governance

The Committee is responsible for keeping the Board's governance
framework under review. In FY2022 the Committee recommended
the establishment of the Science, Sustainability & Excellence
Committee to oversee the Group’s appreach to science,
sustainability and excellence, including R&D, commercialisation,
and sustainability strategies. It also reviewed the operatinn of the
Remuneration Cormmittee and its oversight of the Group's wider
People-related activities, and recornmended its evolution inte the
Rermuneration & People Cormmittee. In addition the Committee
recommended the evolution of the Transaction Committee into the
Finance Committee, with responsibility for oversight of the Group's
sources and uses of cash including portfolio activity, changes to
capital structure and budgetary planning.

During the year the Committee reviewed the Board skills and
experience matrix, Board Diversity Policy and its own Terms of
Reference. The Commuttee also considered Director engagement
with stakehelders, including the workforce, before this
responsibility moved to the Remuneration & People Committee.

Induction

To ensure that they are able to effectively contribute to discussions
and decision-making, all of our Directors participate in aninduction
pragrammeg on jeining the Board. Each induction plan is tailered to
provide the individual Director with the necessary knowledge and
understanding of the Group, based on their personat experience
and backgreund. Given her already extensive knowledge of Smiths,
for Clare Scherrer this included meeting with key stakeholders
including investors, advisers, the external auditor KPMG and
receiving briefings on the role and responsibilities of being a listed
cornpany director. Clare Scherrer has also visited numerous Group
operations in the US and Europe. The induction programme for
Richard Howes has similarly been tailored to his experience and is
currently underway.

ETHNICITY

B Cussdethe |2 ©, B Female
n UK Yalo

Policy target
Atleast 50% of the Board with a birthplace
or background autside of the UK

Policy target

Policy target by 2025

At least 40% of the Board to be female

Policy target: 1

% B Current roorpos Hon

Policy target
At least one Director from a historically under-
represented ethnic group

At{east one of the Chairman, Senior Independent
Director, Chief Executive Officer or Chief
Financial Officer position will be held by

afemale

Current composition

Female Chief Financial Officar

Carrectas at 16 September 2022
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Information and training

The Board recognises the importarice of ongoing training and
our Directors are given the opportunity to update their skills and
experience on a regular basis. Any individual development needs
are giscussed with the Directors at the annual performance
evaluation. In order for the Directors to remain aware of business
priorities and external developments, the Board is provided with
formal reports and updates from the divisions, functional leaders
and external advisers on a regular basis.

Further to the sale of Smiths Medical to ICU, in which the Group
holds a 10% stake, Bill Seeger was provided with specific training
in connection with his duties as a US Company Director and
potential conflicts of interest between ICU and Smiths.

In order to operate effectively our Directors must receive accurate,
timely and high-gquality information. The Company Secretary

and his team assist the Chairman and Chief Executive Officer in
ensuring effective information flows and that the Board is provided
with ali relevant information to enable the Directers to discharge
their responsibilities.

Independence and ohjectivity

The Board keeps the independence of the Non-executive Directors
under continueus review. In July 2022, the Committee reviewed the
guidance contained in the Code and assessed the performance and
independence of each of the Non-executive Directors. it concluded
that each of them contributed effectively to the operation of the
Board and that they should all be considered as independent.

Tanya Fratto was appointed as a Director on 1 July 2012 and as she
had served on the Board for more than nine years a particularly
rigorous review of her performance was undertaken. The Board
concluded that she contributed to constructive challenge and
debate at meetings and that she continues to demaonstrate the
qualities of objectivity and independence. It is anticipated that
Tanya Fratto will step down from the Board at the 2022 AGM.
Having served on the Board for more than six years, Bill Seeger
and Mark Seligrman's centinued objectivity and independence were
also subject to rigorous review. |t was agreed that they continue to
be independent and objective. Having served on the Board for more
than six years, the Board alsc considered and confirmed that Sir
George Buckley continues to be objective,
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Conflicts of Interest

All of our Directors must avord situations where they have a direct
or indirect interest that conflicts, or may possibly conflict, with the
best interests of Smiths. The Board has the authority to authorise
conflicts and potential conflicts in accordance with our Articles of
Association and the Companies Act 2006 {Act), and Board approval
must be granted before a Director accepts a new external
appointment, whether it amounts to a conflict or not. The Cempany
Secretary maintains a Register of Conflicts which is reviewed by
the Directors at least twice a year, and the Board retains the power
to vary or terminate any authorisation previously provided.

Director election and re-election

Each year Smiths Directors are subject to election or re-

election by shareholders at our Annual General Meeting {AGM).
Our Chairman, on behalf of the Board, has confirmed that each
Non-executive Director standing for re-election at this year's

AGM continues to be an effective member of the Board, and has
demonstrated the commitment required. The Senier Independent
Director has confirmed that the Chairman continues to be effective
and supports his re-election to the Board at the AGM. The rules
regarding the appointment and replacement of Directors are
determined by our Articles of Association and the Act. The Articles
of Assaciation can be found on curwebsite and can only be
amended by a special resolution of shareholders.
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AUDIT, RISK AND INTERNAL CONTROL

Chairman’s statement

I am pleased to present the Committee’s report for
FY2022. The Committee fulfits an important oversight role,
monitoring the integrity of the Group’s financial reporting
and the effectiveness of its system of internal control and
risk management framework.

The membership of the Committee has recently changed.

We welcomed Richard Howes to the Committee foliowing his
appointment to the Board on 1 September 2027 Tanya Fratto will
be stepping down from the Board and therefore the Committee
after the AGM in November. | would like to commend Tanya's
membership over many years.

The Committee met four times during the year. Each meeting
agenda included a range of topics across the Committee's areas of
responsibility, including:

- Consideration of financial reporting matters at each meeting.

At the March meeting the Committee reviewed the half-year
results announcement and at the September meeting we
reviewed the Annual Report and accompanying materials, prior
to the release of the Group's results. Our work included reviewing
the material judgements and issues, including the treatment of
the sale of Smiths Medical and the discontinuation of the Group's
operations In Russia, the results of impairment testing and the
going concern and long-term viability assessments.

- We performed deep-dive reviews on our principal risks
including supply chain, product quality, customers and
contractual obligations. Divisional Presidents and their teams
attended Committee meetings on a rotational basis and
presented their risk registers and principal risk deep-dives.
This allowed the Committee to gain an understanding of the
culture and risks present throughout the organisation.

- Our Finance Excellence Programrme, particularly in relation
to internat contrals, continues to be a focus for the Committee
and we are menitoring potential develepments in relation ta the
audit and governance reforms, as well as how we might respond
to changes in regulation.

- Behaving ethically and with integrity is a fundamental part of our
Values. The Senior Vice President and General Ceunsel, Ethics
ang Compliance attended our March and September Committee
meetings and provided updates on eur Ethics and Compliance
{E&C) programme. Our E&C programme focuses on higher risk
and critical areas such as bribery and corruption, human rights,
internaticnal trade and privacy/data protection. We receive
areport on data compiled from ‘Speak Out’, our confidential
reporting hotline, and any material investigations.
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Our external auditor, KPMG, continues to provide rebust challenge
to management and provides Its Independent view to the
Cormmittee on specific financial reporting judgements and the
contral environment.

I'd like to thank my colleagues on the Committee for their
contribution during the year and | look forward to continuing our
work in FY2023.

Mark Seligman
CHAIRMAN OF THE AUDIT & RISK COMMITTEE

Committee membership and meetings

All members of the Committes are independent Non-executive
Directors and collectively have recent and relevant financial,
accounting and sector experience. Committee member biographies
and attendance at meetings during the year can be found on

pages 58, 5% and 63. The Board considers that Mark Seligman

has the recent and relevant financial experience required to chair
the Committee.

At the invitation of the Chairman of the Committee, and in order to
matintain effective communications, the Chairman, Chief Executive
Officer and Chief Financial Officer and an audit partner of KPMG
attended all meetings. Other regular attendees included the
Group Financial Controller, the Director of Internal Audit, Senicr
Vice President and General Counsel, Ethics and Compliance, the
Company Secretary and Deputy Secretary. Divisional Presidents,
the Vice President Finance Excellence and senior management
were also invited to attend as appropriate. PwC, as the auditor of
Smiths Medical, also attended one Committee meeting. At the
conclusion of mestings, KPMG and the Director of Internal Audit
were each given the opportunity to discuss matters with the
Committee without executive management being present.

The heads of Internal Audit and Ethics and Compliance, tegether
with KPMG, have direct access to the Committee should they wish
to raise any concerns outside formal Committee meetings.

The Committee works to a structured pregramme of activities and
meetings to coincide with key events around our financial calendar
and, on behalf of the Board, to provide oversight of the Group's

risk management and internal control process. The Chairman of
the Committee reports formally to the Board on the Committee’s
activities after each meeting.

Committee performance evaluation

Through the annual Board evaluation process, see pages 64

and 65, the Board has again confirmed the effectiveness of this
Cemmittee in its role of supporting the Board in compliance with
its duties.
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Committee activities

Financial and narrative reporting

The Committee reviewed the full and half yearly results
announcements, the Annual Report and the viability and going
concern statermnents before recommending them to the Board
for approval.

The Group has internal control and risk management
arrangements in place to support the financial reperting

process which provide reasonable assurance that the financial
statements are prepared in accordance with applicable standards.
These arrangements included seeking divisional confirmation that
the reported information gives a true and fair view of the results
for the period and ensuring that record keeping allows an accurate
and fair reflection of transactions. More information on risk
management and internal controls can be found on page 73.

An important responsibility of the Committee is to review and
agree the most significant management accounting estimates
and judgements which impact the financial statements. The key
areas of jJudgement in the year are set out on pages 71 and 72.
After receiving reports on the significant estimates and areas

of judgement and after discussion with KPMG, the Committee
agreed that the judgements made were appropriate and correctly
reflected and presented in the Annual Report.

Fair, balanced and understandable

The Committee applied the same due diligence appreach adopted
in previous years in order to assess whether the Annual Report is
fair, balanced and understandable, one of the key UK Corporate
Governance Code requirements. This included being updated

on the internal verification process carried out te support the
Committee’s assessment of the disclosures made in the Annual
Report. The Cornmittee also reviewed various materials on

risk management and internal controls, geing concern and

the assessment of the Group’s long-term wviability. In doing so

it considered:

- the accuracy, integrity and consistency of the messages
conveyed in the Annual Report;

- the appropriateness of the level of detail in the
narrative reporting;

- the correlation between Judgements, estimation of uncertainties
and issues and the associated disclosures; and

- the explanations of the differences between statutory and
headline reperted results.

Taking the above into account, together with the views expressed
by KPMG, the Committee recommended, and in turn the Board
cenfirmed, that the 2022 Annual Repert, taken as a whole, is
fair, balanced and understandable and provides the necessary
information for shareholders to assess the Cempany's position,
performance, business mode! and strategy.

External audit

The Committee places great importance on the quality,
effectiveness and independence of the external audit process.
Following a tender process KPMG was appointed as the
Company's external auditor at the 2019 Annual General Meeting.
Michael Maloney. the KPMG audit partner responsible for the
Company's audit since 2019 will retire following the completion
of the FY2027 audit. Further to an extensive selection process
averseen by the Chairrnan of the Comrmuttee, Michael Barradell
witl be appointed as the lead engagement partner for the next
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financial year. His tenure will be limited to five years in line with audit
standards and due to KPMG partner rotation palicies.

The Cormmittee confirms that the Company has complied with
the provisions of the Statutory Audit Services Order 2014 relating
to the UK audit market for large companes throughout the year
under review and as at the date of this report.

Scope of the external audit plan and fee proposal

At its November 2021 mieeting the Committee reviewed and
approved KPMG's proposed audit plan. The fee for the FYZ022
audit was agreed in July 2022. The Committee continued {o
monitor KPMG's execution of the 2022 audit plan during the year.

Smiths Medical

Due to PwC's understanding of Smiths Medical’s financial
reporting and internal control envirenment and the work necessary
to support the separation of that business, PwC continued to act

as the auditor far Smmiths Medical until the sale of the business on

6 January 2022. PwC provided an update to the Committee at its
September 2021 meeting.

Independence and objectivity

The Committee is responsible for the implernentation and
monitoring of the Group's policies on external audit, which

are designed to maintain the objectivity and safeguard the
independence of the external auditor. These policies are reviewed
annually. They cover the engagement of the externat auditor for
non-audit services and the appaintment by the Group of former
employees of the external auditor.

In addition to monitoring compliance with Group policies, the
Committee’s review of KPMG's independence included examining
written confirmation from KPMG that they remained independent
and objective within the context of applicable professional
standards and considering the performance of the audit
engagement partner.

Non-audit services

Notwithstanding developing practice being adopted by audit firms
not to provide non-audit services to audit clients, the Cornmittee
recognises that certain permissible non-audit services can be
completed more efficiently by, and be purchased more cost-
effectively from, the incumnbent auditor due to the audit firm's
existing knowledge of the Group and its systems. Under the poticy
approved by the Committee, it has delegated its responsibility for
authorising the purchase of non-audit services from the external
auditor to the Chairman of the Committee and/or the Chief
Financial Officer within spacific limits.

Details of the fees paid to KPMG for the year ended 31 July

2022 can be found in note 2 of the financial statements on page
120. Non-audit fees as a percentage of audit fees totalled 11%
(FY2021: 13%). Non-audit fees comprise audit related assurance
services and feas in connection with the sale of Smiths Medical.

The Group would not expect in the ordinary course of business for
non-audit fees to exceed 20% of the average of the previous three
years total Group audit fees unless exceptional circumstances
existed. The Committee confirms that the non-audit work
performed by KPMG, which included work in preparation for

the separation of Smiths Medical during the year, was properly
assessed and authorsed inaccordance with the Group's policy.
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SIGNIFICANT FINANCIAL REPORTING MATTERS

The key areas of judgement for FY2022 are as follows:
Areas of focus Actions taken

MEDICAL DISPOSAL ACCOUNTING

On 6 January 2022, the Group completed the The Committee considered the constituent elements of the separation expenses
sale of Smiths Medical to ICU Medical, Inc. (ICU). included within the net gain on sale of Smiths Medical and reviewed the

As part of the sale the Group has incurred and appropriateness of the provisions made relating to the sale and the transiticn
pravided for separation expenses, that arise from services being provided by Smiths Group to Smiths Medical.

contractual and commercial obligations due to
the separation, and has retained a 10% holding in
ICU and received $100m of deferred contingent

The Committee reviewed the financial reporting treatment and the basis for
determining the fair value of the deferred contingent consideration, which

: ; ‘ has been classified as a financial asset at fair value through profit and loss.
consideration. the values of which are dependent g0 31 5,1, 2022 ICU share price of circa $177 (6 January 2022: $231) was 23%
un the ICU share price. down from when the sale completed. This reduction in share price has resulted
in Smiths recagnising fair value losses through the Income Statement and Other
Comprehensive Income. See notes 14 and 27 of the financial statements.

Smiths Detection and Smiths Interconnect have The Committee reviewed management’s revenue recoghition judgements.
multi-year contractual arrangements for the sale The Committee noted that the timing of revenue recognition involves judgements
of goods and services. Estimates are required as to when control of an asset passes to the customer or, particularly in Smiths
at the Balance Sheet date when determining Detection and Smiths Interconnect, as to the stage of completion of contract

the stage of completion of contracts for activity and whether the separate performance obligations have been fulfilled.
revenue recognition. The Committee reviewed and concurred with management’s conclusions on

the significant judgerments for complex programmes and contract accounting.
See note 1 of the financial statements.

TAXATION
The Group has extensive international operstions The azsets and liabilities recognised in income and deferred tax, as well as the
and in the normal course of business the treatment of losses in the UK, were assessed. Particular focus was given to the
Directors make judgements and estimates in recognition of UK deferred tax assets; deferred tax assets relating to the John
relation to potential tax exposures. Crane, Inc. asbestos provision; and the Titeflex Corporaticn CSST provision.

The Committee noted the ongeing tax audits that are likely te conclude in

the next 12 to 24 months, and the uncertainty asscciated with their outcome.
The Committee noted that the final cutcome may vary significantly from the
amounts currently provided for tax risks. See note 6 of the financial statements.

IMPAIRMENT - INTANGIBLE ASSETS {INCLUDING GOODWILL) AND RUSSIA

The Group holds a significant amount of gocdwill, The intangible assets and the assumptions used to justify their carrying values
especially in relation to the Smiths Detection cash were reviewed, including the applicable discount rate used for impairment
generating unit {CGU). testing purposes.

Smiths Detection was the Group's only CGU where the impairment headrocm was
mare limited for FY2022 and where a plausible downside scenario or a reasonable
change in key assumptions could cause the carrying value of the CGU ta exceed
its recoverable value. Smiths Detection’s limited impairment headroom s driven
by a lower starting point from the FY2022 cutturn, reflecting a difficult market
subsequent to COVID-19 that has impacted its aviation security customers, an
increased discount rate driven by the macroeconomic hurdles in FY2022 and the
impact of temporary supply chain issues. Earnings growth within the impairment
modelis from the lower FY2022 base positon and the CGU recoverable amount
exceeded its carrying value - therefore no impairment was necessary. The
Committee has reviewed the additional disclosures made around this impairment
review. See note 11 of the financial statements.

As announced with the HY2022 interim results, the Group suspended sales inte
Russia. The Committee agreed with the Russia impairment charge and related

wind down costs. The Committee has also agreed that these items are material
in quantum and should be separately disclosed through the non-headline items
within the income statement. See note 3 of the financial staternents.
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Areas of focus Actions taken

PROVISIONS FOR LIABILITIES AND CHARGES

The Group holds significant material provisions The Committee considered the appropriateness of the tevel of the provisions
for John Crane, Inc. asbestos resolution; and the held against John Crane, Inc. ashestos litigation and the Titeflex Corporation
Titeflex Corporation CSST product claims. CSST claims. in particular, the Committee considered the treatment of

potential liabilities, the changes to the assumptions made in calculating

the provisions, sensitivities to changes in assumptions and advice received

from the Group’s specialist external advisers. The Committee agreed the
continued appropnateness of the ten-year time pericd for John Crane, Inc.
ashestos litigation. In the case of the John Crane, Inc. asbestos litigation, the
Committee also agreed with the judgement that, whilst large numbers of claims
are made against John Crane, Inc. and other defendants every year, due to both
known and as yet unknown developments in the US legal system and other events
that will impact the asbestos legal environment, a sufficiently reliable estimate
cannot be made to cover the full period over which it is expected that costs will
be incurred. In both these cases, it was determined that the assumptions fairly
refiect the position. See note 23 of the financial statements.

POST-RET!REMENT BENEFITS

The Group has material pension plan assets The Committee reviewed the financial reporting treatment for the final T| Group
and liabilities and there is a high degree of Pension Scheme (TIGPS) bulk annuity buy-in. This buy-in has been secured with
estimation uncertainty. a commitment to fully buy-out the Scheme over the next few years so has heen

accounted for as a settlement, with the resulting settlement loss and past service
cost shawn in the Group's inceme statement in FY2022. A surplus restriction has
been applied to the remaining Scheme assets to bring the net surplus to zero.

The Committee has also reviewed and agreed the methods, assumptions and
benchmarks used by the actuaries to calculate the position of the UK and US
schemes at 31 July 2022, which have continued to show a net accounting surplus
position which has been reduced by £219m in FY2022.

The Cornmittee agreed the treatment and the corresponding disclosures on these
matters. See note 8 of the financial statements.

PRESENTATION OF HEADLINE PROFITS AND ORGANIC GROWTH

The Group presents headline profits and organic The Committee considered the policy, presentation and judgements in relation
growth measures which require adjustment to to the Group's performance, in particular the separation of headline and non-
IFRS required data. This is a material judgement headline itemns. This included the consideration of which items related to the
and requires a consistent application of the Group's ongoing trading activity cr those which should be recorded as non-
Group's accounting policy on this topic. headline.

The Committee reviewed the appropriate level of disclosure for the impairment
charge recognised in FY2022 against the Group's Russian businesses and related
wind down costs. The Committee agreed that the combined impairment charge
required separate presentation as a non-headline item.

In addition, the Committee also considered these judgements in connection
with items to be reflected or adjusted in organic performance. See note 3 of the
financial staterments,
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Effectiveness of the external audit

The Committee continually assessed the etfectiveness of the
external auditor during the year, including its independence,
objectivity, appropriate mmndset and professivnal sceplicism.
The Committee considered:

- the conclusion of the FY2021 audit process

~ the review of audit plans

- centent, insight and value of KPMG's reports

~ robusiness and perceptiveness of KPMG in handling of key
accounting and audit judgements

- management’s responses to any audit findings

- discussions with management {both with and without the
external auditer present) and with the external auditer
{both with and without management present)

- the findings of the FRC's 2022 Audit Quality Inspection Report
with KPMG to understand the activities being undertaken to
address the findings and KPMG's position regarding the vanous
areas of audit reform which are currently under review

As FY2022 was KPMG's third year as the Group's external auditer,
the Committee paid particular attention to ensuring that it was
satisfied that the Cammittee’s and management's feedback from
previeus effectiveness reviews had been adequately addressed.,
This included the close out of previously discussed audit matters.
in addition it also considered other statutory reporting, audit
planning and scope deliverables, and that KPMG had continued to
devote sufficient time and rescurces to understand and assess the
business, its key risks and controls.

Prior to the sale of Smiths Medical. the Smiths Medical business
continued to be audited by PwC. The Committee also considered
the effectiveness of the process whereby KPMG was able to
achieve comfort from PwC on its work for that division in respect
of the FYZ021 financial statements.

After taking into account the factors abave and its general
interaction with KPMG throughout the period, the Committee
was satisfied that the audit was effective. The Committee
therefore agreed that it was appropriate to recommend to the
Board that the reappointment of KPMG as the Company's auditor
for a further year be proposed to shareholders at the 2022 AGM.
Afurther review of the FY2022 audit will be conducted ahead

of the FY2023 half year results.

Risk management and internal control

The Board is responsible for ensuring that sound risk
management and internal control systems are in place.

The Executive Committee is responsible for designing the risk
management and internal control systerns and ensuring they are
effectively deployed throughout the Group. The internal control
system i a framewaork tc manage risks and monitor compliance
with procedures. It is designed to meet the Group’s particular
needs and the risks to which it Is exposed. However, it can provide
only reascnable, not absolute, assurance against material loss to
the Group or material misstatement in the financial statements.
More detail can be found on pages 46 te 53.
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Effectiveness of the Group’s risk management

and internal controls

In FY2022, the Committee, on behalf of the Board and with the
assistance ot the Internal Audit function, monitored, reviewed and
assessed the effectiveness of the Group’s risk management and
internal control systems in the context of the Group's strategy,
business model and risk appetite.

Deep-dives were carried out during the year on the following
principal risks. The principal risks have since been updated as
detailed on page 47:

- Product guality - John Crane, Smiths Detection and Flex-Tek
- Customers - Smiths Detection and Smiths Interconnect

- Supply chain - John Crane and Flex-Tek

- Contractual obligations

Consideration of the risk registers alongside the principal

risk deep-dives and other thematic risk areas enables the
Committee and full Board to understand the culture, risks and
opportunities and assurance processes throughout the business
and the potentiat impact on the Group. No significant failings

or weaknesses were identified.

The Committee were also provided with updates in relation to the
Finance Excellence Pregramme particularly in relation to projects
te improve and standardise finance activity across the Group

and ongoing activity to improve general IT controls. They also
menitored the potentiat development of audit and governance
reforms and how the business might respond to changes

in regulation.

Principal risks update

The Committee carried out a robust assessment of the principal
risks facing the Group, including those that would threaten its
business model, future performance, solvency and liguidity.

We have refreshed the FY2022 principal risks to reflect the critical
risks facing the business and the following changes were made:

- Growth and ESG have been added as principal risks

- Group portfolic nisk has been removed with the carnpletion of
the sale of Smiths Medical

- A number of risks, including COVID-19 and Integrated supply
chain, have been combined into a Business continuity risk

- Ethical breach and Contractual obligations have merged intc a
Legal and compliance risk

- Customers and markets risks have merged into a
Commercial risk

Adescription of the principal risks facing the Group and how these
were reviewed o assess the Group's viability can he found on
pages 47 to b3.
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Internal Audit Ethics and compliance
Internal Audit is independent of the business and so has no During the year, the Committee reviewed the Ethics and
responsibility for operational business management. This ensures  Cempliance annual work programme and previded oversight of
the integrity and objectivity of its annual Audit Plan, which is investigations into allegations of non-compliance with the Code of
approved by the Committee, The authority of the Internal Audit Business Ethics. This included matters raised through the Group's
function is derived from the Committee. The Director of Internal ethics reporting procedures including the Group's "Speak- Out’
Auditis accountable to the Board through the Committee hotline which allows fer anonymous reporting. Smiths ‘Speak
Chairman, althcugh administratively the Director of Internal Audit Out’ hotline comprises a number of different channels (including
reports to the Chief Financial Officer. call centres operated by an independent third party across the

Group's global operations) for employees and other stakehalders

In order to carry out the responsibilities, as set out in a charter
to report concerns.

approved by the Committee, the Internal Audit function has:
During the year there were no matters raised that required

the Committee’s direct intervention ar investigations which
resulted in a material loss to the Group or a detrimental impact
on our customers or suppliers. The Committee receives regular
reports on the total nurmber and nature of cases by region, the
ratio of anonymous vs attributed ethics reports, and the ratio

- {ull and unrestricted access to all records, property
and perscnnel;
- independent access to the Committee Chairman and members
of the Committee;
the right to request meetings with the Committee; and

- the authority and obligation to report significant findings of substantiated vs unsubstantiated cases. The anonymous

or other concerns to the Committee. vs attributed metric 15 used ta monitor trust in the Group's
During the period, the Committee received progress reports reporting system. Accordingly, the Committee considered that
on the execution of the FY2022 Internal Audit Plan and discussed the Group’s processes and arrangements for employees to report
any high priority control enhancement opportunities and concerns, ncluding anonymously and without retaliation, about
action plans to address these. The Committee also approved any improprieties and the arrangements for any subsequent
the FY2023 Internal Audit Plan, including the proposed audit investigation as necessary, were both appropriate and effective.

scope, approach, coverage and budget including the allocation

During the year, the Commuttea provided oversight of a number
of resources.

of areas targeted by the Ethics and Compliance work programme.

The Committee oversees the performance of the Internal Mare information on the Group’'s approach te Ethics and

Audit function through the Director of (nternal Audi’'s Compliance can be found on page 34 and in the Sustainability at
attendance at Committee meetings, review of work presented Smiths report found on aur website.

throughout the course of the year, and a review of agreed .

KPIs which are reported to the Committee at each Committee Assessment of internal control and

meeting. The Commuttee also considered the results of an risk management arrangements

anonymous survey circulated to the Audit & Risk Committee, The Committes was satisfied that the Group's processes
senior management and the Group's external auditor on the governing financial reporting and controls, its culture, ethical
performance of the function during the year. Overall, Internal standards and its relationships with stakeholders continued
Audits seen as a valued assurance function throughout to be effective.

the Group. It 1s appropriately resourced and conforms with

industry standards in its approach. The Committee was also satisfied with the appropriateness

and adequacy of the Group's risk management arrangements,

In accardance with the International Standards for the internal control framework and three lines of defence model.
Professional Practice of Internal Auditing, the assessment

of the internal Audit function is required to be carried out by
an independent third party at least every five years. The last
independent third-party assessment was carried cut in 2018.
The next independent third-party assessment will take place
during FY2023.
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Our objectives are to create clear alignment between
remuneration and sustainable, long-term stakeholder
interests. We take account of shareholder views and ensure
that perfermance supports the delivery of business strategy
through targeting our key performance indicators (KPls).

Chairman’s statement

[ am pleased to present the Remuneration Report for the year
to 31 July 2022, This will be my fourth year as Chairman of the
Committee. In this time we have adapted our Policy to align
with stakehalder expectations and guidelines whilst ensuring
it supports business strategy. We have also been mindful of
unprecedented sociopolitical pressures.

The Directors’ Remuneration Policy was approved at the AGM
on 17 Novermber 2021. The Directors’ Remuneration Report for
FY2022 will be put to an advisory shareholder vote at the 2022
AGM on 16 Novernber 2022. | look forward to your continued
support at the upcoming AGM.

Remuneration & People Committee

Luring FY2022 we took the impartant step of expanding the
responsibilities of the Committee to include overseeing the
implementation of the People strategy and, as necessary, make
recommendations to the Board regarding changes to or approval
of the strategy.

The broader Remuneration & People Committee now oversees
the process for the Group's talent strategy and the development

of a diverse pipeline of succession below senior manragement.
Responsibility extends to the Group's diversity, equity and inclusion
strategy and approach to workforce engagement including
reviewing the results of the employee engagement survey and the
related action plans.

There is a programme of Board engagement activities to enable
the Nan-Executive Directors to have regular dialogue with
colleagues across the Group to inform their view of employee
engagement and ensure well-being policies and programmes
are effective,

The Committee remains responsible for the Group's overall
remuneratian strategy, overseeing the Group's Remuneration
Paolicy for Directors and senior management. The Committee
seeks to achieve a strategy that attracts, motivates and retains
executive management of the quality required to run the Group
successfully. The strategy promotes the long-term success of
Smiths, while reflecting the views of all stakeholders.
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Business context for FYZ2022

We have made good pregress this year with a renewed focus

on technelogy and new product development. Following the
successful sale ot Smiths Medical, we have an ambitious growth
strategy which will amplify Smiths post the Medical sale. Our
Remuneration Policy is strongly aligned to the priorities in the
Smiths Value Engine and our AlP and LTIP metrics for FY2023
outlined later in this statement are designed to support this.

We have not been immune to the macroeconomic challenges
including the COVID-19 pandemic, but we have shown resilience
in the face of these challenges and continue to be agile to maintain
the perfermance of the business and support our people and
communities. Organic revenue growth has been ahead of
expeclations and we have delivered five consecutive quarters

of growth. This has been supported by stronger execution and
operational resilience. Inspiring and empowering our pecple has
been animportant element of building this momentum.

Shareholder consultation

We are conscious of the competitive global environment for
executive talent. During the year, we reached out to major
sharehelders to discuss their views on the intreduction of an
additional share plan designed to reward superior performance
over a five-year period, in line with the strategy announced at
the Capital Markets Event in November 2021, Feedback from
shareholders was that they were sympathetic to this ohjective
but preferred the simplicity of delivery within the parameters of
the current Remuneration Policy. We were delighted to have the
opportunity to taik and would like to thank shareholders for the
feedback provided.

Board changes

in April 2022 we announced the appointment of Clare Scherrer as
Chief Financial Officer, alongside & number of executive leadership
appointments, continuing the good progress made over recent
years in positioning the Company for the future. Clare was
appointed on a salary of £553,750, which will be next reviewed

in October 2023, and a pension allowance in line with the rate
available to the wider UK workforce. Her incentive arrangements
and benefits entitlernent are in line with the Remuneration Policy.

A summary of the remuneration for the outgoing Chief Financial
Officer is provided on page 82.

Implementation for FY2023

The Board is conscious of the challenging impact of current
inflationary pressures on our colleagues and this is reflected in the
management decision te focus more of the salary increase budget
on those sectors of the workforce which are more significantly
affected. Paul Keel's salary has been increased by 2.5% and is
effective from 1 October 2022. The increase is in line with senior
management and is below the increment for the wider workforce.
Clare Scherrer's salary will remain unchanged for FY2023.

We continue to assess and evolve how our susiainability strategy
should be reflected within our remuneration framework.
Following careful consideration by the Committee, we will be
introducing new objectives within the Annual Incentive Plan (AlF)
for F¥2023, aligned to cur strategy and the commitments made at
the November 2021 Capital Markets event.
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For the FY2023 AIP, we will intreduce two new performance
metrics based on reductions in energy usage across the business
and revenue from pew product programmes, including our
sustainable products. The new measures will each have a
weighting of 10%. This builds on the quantifiable and measurable
Scope T and 2 Greenhouse gas reduction metrics incorporated

in our Long-Term Incentive Plan [LTIP), driving achievernent

of our commitment to Net Zero emissions from cperations by
2040. There will no longer be a persaonal objactives metric in AIP,
reinforcing the focus on team performance.

Other activities of the Committee In FY2022

In addition to those highlighted elsewhere in this statement, the
Committee has also undertaken the following activities in FY2022

- Reviewed business plans and perfermance o assess their
potentral impact on existing and future incentive arrangements

- Reviewed remuneration of the wider workforce and retated
policies to ensure internal alignment of reward

- Approved FY2023 salary increases for the Executive Cormnmittee
considering available budget, individual performance rating and
pasition in salary range

- Reviewed the Commitiee’s perforrmance and Terms of Reference

- Approved the Remuneration Report for inclusion in the
Annual Report

- Approved the service contracts of the Executive Directors

Committee membership and meetings

The membership of the Committee and their meeting attendance
during the year is set out on pages 58, 59 and 60 of this report.

{ had served on a remuneration comimittee for at least 12 months
prior to my appointment as Remuneration Commitiee Chairman.

Sir George Buckley is absent when his own remuneration as
Chairman of the Board is under consideration.

The Chief Executive attends mestings of the Committee by
invitation but he is not involved in the determination of his own
remuneration, or present during consideration of any changes
to it.
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Commitiee performance evaluation

The annual evaluation of the Committee was conducted as part

of the internally facilitated evaluation process of the Board and

its Committees. The findings relating to the Committee were
discussed with me. More information can be found on page 64.
Overall, the Committes is viewed as effective and performing well
and is rigarous in discharging its responsibilities.

There were three scheduled Committee meetings held during the
year and one special meeting.

Looking forward

The Committee will continue its focus on all stakeholder groups
and the wider workforce when discussing executive pay strategy.
It will also consider the broader impact of non-financial measures
such as Smiths Leadership Behaviours and how these should be
reflected in remuneration decisions. 'n particular the Committee
will seek to assess how the macroecancmic environment is
impacting the market for global talent and the search for talent
will continue to be a priority as we grow.

Bill Seeger
CHAIRMAN OF THE REMUNERATION & PEOPLE COMMITTEE
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EXECUTIVE REMUNERATION AT A GLANCE

Base salary Pension and benefits

Paul Keel received: - Pensions contributions of 12% of base salary for Paul Keel
and Clare Scherrer, in tine with the rate available to the wider

-E 8 7 5 O O O UK workforce. John Shipsey received contributions of 20.5%
J - Benefits included healthcare, insurance, car benefit and
relocation benefits for the CEC.
Clare Scherrer received:

£140,967
John Shipsey (former CFO) received:

£091,496

Annual bonus (AIP) Long term incentive (LTIP)

Total bonus payout {% of maximum): Total vesting (% of maximum):

Paul Keel: Clare Scherrer: John Shipsey: Paul Keel: Clare Scherrer: John Shipsey:

38.8% 38.8% 37.8% fJN/A N/A 14.17%

Threshold Maximum Achievernent Threshold Maximum
{25% payout} (100% payout) (25% payaut] [100% payout)

Operating profit - £L54m Organic revenue 0.6%

o) £459m £502m

Organic revenue [ EENEE «:s::m

o,
growth (30%) £2.786m £2,926m

Headtine operating cash conversion {20%)

H1 110% .

20%

FY {(10%) 131%
5% 115%

Personal objectives _ [

[AES
(0%} 0% 10%

* Personal ebjectives outturn far John Shipsey was 8% of maximum

growth (30%)

Group EPS growth 4 gop,
after tax (25%)

Average ROCE 13.7%
{20%) ’

Average heaciine
operating cash
conversion {26%)

Tatal

3%

4% p.a.

15% p.a.

6%

M pa.

18%p.a.

I -

20%

Clare Scherrer

[
John Shigsey I

£0 £300

John Shipsey

. Salary . Pensicn and benefits. . Annual bonus
Paul Keet Clare Scherrer

Salary 875 141 551

Pension and benefits 279 24 13%

Annual banus 478 1 344

Long term incentives - - 223

£1,000

. Long term incenlives
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Base salary Pension Benefits

Paul Keel: Paul Keel: Benefits package consisting of

£896,875 2%  Smm

{2.5% increase) of base salary

Clare Scherrer: Clare Scherrer: Benefits package consisting
0 of healthcare, insurance and

E 5 53 . 7 5 D 1 2 /O car allowance.

{0% increase} of base salary

UK wider workforce increases of 3.0%.

Annual bonus (maximum opportunity) Long term incentives (LTIP)

Paul Keel: Clare Scherrer:

200% 169%

of base salary of base salary

Paul Keel: Clare Scherrer:

189,900 91,342

number of shares number of shares

Threshold Maximurm
Performance measure (3 year) Weighting (25% vesting) (full vesting)

EPS growth alter tax 20% 6% 1%
Revenue growth 30% 3.5% £.5%
Free cash-flow 20% 45% 55%
Average ROCE 15% 146% 17%
Reduction inGHG 15% 15% 20%

Performance measure Weighting
Gperating Profit 30%
Reverue 30%
Heagtine Operating Cask Conversion 20%
New Product Commerciglisation 10%

Energy Efficiency 10%

- 33% of annual bonus deferred into shares for three years.

- Specaific targets are considered to be commercially sensitive
and will be disclosed retrospectively.

- Twao-year post-vesting holding period applies.
- The same fixed number of shares as in 2021 will be granted to
Paul Keel in October 2022, per the Policy.

Clare Scherrer’s award will be in line with her cantract of
employment tvalue of 250% of salary).

PEQOPLE GROWTH EXECUTION
2 ) 4 5

. Streng execution to 1. Operationat
maximise underlying
markat expanston

OPERATING PROFIT
R OWTH

2.Financial

3. Functional

[

- Improved product

OPERATING CASH CONVERSION T develooment 4 Sustainable Smiths
NEW PRODUCT COMMERCIALISATION /S a 300 COMMEFCIBSAGT  Leqp p
" NP " T h T v - oo 3 Bulld"\g aut
ENERGYEFFICIENCY 4 priofity adjacencies 1. Safety anc wellbe ng
Long Term Incentive Plan {LTIP) L Disciptined M&A Z-Inspire and empower talert
.EPS Gma; —_—— 7— —_— 7/* — 5. Sustainable Sm ths 3. Duversity, Equity, Inglusion
EPS GROWT ERTAX T A 4 Commumilies

SO S
FREECASH FLUW [ e T T e / ----- e e N 5 Sustzinable Smuths
AVERAGEROCE /S {

REDUCTION N GHGEMISSIONS

Shareholding requirements

~ Executive Directors should build a minimum shareholding equivalent to the annual fixed number of shares awarded under the LTIP
within five years and are reguired to hold shares equivalent to their full in-emplayment shareholding guideline, or actual holding if
lower, for two years post-employment,
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Alignment with the UK Corporate Governance Code

i he table below details how the Committee addresses the tactors set out within Prevision 40 of the UK Corparate Governance Code:

Clarity - The Committee welcomes transparency and regular engagement with shareholders with regard to executive remuneration.
During 2022, the Cormnmittee Chairran has consulted with shareholders to fully understand their views particularly in
relation to share based remuneration

Simplicity - Participants inincentive plans receive annual communications to confirm award levels and performance measures.
Supperting guidance documents and instructionat videos are available online. The Remuneration Policy for Executive
Directors underpins that of the wider workforce and the 2027 Policy review further simplified the arrangements

Risk - The Committee considers the effective management of risk throughout the delivery of incentive plans, applying reasonable
discretion to override formutaic cutcomes if necessary

- The Coemmittee considers that the structure of incentive arrangements does not encourage unnecessary risk taking

- Far Executive Directors, one third of the annual bonus payment is deferred into shares with an additional three years
until vesting

- Robust malus and clawback provisions are in place for incentive plans and are clearly cormmunicated

Predictability - Qur Policy clearly outlines the maximum award levels and vesting outcomes applicable to annual bonus and LTIP. As stated
above under risk’, the Committee has the ability to apply discretion to formulaic outcomes and clear malus and clawback
provisions exist

Proportionality - There is a link between strategic business objectives and performance outcome, as outlined on page 78

- QurPolicy for our incentive plans outlines threshold, target and maximum oppertunity levels, with actual outcomes
dependent on performance achieved against pre-determined measures
- Through the design of the Policy and the discretion of the Committee, poor performance is not rewarded

Alignment to cuiture - Smiths Group Values of passion, integrity, respect, cwnership and custemer focus underpin the design and eperation of

the incentive programmes. The business strategy Is supported by these Values which are widely communicated across

the Company

Consideration of wider workforce

The Committee considers all stakeholder groups when setting executive pay, including our people. The Committee is briefed on
pay arrangements across the business and receives reports on remuneration issues raised by employees through the employee
engagement survey and at divisional and functional town hall meetings.

In September 2021 the Committee Chairman discussed executive pay and sustainable business performance at an employee Q& A
event. A video was circulated in advance, explaining why we have a Remuneration & People Committee, how wider Company pay policies
are aligned with executive pay structures, and how executive pay structures align to our Purpose, Values and culture drive sustainable
business performance for the benefit of all our stakeholders. Employees were encouraged to submit questions in advance, and ask
questiens on the day.

The overall responsibility for workforce engagement rests with the Senior Independent Director while each Non-executive Director has
responsibility for workforce engagement in a specific geographical region and business area. Nine events attended by Non-executive
Directors specifically relating to workforce engagement took place in FY2022, further details of which are outlined on page 40.
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Single figure of annual remuneration (audited)

Executive Directors

Paymentsin
lieu of pansior. Long-term Tatal performance
Salary Beneafits contribution Total fixed Annual bonus ¢ incentives related Total
FY2022 FY2021 FY2022 FY2021 Fy2022 FY2021 FY2022 FY2021 FY2022 FY2021 FY2022 Fy2021 Fy2022 FY2021 FY2022 FY2021
£000 B tago £000 €000 £000 €000 £000 £000 £oo0 £009 £000 €000 £000 ) £000 £000 £000
Paul Keel ' 875 163 183 54 96 0 1,154 227 678 223 - - 678 223 1,832 450
Clare Scherrer 141 - 7 - 17 - 165 - 21 - - - 1 - 256 -
John Shipsey
{former CFO} 551 540 26 M 13 03 690 682 344 567 223 281 567 848 1257 1530

1 Anadvance payment of $87,349 was made to Paul Keel 1n August 2022 far tim to setlle US taxes due an benefits which are also taxable in the UK Upon receipt of the refund relating to this
foraign tax credit on his UK tax return, a full refund will be provided to the Company.

2 Executive Direclors defer 33% of the bonus into Smiths shares. The total bonus paid during the year, including deferral. s captured under Annual Banus above. The deferralis for athree-
year period and s not subject to any further performance or other conditions,

3 The share price appreciation attributable to the FY2022 Long Term Incentive for John Shipsey was 8.0% (£7.663) For FY2021 1twas 11.3% (£20,526). No discretion nas been applied lo the
amounts attributable to share price appreciation.

4 The Long Term Incentive value for FY2021 for John Shipsey has been restated to show the actual amount {rather than the estimated amount in last year's report}and to include dividend
acerual payments of £22.461 whichwas paid on vesting. The total remuneration 1s also restated accordingly. The estimated Long Term Incenlive values for FY2022 are calculated using the
vesting percentage of 15.1% and the average share price over the three months to 29 July 2022 of 1,479p. it also ircludes the dividend accrual payment of £16,7%1 far John Shipsey, payable
onvesting. The average share price for the five days to 29 July 2022 of 1.512p 1s used ta calculate the dividend eguivalent value

Salary
Clare Scherrer was appointed to the Board as Chief Financial Officer on 29 April 2022 with an annual base salary of £353,730. The values
in the single figure table above reflect the remuneration paid from 29 April 2022.

John Shipsey stepped down from the Board as Chief Financial Officer on 2 Aprit 2022 and remained employed by the Group until 31 July
2022 to ensure a smooth transition. The values in the single figure table above reflect the remuneration paid to 31 July 2022,

Benefits

Benefits for Executive Directors include life assurance, disability insurance, private healthcare insurance, car related benefits and
relocation benefits (CEO only).

Pension

Executives may choose either to participate in the Company's defined contribution pension plan or to receive a pension allowance in lieu
thereof. Paul Keel and Clare Scherrer received an allowance in lieu of pension contribution equivalent to 12% of salary during the year.
This is aligned to the rate available 1o the wider UK workforce.

John Shipsey received an allowance in lieu of pension contribution of 20.5% of salary during the year.

FY2022 annuat bonus outcome
The maximum annual borus oppartunities for FY2022 were 200% of salary for Paul Keel, 165% of salary for Clare Scherrer (pro-rated
for time since appointment} and 165% of salary for the former CFO, John Shipsey.

For FY2022, financial metrics made up $0% of the annual bonus, with the final 10% based on performance against personal objectives.
The table below summarises the financial targets and the Company's actual performance (restated at budget exchange rales) against
these for the FY2022 annual bonus.

Performance targets, actual performance and outturn

Measu-e

Weighting

Operating Profit
Revenue Growth
Headline Operating Cash Conversion
H1

f

Total Financial

Personal Objectives

Total

L40%
30%

10%
10%
90%
10%

100%

Threshold

25% payout

£459m
£2.784m

90%
95%

Targel
50% payout

£478m
£2,841Tm

100%
105%

Maximum
100% payout

£502m
£2.926m

110%
115%

Actual Outturn
fabh 12.8%
£2.832 13.8%

93% 3.2%

81% 0.0%

29.8%

0% F.0%

38.8%
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Personal objectives

Challenging personal objectives are set each year for the Executive Directors, to reinforce the Company's operating and strateqgic
priorities. The personal objectives for the Executive Directors for FY2022 comprised a number of strategic long-term enablers, some
of which rernain commercially sensitive, together with short-term projects aligned te innovation, operational excellence and capability
planning. Achievemnents against personal objectives in the year {which have a 10% weighting} are in the table below. During the pracess
of stepping down, the performance of John Shipsey was considered and assessed by the Committee and an overall rating of 80% was
agreed {outturn of 8% of maximum bonus).

Paul Keel

Categary Achievement Outturn

fA‘r Growth Group Strategy Developed and communicated a compeiling enterprise strategy
{including for the Group including extensive investor engagement, a
financials) highlight of which was the November 2021 Capital Markets Event.

Envirenmental, Established a Board-level sustainability focused Committee -
Social & Governance  the Science, Sustainability & Excellence (SSE} Committee and
appointed Chief Sustainability Officer. Oversaw the development and
implementation of a compelling Group-wide sustainability strategy
which was incorporated into incentive compensation programrmes.
Set and communicated envircnmental goals, to support the
delivery of our commitment to Net Zero GHG Emissions from
operations by 2040. Mapped our approach, signing en to the
Science Based Targets Initiative and the UN Race to Zero pledge.

Portfolin Closed the Smiths Medical transaction with an enterprise value
of $2.7bn and an equity value of $2.4bn after adjustments for 44.2/50.0
debt, liabilities and working capital.

{2} Execution Smiths Excellence Developed and deployed a Group-wide SES prograrmme, building
Systern {SES) on the feundations of the SES Academy and embedding lean
methodology. Appointment of Master Black Belts and Black
Belts in all divisions to ensure delivery of results.

Navigated global supply chain headwinds, including impacts
from Ukraine invasion. Delivered productivity and pricing gains to
offset raw material inflation. Managed working capital levels to

support growth.

Operations

Custemer

Improved On Time in Full {O71F) and reduced 23.0/25.0
Cost of Poor Quality (COPQ).

¢y People Tean Key Executive Committee appontments including CFQ, CPO,
CS0, John Crane President and Group SES Director.

Inclusion Established an extended leadership team comprised of the tep
and Diversity 200 leaders, with improved diversity. In addition, the number of
senior leadership positions taken by females is 24%.

Talent Development Developed and launched an assessment, development and
reward prograrmme that ensures all critical leadership roles
have ‘ready now’ successor and talent pipeline is constantly
reviewed and in development.

20.0/100.0

Clare Scherrer (from 29 April 2022)

Achievement

22.8/25.0

Total {9% of maximum bonus opportunity)

Qutturn

Clare has made an excellent start in her first quarter with Smiths including: - Overallrating of

f Growth ) ) 0% was approved
D - Concluding the final buy-in for the £1bn legacy Tl Group Pension Scheme by the Committee
{;/} Execution - Deveioping and deploying strong internal controls A

- Structuring an effective Finance Leadership team with key appointments {pro-ratedfor service]

Qo
G People - Delivering good HZ financiat results and fifth censecutive quarter of growth
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Overatl FY2022 annual bonus outturn
The following table sets out the overall FY2022 bonus outturn for Executive Directors:

Maximum epportunity

<
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Outturn (percentage of manimum)

Paul Keel 200%
Clare Scherrer’ 165%
John Shipsey {former CFO) 165%

38.8%
38.8%
37.8%

1 Clare Scherrer joined the Board as Chief Financial Officer on 29 Apnil. The maximum bonus opportunity of 165% of salary has been pro-rated to reflect the ime since appointment.

The Cormmittee considered the amounts carefully in the context of the Group's performance, individual performance and the current
macroeconomic environment, and determined that the amounts were a fair reflection of performance in the past financial year.

FY2020 long-term incentive ptan outcome

John Shipsey received an award under the LTIP in October 2019, subject to the following performance conditions:

Threshola

Measure B Weighting Performance period ) {25%)

EJEganic sates growth 30% 1 August 2012 to 3%
31 July 2022

Group EPS growth after tax 25% 1 August 2019 to 4% p.a.
31 July 2022

Average ROCE 20% 1 August 201%to 5% p.a.
31 July 2022

Average headline operating cash conversion 25% 1 August 2019 to ?0%

31 July 2022
Total vesting

Maximum

(100%) Actual
6% 04%
1% p.a. 1.8%
8%pa.  137%

105% 96%

Qutturn
(% of vesting)

0.0%

0.0%

0.0%

14.1%

14.1%

No discretion was exercised by the Remuneration & People Comrnittee in respect of the formulaic outcomes under the LTIP. No awards

were due to vest to Paul Keel or Clare Scherrer under this award.

Scheme interests awarded in respect of FY2022 (audited}
Scheme interests awarded are outlined below.

Nurber % vesting at
of shares Award Face va.e threshold Performance
?cheme Form of award Oate of grant awarded price (£a0a) perfarmance periad end date
Paul Keel LTIP  Conditional shares 5 Novernber 2021 189900 1435 2,725 5% 31 July 2026
Paul Keel Deferredbonus  Conditional shares 5 November 2021 5,378 1.435p 7 N/A N/A
John Shipsey LTIP  Conditional shares 5 November 2021 100,150 1.435p 1.437 25% 31 July 2024
John Shipsey  Deferred bonus  Conditional shares 5 Novernber 2027 13,680 1.435p L N/A N/A
No awards were granted to Clare Scherrer in FY2022.
The performance measures for the FY2022 LTIP award are as follows:
“h-gsnold
Measu-e i ) - - : Weighting (25% vesting) Maximum
Three-year EPS growth after tax - 20% i%p.a. 11% p.a.
Three-year organic revenue growth 30% 2%p.a. 6% p.a.
Three-year average free cash-flow (as a percentage of operating profit) 20% 45% 55%
Three-year average return on capital ermnployed 15% 13% 7%
Three-year reduction in greenhouse gas emissions (normalised) 19% 5% 10%
100%

Total



SMITHS GROUP PLCANNUAL REPORT FY2022 0t OYERVIEW 02 STRATEGIC REPORT 03 GOVERNANCE 04 FINANCIAL STATEMENTS 83

Q

REMUNERATION <>

Payments to past Directors (audited)

Andy Reynolds Smith was paid an amount of £876,451 in Lieu of notice for the unserved part of his twelve month notice peried which
ended on 24 May 2022. in addition, the FY2020 LTIP will vest in 2022, pro-rated for service to 31 July 2021, 179,627 shares, pro-rated for
service will vest at 14.1%. This is equivalent to 16,885 shares a with an estimated value of £249,729.

Payments for loss of office (audited)
John Shipsey stepped down frem the Board on 29 April 2022 but remained an empleoyee of the Company on his existing terms of
employment until 31 July 2022.

Mr Shipsey will be paid i Leu of notice for the unserved part of his 12 manth notice pericd. The payment in lieu of notice will be made in
monthly instalments to enable a reduction in the payrments in the event that Mr Shipsey finds alternative employment prior to 29 April
2023. Further details in relation to the payment in lieu of notice will be provided in the FY2023 Annual Report.

Mr Shipsey remained entitled to receive an annual bonus for FY2022, the full value of which has been included in the single figure table.
One third of the annual bonus will be deferred into shares for three years.

Mr Shipsey's share awards under the Company's Long-Term {ncentive Plan (LTIP), will be preserved in accordance with the good leaver
provisions of the LTIP, subject to a time pro-rating adjustment and normal vesting dates. Information relating to the vesting of shares
under the LTIP will be updated in the relevant Directors’ Remuneration Reports.

The Company made a contribution towards Mr Shipsey’s legal fees of up to £12,000.

Directors’ share opticns and long-term share plans {audited)

Awards vested

Gption and award data Fy202-
Gptians Cptions
and awards and awards Market Market
held on 31 held on 31 price at price at
July 2022 July 2021 Performance Exercise Grant Vesting Expiry Exercize date of date of
Cirector ane Plan Numtﬁr_ . Number lest price date date+ date++ Datevestesj___ Number price grant  vesting
Paul Keel o '
LTIP 141,089 141,059 B nia 28/09/21 Nov 2023
189,900 0 C 05/11/21 Nov 2024
Deferred bonus award 5378 0 - nfa 05/11/21 05/11/24
SAYE 1547 0 - 1163p 17/05/22 01/08/25 01/02/26 )
John Shipsey (Former CFQ)
LTIP 0 55837 A nfa 31/10/18 Oct 2021 13/10/21 18,209 nfa 1369 1421p
95,837 95837 A nfa 03/10/1% Oct 2022
95837 95837 B nfa 04/11/20 Nov 2023
160,150 0 C 05/11/21 Nov 2024
Deferred bonus award 0 6,393 - n/a 31/10/Té 31/:10/21 31/10/21 6,393 n/a 13690 1.427p
6933 6,933 - nfa 03/10/19 03/10/22
3,406 0 - nfa Da/11/2C D4/11/23
13,680 0 05/1/21 05/11/24
SAYE 1,969 1969 - 914p 20/05/20 01/08/23 01/02/24
Key

LTIP The Srmiths Group Long-Term Incentive Plan 2015.

SAYEThe Smiuths Group Sharesave Scheme

+ Thevesting dates shown above In respect of awards rmade under the LTIF are subject to the relevant parformance testist being passed.
++ The expiry dates shown above apply in normal circumstances,

Performance tests

A LTIP gwards in 2018 and 2019 - 25% subject to EPS growth, 20% subject to ROCE, 25% subject to cash conversion, 30% subject to organic revenue growth

B LTIPawardsr 2020 - 25% subject to EPS growth. 25% sukject to ROCE, 25% subject to free cash-flow, 25% subject to organic revenue growth.

C LTIP awards in 2021 - 20% subject to EPS growth, 13% subject to ROCE, 20% subject to free cash-flow, 30% subject to organic revenue growth, 15% sub ect to reduction in greentouse
gas emissions.

- Thereareroperformance criteria for the Deferred Bonus Shares awards or SAYE

Notes

- The hign and low market prices of the ordinary shares during the period 1 August 2021 to 29 July 2022 were 1.679p and 1,356p respectively The md-market closing price on 31 Juty 2021
was 1,555.5p and on 29 July 2022 was 1.543p.

- The mid-market closing price of a Smiths Group share on the date of the awards made to Directors in the FY2022 hnancial year was 1.4 35p (5 Navember 20210,

- The option over 1,547 shares granted te and heu by Paul Keel at 31 July 2022 were granted 3l an exerc.se price below the market price of a Smiths Group share an 17 May 2022 (1,454p}.
Shares are g-anted in May but the savings period cornmences In August.

- Theoptigns pver 1,949 shares granted to and Feld by John Shipsey al 31 July 2022 were granted at an exerc-se price below the market price of a Smiths Group shate or 20 May 2020 (1,268p)
Sharesace granted 'n May but the savings period commerces in August

- MNone ol the optigns or awards licted above was subject to any payment on grant.

- Noother Directors held any options over the Company's shares during the period 1 August 2021 to 31 July 2022

- Nooptions or awards have been grantes to or exercised by Directoss or have tapsed during the perod 1 August to 16 Septernber 2022

- At31July 2022, the trustee of the Employee Share Trust heia 418,662 shares. The market value of the shares held by tne trustee on 31 July 2022 was £9,545.955 and all cniidends were
walved in the year ir respect of the shares held by the trustee.

- Specia’ provisions pernit early exercise of options and vesting ol awards 1 the event of retrement, redundancy, and death
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Share ownership requirement for Executive Directors

Executive Directors are required to build a minimum shareholding equivalent to the annual fixed number of shares awarded under the
LTIP within five years. Executive Directors are required to retain at least 50% of any net vested share awards (after sales to meet tax
liabilities} until those guidelines are achieved. Shares under deferred bonus awards and LTIP awards which have vested but are subject
to a further holding period (net of assumed income tax) count towards the requirernent. Awards that are still subject to perfermance
conditions do not count towards the requirement.

Executive Directors will be required to hold shares equivalent to their full in-employment shareholding guideline, or actual holding

if lower, for two years post-employment, in line with best practice guidance. To enforce this requirement, vested shares are held ina
neminee account provided by Smiths share plan administrator, This policy applies to Andy Reynolds Smith, whe stepped down from
the Group during FY2021, and John Shipsey who stepped down from the Group during FY2022. Mr Reynolds Smith is required to hold 3
number of shares in the Company with a value at least equal to £2,109,450 at 31 July 2021 until at least 31 July 2623, while Mr Shipsey is
required to hold 54,959 shares in the Company until at least 31 July 2024.

Share scheme dilution limits

The Company complies with the guidelines laid down by the Investment Association. These restrict the issue of new shares under all the
Company's share schemes in any ten-year period to 10% of the issued ordinary share capital and under the Company’s discreticnary
schemes to 5% in any ten-year period. As at 31 July 2022 the headreom available under these limits was 8.28% and 3.79% respectively.

Executive Directors’ sharehetdings (audited)

The table below shows the shareholding for each Executive Director against their respective shareholding requirement as at
31 July 2022.

Current
Shares Vested Shares Save As shareho.ding Shareholding
Shareholding Shares owned subject tg shares i grising from You Earn (% of requirement
Directorand Plan ~equirement oulright pecformance  holdingperoa  bonus defer-al (GAYE] requicement]’ met
Paul Keel 189,900 shares 25,000 330959 g 5,378 1547 14.6% No
Clare Scherrer 91.342 shares 25,000 0 0 7 D - 0 27.4% No

1 Shares owned autright (ncluding vested shares v holding period}, and the ret of income tax value of shares arisirg trom bonus deterral are takeninto account far the sharehalding
requirement Executive Directors have five years from the dale of appeentment 1o meet tne required persona: snarehalding, Paul Keel has unt | 25 May 2026 and Clare Scherrer has unt.l
29 Apnil 2027 to meet the requirement.,

There have been no changes to the Directors” shareholdings between 1 August 2022 and 16 September 2022.

TSR performance

The following graph shows the Company’s total shareholder return (TSR} performance over the past ten years compared to the FTSE
100 Index. The FTSE 100 Index, of which the Company has been a member throughout the period. has been selected to reflect the TSR
performance of other leading UK-listed cornpanies. The values of hypothetical £100 investrnents in the FTSE 100 Index and Smiths Group
plc shares at 31 July 2022 were £187.25 and £191.44 respectively.

Total Shareholder Return

Value of £700 nvested 0n 31 Juy 2012

£220
£202.90
200 fpe e e e
— e - 17850 T
£180 ~o £187 25

£760

£140

2012 2013 2014 2015 2008 2017 018 201% 2020 202° 2022

<~ Smiths Graus <O~ FTSETO0
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Chief Executive’s remuneration for the last ten years
FY2021 F¥2020 FY2019 FY2018 FY2017 FY2016
FY2022 F¥2021 AReynelds AReynolds AReynolds AReynolds AReynolds AReynolds FY2016 FY2015 FY2014 FY2013
N P Keel PKeel Smith Smuth Smith Smith Smith Smith  PAnmwman  PBowman PBowman M 0Oowran
Total remuneraﬁoﬁi o o i
£000 1,832 450 2753 2,196 4,130 3,251 2,320 2,964 1,602 4,195 3912 3,864
Annual konus
outcome (% max) 39% 76% 70% 17% 41% 42% 6% 89% 88% 80% 43% 3%%
Common Investmant
Plan outcome
(% max} nfa n/a nfa n/a n/a nfa n/a n/a 100% 100% 100% 100%
LTIP outcome
(% rmax) n/a n/a 19% 3% 75% 32% n/a n/a 18% 17% 18% nia
Chief Executive pay ratios
These ratios set out the comparison between the Chief Executive’s remuneration and that for employees in the UK workforce.
Total remuneration
Year Method 25th percentile ratio Median pay ratio  75th percentile ratio
FY2022 ~ OptionB - o 581 39:1 2611
FY2021 Option B 1051 75:1 471
FY2020 Cption B 751 531 344
FY2019 Option B 1331 97:1 65:1
Salary
Year Method 25th percentile ratio Median pay ratie  75th percentile ratio
FY2022 Option B 28:1 20:1 131
Fy2021 Option B 35:1 25:1 1741
FY2020 Option B 310 22:1 15:1
FY2019 Option B 36 26:1 18:1
Salary{f} Total Remuneration (£}
Chief Executive T o o 875,000 1,832,130
25th percentile employee 31,200 31,375
Median employee 44,000 47507
75th percentile employee 64,866 69,420

The pay data for employees in the UK workforce has been calculated using Option B, based on the data used for gender pay reparting,
due to the availability of data at the time the Annual Report was published. The gender pay reporting basis comprises salary and benefits
as at 15 April 2022 and incentive payments payable in respect of FY2022. The Committee considers that this provides an outcome that is
representative of the employees at these pay levels. It is assurned that the value of employee benefits is 7.0% of base salary.

The workforce remuneration figures are those paid to UK employees whose pay is at the 25th, median and 75th percentile of pay for

the Group's UK employees. Figures are shown on both the prescribed basis using totat pay and also salary only which provides a useful
ongoing comparisen as it is a less volatile basis. The total remuneration ratios have reduced primarily due to the CEO not currently being
in receipt of LTIP payments. The Committee monitors ratios on an annual basis.

Percentage change in Directors’ remuneration

FY2021 0 FY2027 FY2020 lo FY2021

Salary/Fees Benefits Bonus Salary/Fees Benetits Bonus

Chief Executive Officer - 0% 739% 200%  na  nla  nfa
Chuef Financial Officer n/a nfa nfa n/a n/a n/a
Qutgoing Chief Financial Officer 2.5% 100% -39% 0% -1.0% 308%
Non-executive Director remuneration 2.5% 100% n/fa% -4.0% -100% n/a
Average of all employees 2.5% 2.5% -34% 0% 0% 267%

All employees’ is defined as all UK Group employees, 200 and 196 employees at all grades in FY202Z and FY2021 respectively.
Remuneration for the Chief Executive Officer was pro-rated for service from 25 May 2021 - 31 July 2021 for FY2021.
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Relative importance of spend on pay

The table below shows shareholder distributions {i.e. dividends and share buybacksl and total employee pay expenditure for FY2021 and
FY2022, and the percentage change.

FY2022 FY2021
£m £m Change
Sharehclder distributions 661 185 257%
Employee costs
- Continuing operations 823 - N/A
- Total Group {including Smiths Medical) 930 1,019 -8.73%

Executive Directors’ service contracts

The Comgany's policy is that Executive Directors are normally employed on terrns which include a one-year retling period of notice from
the Company and six months’ notice from the individual. The contract includes provision for the payment of a predetermined sum in the
event of termination of employment in certain circumstances (but excluding circumstances where the Company is entitled to dismiss
without compensation). In addition to payment of basic salary, pension allowance and benefits in respect of the unexpired portion of the
one-year notice period, the predetermined sum would include annual bonus and share awards only in respect of the period they have
served, payable following the end of the relevant performance period and subject to the normal performance conditions.

Paul Keel is employed under a service contract with the Company dated and effective from 25 May 2021. He became an Executive Director
with effect from 25 May 2021.

Clare Scherreris employed under a service contract with the Company dated 13 April 2022 and effective 29 April 2022. She became an
Executive Director with effect from 29 April 2022.

The service contracts for both Executive Directors may be terminated by 12 months’ natice given by the Company or six months’ notice
given by the Director. The Cornpany may elect to terminate the contract by making a payment in Lieu of notice equal to the Director’s

base salary and benefits {including pension allowance] in respect of any unserved period of notice. The service cantracts contain specific
provisions enabling a reduction in any phased payments in lieu of notice, in the event that the Director finds alternative employment during
the notice period. The service contracts are available for viewing at the Company’s Registered Qffice.

t eaving and change-of-control provisions

When determining leaving arrangements for an Executive Director the Committee takes into account any contractual agreements
including the provisions of any incentive arrangements, typical market practice and the performance and conduct of the individual.

For those individuals regarded as 'bad leavers’ (e.g. voluntary resignation or dismissal for cause), anhual bonus awards are forfeited, and
outstanding awards under the LTIP automatically lapse. Deferred bonus awards are forfeited on dismissal for cause.

A ‘goad leaver will typically remain eligible for a pro-rated annuat borius award, normally ta be paid after the end of the financial year,
The Committee retains discretion to pay the bonus early and not to apply deferral where it would otherwise apply, but would do so only
in compassionate circumstances. Deferred bonus awards shall continue in full and vest on the originally anticipated vesting dates.
Alternatively, in compassionate circumstances, the Committee may determine that awards should vest when the participant ceases
employment. Awards in the form of opticns may be exercised in accordance with the rules of the applicable scheme.

LTIP awards will typically vest at the normal vesting date to the extent that the associated performance conditions are met, but will
nermally be pro-rated on the basis of actual service within the performance period. Any holding period will ordinarily continue to apply.
The Committee retains discretion to vest the award before the end of the originally anticipated performance period, and to assess
perforrance accordingly, and to waive the continuation of the holding period or te shorten its application, but would do so only in
compassionate circumstances.

Vested LTIP awards which are subject to a holding period will ordinarily continue to be subject to the holding period, although the
Committee retains discretion to waive the cantinuation of the holding period or to shorten its application but wouid do so only in
compassionate circumstances.

in cases of death or disability, individuals are automatically deemed to be gooed leavers under the plan rules of the LTIP. All ather good
leavers will be defined at the discretion of the Committee on a case-by-case basis.

In connection with the terrmination of an Executive Director’s contract, the Company may make a payment on account of accrued but untaken
leave. The Company has the power to enter into settlement agreements with Directors and to pay compensation te sattle potential legal claims.
In addition, and consistent with market practice, in the event of the termination of an Executive Director, the Company may make a contribution
towards that individual s legal fees and fees for outplacement services as part of a negotiated settlement. Any such fees will be disclosed as part
of the detail of termination arrangements.

In the event of a change of controt, LTIP awards will vest to the extent that each of the performance conditions is met based on the Committee’s
assessment of performance over the performance period to the date of change of control. For internal performance measures, the Commitlee
may exercise its jJudgement in determining the oulcome based on its assessment of whether or not the performance conditions would have been
et to a greater or lesser extent at the end of the full performance period. Awards witl also normally be pro-rated to reflect the time that has
elapsed between the grant of the award and the date of change of control. The Committee retains discretion to vary these provisions on a case-
by-case basis.
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Non-executive Directors

Single figure of annual remuneration [audited)

Salary/fees Benefnis' Total

FY2022 FY2021 FY2022 FY2021 FY2022 FY2021

£000 £000 £000 £000 €000 FO00

Sir George Buckley? 461 41 47 - 508 481
Bruno Angelici - 24 - - - 24
Olivier Bohuon - 24 - _ - 2%
Pam Cheng 77 " - - 77 71
Dame Ann Dowling? 87 71 3 - 90 71
Tanya Fratto 81 n - - 81 il
Karin Heeing 73 T - - 73 i
Bill Seeger* 146 119 - - 146 e
Mark Seligman® 100 99 - - 100 99
NoelTata 89 71 - - 8y il

1 Benefits for the Chairman and Mon-executive Directors relate to reimbursed travel-related and other expenses including flight costs where applicablel. which are grossed-up for the UK
income tax and National Insurance contributions paid by the Company on their behalf.

2 S George Buckley'sfee is in respect of all his responsibilities for Smiths Group.
3 Dame Ann Dowling's fee camprised her Non-executive Director's fee and her additional fee for chairing the Science, Sustamatlity & Excellence Commuttee

4 Bill Seeger’s fees comprised his Non-exacutive Director's fee, his additional fee for chairing Remuneration & People Cornrmitiee, his additional fee as Senior Independent Director and a
supplementary fee provided to the Chairs of each of the Committees related to the sale of Smuths Medical [payable until 31 January 2022}

5 Mark Seligman’s fees comprised his Non-executive Director’s fee, his additional fee for chairing the Audit & Risk Committee and a supplementary lee provided to the Chairs of each of the
Committees related to the sale of Smiths Medical (payable until 31 January 2022}

Non-executive Director fees

Non-executive Director fees paid during FY2022 and payable during FY2023 are shown below. The Remuneration & Pecple Committee
rnade the decision to focus more of the FY2023 salary increase budget on those sectors of the workforce who are more impacted by
current inflationary pressures, It was determined that the NED fee increase should mirror that awarded to senicr employees and lower
than that of the wider UK workforce. The fee increases of 2.5% will be effective from 1 October 2022.

Fv2022 FY2023
a;_aayabLe to Chairman of the Board for all responsibﬂities ) £461,250 £466.920
Nen-executive Director base fee £73.030 £74,855
Additional fee payable to the Senior Independent Director £20,000 £20,000
Additional fee for Carnmittee Chairs £20,000 £20,000
Supplementary fee! £15,000 EN/A
Attendance allowance for each meeting outside the Non-executive Director’s heme continent _ ) £4,000 £4,000

1 Supplementaryfee provided to the Chairs of the Audit & Risk and Remuneration & People Committees in respact of additional workload related to the separation of Smiths Med.cal from
the perind 1 February 2021 to 31 January 2022.

Share ownership guidance for Non-executive Directors
Non-executive Directors are encouraged to acquire shares in the Cormnpany with a value of one times the annual base fee, aver a five year
period. The five yaar pericd is from the later of 1 August 2021 or the date of appaintment to the Board. Inaddition, the Non-executive

Directors are encouraged to retain a shareholding of one times the annual base fee for at least two years after the Director leaves
the Board.

Non-executive Directors’ shareholdings (audited)
The table below shows the shareholding for each Non-executive Director.

31 July 2022
Sir George Buckley 26,591
Pam Cheng 6,000
Dame Ann Dowling 5,813
Tanya Fratto 1,500
Karin Hoeing 503
Richard Howes' -
Bill Seeger 10.000
Mark Seligran 6,000
Noel Tata 6,000

1 Richard Howes was appointed as an independent Non-executive Director with effect from 1 September 2022, He was nota member of the Board during FY2022.

Follewing their quarterly acquisition of Ordinary Shares. under a share purchase agreement using a fixed propartion of the after-tax fees
received from the Company (20%), Sir George Buckley acquired 812 shares on 1 August 2022 and Karin Hoeing acquired 211 shares on
1 August 2022. There have been no further changes to the Directers’ shareholdings between 1 August 2022 and 16 Septermber 2022.
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Chairman’s and Non-executive Directors’ letters of appointment

The Chairman and the Non-executive Directors serve the Cornpany under letters of appointment and da not have contracts of service
or contracts for services. Except where appointed at a General Meeting, Directars stand for election by shareholders at the first AGM
following appointment. The Board has resolved that all Directors whao are willing to continue in office will stand for re~election by the
shareholders each year at the AGM. Either party can terminate the appointment on one manth'’s written notice and no compensation is
payable in the event of an appointment being terminated early. The letters of appointment or other applicable agreements are available
for viewing at the Company's Registered Office,

Nen-executve Director - o - Dale of appointment
Sir George Buckley 1 August 2013
Pam Cheng 1 March 2020
Dame Ann Dowling 19 September 2018
Tanya Fratto 1 July 2012
Karin Hoeing 2 April 2020
Richard Howes 1 September 2022
Bill Seeger 12 May 2014
Mark Seligman 16 May 2016
Noel Tata 1 January 2017

Statement of shareholder voting

The table below sets out the Company voling cutcome of the advisory resolution for approval of the Directors’ Remuneration Report and
the appraval of the Directors’ Remuneration Policy at the 2021 AGM:

% of votes Votes % of votes Total Votes withheld
Resoluticn Votes for cast for - against castagainst voles cast (abstentions}
Directors’ Remuneration Repert 315,633,414 ?5.86% 13,615,338 4.14% 329,248,754 449,865
Directors’ Remuneration Palicy 282,034,458 86.69% 43,312,009 13.31% 325,346,467 4,371,952

Advisers to the Committee

During the year, the Cornmittee received material assistance and advice from the Chief Executive Officer, the Chief Peaple Officer, the
Global Reward Director, Deloitte LLP and Freshfields Bruckhaus Deringer LLP. The Committee’s appointed independent remuneration
adwiser is Deloitte LLP. The Company Secretary is secretary to the Committee.

The Company paid a total fee of £167,800 to Deloitte LLP in relation to remuneration advice to the Committee during the vear. Fees were
determined on the basis of time and expenses.

Ouring FY2022, Deloitte LLP provided the Committee with information on market, compliance support for this year's Directors’
Remuneration Report, advice on remuneration of the incorning Chief Financial Officer, the shareholder consultation process and

the provision of other advice relating to remuneration governance and market practice. Deloitte LLP is a founding member of the
Remuneration Consultants Group and 2 signatory to its Code of Conduct. Deloitte LLP provided additional tax advisory services including
global corporation tax compliance and employee mobility advice, as well as company secretarial, internal audit co-source, transaction
and consultancy services. The Committee is satisfied that the advice provided by Deloitte LLP is objective and independent and that they
do not have connections with the Group that may impair their independence.

Summary of Remuneration Policy
Full details of the Remuneration Policy for Executive Directors, which was approved by shareholders at the AGM on 17 November 2021,
are set out on the Company’s website and in the 2021 Annual Report and Accounts on pages 112 to 119,

The Girectars’ Remuneration Report has been approved by the Board and signed on its behalf by:

Bill Seeger
CHAIRMAN OF THE REMUNERATION & PEOPLE COMMITTEE

22 Septernber 2022

I.\r(.Ge.Cr
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Chair’'s Statement

| am pleased to present our first Science, Sustainability
& Excellence {SSE) Committee Report. SSE are critical
elements in the execution of our strategy.

Reflecting the importance and cemmitment to this topic, this year
the Board approved the creation of the SSE Committae to provide
the Board with enhanced oversight of SSE matters including

the Group's innavation and new product development process,
envircnmental and sustainability performance, and the embedding
and delivery of operational excelience thraugh the Smiths Excellence
System. When establishing the Committee, the Board ensured that
mermbers braught a range of experience on the SSE related topics
that fall within the Committee’s remit. | have had a keen interest in
engineering excellence, innovatien and sustainability throughout

ry career including leadership roles as Head of the Engineering
Department at the University of Cambridge and as President of the
Royal Academy of Engineering. This interest continues through my
current positions as Deputy Vice Chancellar and Emeritus Professor
of Mechanical Engineering at Cambridge. | was a member of bp plc's
Safety and Sustainability Cornmittee until May 2021,

| am delighted to be joined on the Committee by Sir George

Buckley, Pamn Cheng and Karin Hoeing. Sir George has extensive
experience of leading large innovative multinational groups which
has been instrumental in our censideration of matters relating to
new product developrment. Pam brings challenge to eperational
excellence fram her role as Executive Vice-President, Operations
and Information Technology at AstraZeneca plc. Finally, Karin's
current executive experience as Group ESG, Culture and Business
Transformation Director at BAE Systems plc has been invaluable as
we have developed our sustainability strategy and priorities. We are
also all members of the Remuneration & People Committee and
were delighted to be able to recommend the introduction of key and
stretching sustainability measures into cur incentive arrangements in
support of Smiths strategy.

Over the next year, | look forward to the Committee’s continued
oversight of Smiths SSE agenda, including further presentations from
our divisiens and Group experts. [ am excited by the opportunities
presented by the innovation and new products we have in the pipeline
to support our growth strategy. |would lke to thank my colleagues
on the Committee for their contributiens during the year and | lock
forward to continuing our work in FY2023.

Dame Ann Dowling
CHAIR OF THE SCIENCE, SUSTAINABILITY &
EXCELLENCE COMMITTEE
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Committee membership and meetings

There were three scheduled meetings during the year. The members
of the Committee, their biographies and attendance at meetings
during the year can be found en page 58, 5% and 63.

The Chief Executive Officer, Chief Sustainabitity Officer and
Group Operational Excellence Director attended every meeting.
Other members of senior management were invited to attend
as necessary.

Committee performance evaluation

Through the annual Board evaluation process (pages 64 and 63,
the Board confirmed the effectiveness of the Committee in its role
of supporting the Board in compliance with its remit

Committee activities

The main topics considered at Committee meetings were as follows:

Science

John Crane, S5miths Detectien and Flex-Tek updated the
Committee on their new product development {NPD) processes
and pipelines and how technology, innovation and sustainability
were influencing their next generation of products. In July the
Committee visited Flex-Tek's operations (n Portland, Tennessee,
and experienced the new Python line sets at first-hand.
Understanding each of the divisions” NP processes from ideation
to cornmercialisation of new products in support of the Group's
Gross Vitality KPI has been important. The Committee are highly
engaged in this area and are excited by the product opportunities
in the NPD pipeline and by ways in which the development
processes can be expedited.

Sustainability

Smiths new Chief Sustainability Officer joined the business in
January 2022 and led the development of the new sustainability
strategy which was approved by the Board during the year.

See page 27 for a summary of the strategy. The Committee
received regular updates on the development and implementation
of the strategy and how the divisicns were driving sustainability
in their businesses and embedding 1t in their new product
pipeline. The Committee continued to monitor progress

against Smiths sustainability metrics including GHG emissions,
renewable electricity, energy efficiency, water use and waste
disposal. The Committee monttored progress towards setting
Science Based Targets to achieve Net Zero through the SBTi.

The Committee approved the new Sustainability at Smiths Report
which will provide stakeholders with an enhanced understanding
of Smiths approach to ESG. The report can be found on our
website www.smiths.com,

Excellence

The Group Operational Excellence Director attended each
Committee meeting to report on the Smiths Excellence System
(SES). The Committee were updated on the rollout and embedding
of phase two of SES and how the business is targeting excellence
through results-orientated process improvements and the
continuing development of our talented people. SES supports

our ability to innovate and deliver new technology for customers.

It also supports the execution of cur sustainability and Net Zero
strategies. The Committee was provided with deep-dives cn SES
from Flex-Tek which demonstrated how SES was being embedded
in the business.
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The Strategic Report is a requirement of the Companies Act 2006
(the ‘Act’} and can be found on pages 5 to 55. The Company has
chosen, in accordance with section 414C(11) of the Act, to include
certain matters in its Strategic Report that would otherwise be
disclosed in this Directors” Report. The Strategic Report and

the Direclors’ Report together are the management repert for
the purposes of Rule £.1.8R of the Disclosure Guidance and
Transparency Rules.

Other information that is relevant to the Directors’ Report, and which is also incorporated by reference, can be found as follows:

Disclosure

Likely future developments in the Company 7
Directors’ dividend recommendation

Research and development activities

Erﬁployment of disabled persons

Engagernent with UK employees

Engagement with suppliers, customers and cthers in a business relationship

with the company

Political donations and expenditure

Greenhouse gas emissions, energy consumption and energy efficiency
Corporate Governance Staternent

Directors during FY2022

Director appointment

Amendment of Articles of Association

Indemnities

Change of control

Directors’ Responsibility Statement

Disclosure of information to the auditor

Financial Instruments

Share capital disclosures

Acguisition of own shares (share buyback programme)
Directors’ Powers

Post Balance Sheet Events
Overseas branches

Location

Strategic Report pages 5to 23
Strategic Report page 15

Strategic Report péges 171020
Sustainability at Smiths page 33
Sus‘tainablkiiy at Smiths page 32
Sustainability at Smiths pages 41 to 44

Politicat donations page 71

Sustainability at Smiths page 30

Governance Report pages 54 to 92

Governance Report paées 58and 5%
Goverpance Report page 68

Governance Report page 68

Governance Report page 63

Remuneration Report page 86

Borrowings and net debt note page 141
Staternent of Directors’ responsibilities page 92
Statenent of Directors’ responsibilities page $2
Financial risk management note pages 1420 148
Share capital note page 155

Share capital note page 155

Governance Report page 57

Share capital note page 155

Post Balance Sheet Event note page 163
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Listing Rules Disclosure

information required by the Financial Conduct Authority's Listing Rules can be found as set out below. There are no further disclosures
required in accordance with Listing Rule 9.8R.

Listing Ruleﬁ? Disclosure o Location )

E&R(_I) ﬁTlapitalised interest ‘ Discomin@ operations note page 157 T
9.8.4R(12013} Dividend waiver Divicend note page 156

9.8.6R{1) Directors’ interests Remuneration Repor-i pages 84 and 87
9.8.6R12) Major shareholders’ interests - Table on page 91

9.8.6R(3Nallb) Going Concern and Viability Statement Strategic Rep-ort pége 54

9.8.6R(4)(a) Furchase of own shares Share capitat note page 155
9.8.5R{E5}(6)a) and (b) UK Corporate Governance Code compliance Governance Report page 56

9.8.6R(7) ) Unexpired term of Service Contract Remuneration Report page 86

9.8 6R18)a) Statement on inclusion of TCFD Sl_;stajnabnljry at Smiths page 35

9.8 6R(9) Board diversity targets Governance Report page 67

Political donations

The Group did not give any money for political purposes in the UK, the EU or outside of the EU, nor did it make any political donations

to political parties or other political organisaticns, or to any independent election candidates, or incur any political expenditure during

the year: In accordanca with the US Federal Electien Campaign Act, Smiths provides administrative suppoert to a federal Political

Action Committee (PAC) in the US funded by the voluntary political contributions of eligible employees. The PAC is not controlled by

the Company and all decisions regarding the amounts and recipients of contributions are directed by a steering committee comprising
Government Relations employees and reported to all eligibte to contribute to the PAC. Contributions to political organisations reperted by
the PAC during FY2022 totalled $8,000 (FYZ2021: $30,500).

Major shareholder’ interests

As at 37 July 2022, the Company had been notified under the Financial Conduct Authority’s Disclosure Guidance & Transparency Rules,
or had received disclosures pursuant to the Companies Act 2006, of the fellowing holdings of voting rightsin its shares:

Number of voting rights Number of vating rights % of tatal voting rights Date of notification
Brlackli?ock, In¢. 23.3m h9e 31 May 2018
Ameriprise Financia[, Inc. 20.8m 5.3 3 October 2018
Artemis Investment Management LLP 19.8m 5.0 ' 14 April 2020
Harris Associates Lb 19.7m 5.0 22 July 2019
Dodge & Cox ' 19.2m 5.0 12 March 2022

Jupiter Asset Management 14.8m 3.8 22 September 2016

No further notifications were recewved between 1 August and 16 September 2022

By order of the Board

Matthew Whyte
COMPANY SECRETARY

22 September 2022

%W//%z‘z
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Statement of Directors” responsibilities
in respect of the Annual Report and the

financial statements

The Directors are responsible for preparing the Annual Report,
including a Strategic Report, Oirectors’ Report, Directors’
Remuneration Report and Corporate Governance Statement,
and the Group and Parent Company financial statements in
accordance with applicable law and regulations.

Company law reguires the Directors to prepare Group and Parent
Company financial statements for each financial year. Under that
law the Directors have elected to prepare the Group financial
statements in accordance with international accounting standards
in conformity with the requirements of the Cormpanies Act 2006
and applicable law and have elected to prepare the Parent
Company financial statements in accordance with UK accounting
standards and applicable law (UK Generally Accepted Accounting
Practicel, including FRS 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 Group and the Parent Company
and of their profit or loss for that period. In preparing each of the
Group and Parent Company financial staterments, the Directors
are required to:

- Select suitable accounting policies and then apply
them censistently;

- Make judgements and estimates that are reasonable, relevant,
reliable and prudent;

- For the Group financial staternents, state whether applicable
UK-adopted international accounting standards have been
followed for the group financial statements;

- For the Parent Company financial statements, state whether
applicable United Kingdom Accounting Standards have been
followed subject to any material departures disclosed and
explained in the Parent Company financial statements;

— Assess the Group and Parent Company's ability to continue as
a going concern, disclesing, as applicable, matters related to
going concern; and

- Use the going concern basis of accounting unless they either
intend to liguidate the Group or the Parent Company or to cease
operations, or have no realistic alternative but to do so.

The Directors are respensible for keeping adequate accounting
records that are sufficient to show and explain the Parent
Company's transactions and disclose with reasonable accuracy
at any time the financial position of the Parent Company and
enable them to ensure that its financial statements comply with
the Companies Act 2006 and, as regards the Group financial
staternents, Article 4 of the 1AS Requlation. 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 misstaternent, whether due to fraud or
error and have a general responsibility for taking such steps as
are reasonably open to them to safequard the assets of the Group
and to prevent and detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity
of the corporate governance and financial information included
on the Company’s website. Legislation in the United Kingdem
governing the preparation and dissemination of the financial
statements may differ from legislation in other jurisdictions.
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In accordance with Disclosure Guidance and Transparency Rule
4.114R, the financial statements will form part of the annual
financial report prepared using the single electronic reporting
format under the Transparency Directive European Single
Electronic Format (ESEF’) Regulation. The auditer’s report

on these financial statements provides no assurance over the
ESEF format.

Directors’ responsibility statement

Fach of the Directors (who are listed on pages 58 and 59) confirms
that to the best of his or her knowledge:

- The financial statements, which have been prepared in
accordance with the applicable set of accounting standards, give
atrue and fair view of the assets, liabilities, financial position and
profit or loss of the Company and the undertakings included in
the consolidation taken as a whole;

- The Strategic Report and Group Directors’ Report, together the
management report, includes a fair review of the development
and performance of the business and the position of the
Company and the undertakings included in the conselidation
taken as a whole, together with a description of the principal
risks and uncertainties that they face; and

- As at the date of this Annual Report and financial statemenits,
there is no relevant audit information of which the Company’s
auditer is unaware. Each Director has taken all the steps he or
she should have taken as a Director in order to make himself or
herself aware of any relevant audit information and to establish
that the Company’s auditor is aware of that information.

We consider the Annual Report and financial statements, taken
as a whole, 1s fair, balanced and understandable and provides the
information necessary for shareholders to assess the Group's
position and performance, business model and strategy.

Signed on behalf of the Board of Directors:

Paul Keel Clare Scherrer
CHIEF £EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER
22 September 2022

Fatt Kool Clare R. Scherrer
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INDEPENDENT AUDITOR'S REPORT

to the members of Smiths Group plc

1 Our opinion is unmodified

We have audited the financial statements of Smiths Group plc
("the Company”) for the year ended 31 July 2022 which comprise
the consolidated income statement, consolidated staternent of
comprehensive income, consalidated balance sheet, consolidated
statement of changes in equity, consclidated cash-flow statement,
Company balance sheet, Company statement of changes in equity,
and the related notes, including the accounting policies on pages
108 to 115.

In our opinion:

- the financial statements give a true and fair view of the state of
the Group's and of the Parent Company's affairs as at 31 July
2022 and of the Group's profit for the year then ended;

- the Group financial statements have been properly
prepared in accordance with UK-adopted international
accounting standards;

- the parent Company financial statements have been properly
prepared in accordance with UK accounting standards, including
FRS 101 Reduced Disclosure Framework; and

- the financial statements have been prepared in accordance with
the requirements of the Companies Act 2006,

Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (UK) ("ISAs (UK)") and applicable law. Our
responsibilities are described below. We believe that the audit
evidence we have obtained is a sufficient and appropriate basis for
our opinion. Cur audit opinian is consistent with our report to the
Audit & Risk Committee.

We were first appointed as auditor by the shareholders on

13 November 2019. The period of total uninterrupted engagement
is for the three financial years ended 31 July 2022, We have
fulfilled our ethical responsibilities under, and we remain
independent of the Group in accerdance with, UK ethical
requirements including the FRC Ethical Standard as applied to
listed public interest entities. No non-audit services prohibited by
that Standard were provided.
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Overview
Materiality: group financial statements £16 million (2021: £11.3 milliony.
as awhole 5.1% of Group profit before taxatien from continuing cperations normalised to exclude the
effect of specific items as explained in section 5 of this report.
(2021 4.5% of Group profit before taxation from continuing operations normalised to
exclude the effect of specilic items and by averaging over the last three years).
Coverage: 82% (2021: 70%) of Group profit before taxation from continuing operations. L
Key audit matters v 2021
Recoverability of Goodwill in respect of the Smiths Detection cash generating unit {CGU) (Group) A
Estimation of liigation provisiens for asbestes in John Crane, Inc. (Group) <)
Valuation of UK defined benefit SIPS’s pension scheme liabilities and accounting of settlement loss in TIGPS v

pension scheme (Parent Company}

2 Changes to Key Audit Matters

As at 31 July 2021, we identified a key audit matter (Group) in
relation to the recoverability of capitalised development costs

for the intellifuse programme within assets held for sale inthe
Smiths Medical division. Following the sale of the Smiths Medical
division during the year, this 1s no longer a relevant risk of material
misstatement and therefore no longer a key audit matter.

As at 31 July 2021, we identified a key audit matter (Parent
Company] in relation to definad benefit pension liabilities which
included bath the TIGPS and SIPS pension schemes. Following the
execytion of a buy-in insurance policy for the TIGPS scheme
during the current year, this is no longer a relevant risk of
material misstatement and therefore no longer a key audit matter.
We continue to recognise UK SIPS pension scheme as a key audit
matter (Parent Company) in the current year. In addition, the audit
of the buy-in transaction 1s considered to be an area which had
significant effect on our overall audit strategy and allocation of
resources in planning and completing the audit and is therefore
included as & key audit matter.

3 Key audit matters: our assessment

of risks of material misstatement
Key audit matters are those matters that, in our professional
judgament, were of most significance in the audit of the financial
statements and include the most significant assessed risks of
material misstatemnent (whether or not due to fraud) idenufied by
us, including those which had the greatest effect on: the overall
audit strategy; the allocation of resources in the audit; and directing
the efforts of the engagement teamn. We summarise below the key
audit matters, in decreasing order of audit significance, in arriving
alour audit opinion above, together with our key audit procedures to
address those matters and, as reguired for public interest entities,
our results from those procedures. These matters were addressed,
and aur results are based on procedures undertaken, in the context
of, and solely for the purpose of, our audit of the financial statements
as awhole, and in forming our cpinion thereen, and consequently are
incidental to that apinion, and we do not provide a separate opinion on
these matters.

Recoverability of goodwill in respect of the Smiths
Detection cash generating unit (CGU} {(Group) (E644
million (2021: £610 million)) Refer to page 71 {(Audit & Risk
Committee Report), page 108 (accounting policies) and
page 135 (financial disclosures)

Risk vs 2021: increase

The risk - subjective estimate and fcrecast

based assessment

The Group holds a significant amount of goodwill, especially in relation
to the Smiths Detection cash generating unit [CGUYL The value in

use calculation for the Smiths Detection CGU, which represents

the estimated recaverable amount, is subjective due to the inherent
uncertainty involved in forecasting and discounting estimated future
cash flows (specificatly the key assumptions - discount rate, projected
cost inflation and 5-year revenue growth rate).

As part of our risk assessment, we determined that the value in

use of the CGU has a high degree of estimation uncertainty, with a
potential range of reascnable outcornes greater than our materiality
for the financial statements as a whole, and possibly many times
that amount.

The financial statements {note 11} disclose the sensitivity estimated
by management. These disclosures give relevant information about
the estimation uncertainty including the risk of a reduction in the
headroom or need for an impairment as a result of a reasonably
possible change In one or more of the key assumgtions used in the
value in use calculation for this CGU.
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QOur response

We performed the tests below rather than seeking to rely on any
of the Group's controls because the nature of the balance is such
that we would expect te obtain audit evidence primarily through
the detailed procedures described. Our procedures included:

- Benchmarking assumptions and historical comparison:
Assessing and challenging the key assumptions through
retrospective review and comparison to external

industry forecasts.

Our sector experience: Using our valuations specialists to

challenge the appropriateness of discount rates by deriving

our own independent range and used external market data

to challenge management assumption of 5-year revenue

growth rates.

- Sensitivity analysis: Estimating the value in use utilising

independent and more conservative forecasts and discount

rates and assessing whether this resulted in impairment.

Comparing valuations: Using our valuation specialist,

cornparing the valuation per the value in use impairment madel

against expected enterprise valuations per analyst reports and
comparable cormpanies’ earnings multiple.

- Assessing transparency: Assessing the adequacy of the
Group's disclosures in respect of the judgement and estimates
around goodwill recoverability for the Smiths Detection CGU,
including distlosures of the sensitivity in the value in use
calculations to changes in the key assumptions.

b

Ourresults

We found the carrying amount of goodwill related to the Smiths
Detection CGU to be acceptable (2021: acceptable) and we found

the sensitivity disclosure made to be acceptable (2021: acceptablel.
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Estimation of litigation provisions for asbestos in John
Crane, Inc. £229 million (2021: £212 million)} Refer fo page
72 (Audit & Risk Committee Report), page 108 {accounting
policies) and page 151 {financiat disclosures)

Risk vs 2021: unchanged

The risk - subjective estimate

There are significant judgements and estimates involved in the
assumpticns underlying the provisions in respect of John Crane,
Inc. asbestos litigation, including the projection period, forecast
number of future claims and associated claim and defence costs
applied to the forecast and the methodology applied for estimating
the provision.

The effect of these matters is that, as part of our risk assessment,
we determined that the litigation provision has a high degree

of estimation uncertainty, with a potential range of reasonable
outcomes greater than our materizlity for the financial staternents
as a whole and possibly many times that armcunt. The financial
statements {note 23) disclose the sensitwity estirmated by

the Group.

Our response

We performed the tests below rather than seeking to rely on any
of the Group’s contrels because the nature of the balance 1s such
that we would expect to obtain audit evidence primarily through
the detailed procedures described. Our procedures includea:

- Our actuarial expertise: Challenging the key judgement of the
ten-year projection period using our cwn actuarial specialist and
our sector knowledge and expertise.

- Benchmarking assumptions: Using our own actuarial
specialists, we derived our cwn independent range of the
estimated provision.

- Enquiry of lawyers: Obtaining external independent legal
confirmations of historical and ongoing claims and agreeing to
the historical and ongoing claims data used by management
expert for estimating the future projected cost and claims.

- Assessed management’s expert: Assessing the competency,
knowledge and independence of the expert using cur
own specialist.

- Assessing methodology: Evaluating the methodology applied by
management to the estimation to assess that the methedology
utilised is in line with industry practice.

- Historical comparison: Assessing and challenging the projected
indemnity and defence expenditure through retrospective review
of incurred cost.

- Assessing transparency: Assessing whether the disclosures
of the effect of reasonably possible changes in key judgements
and assumptians reflects the risks inherent in the provisions’
estimation.

Our results

We found the level of litigation provisioning and related disclosures
in the financial statements in respect of John Crane Inc.

asbestos litigation to be acceptable (2021: acceptable).



SMITHS GROUP PLC ANNUAL REPORT FY2022 01 OVERVIEW

INDEPENDENT AUDITOR’'S REPORT

Valuation of UK defined benefit SIPS pension scheme
liabilities {£1,603 million {2021: 2,078 million)) and
accounting of settlement loss and past service costin
relation to TIGPS pension scheme buy-in [(£195 million
{2021: Nil)) (Parent Company) Refer to page 72 {Audit &
Risk Committee Report), page 108 (accounting policies)
and page 128 {financial disclosures)

Risk vs 2021: decrease

The risk - subjective valuation and

significant transaction

Significant estimates are made in valuing the Company’s

post retirement defined benefit plan obligations in particular
the discount rates, the inflation rates, mortality and pension
increase assumptions. Srnall changes in the assumptions used
to determine the liabilities, in particular those relating to discount
rates, inflation and mortality can have a significant impact on
the valuation of the liabilities. The effect of these matters s that,
as part of our risk assessment, we determined that the pension
assumptions have a high degree of estimation uncertainty, with
a potential range of reasonable putcomes greater than our
materiality for the financial statements as a whole, and possibly
many times that amount.

In conducting our final audit work, following the buy-in secured
during the current year with an intention to fully buy-out the
scheme in the near future, we reassessed the degree of
estimaticn uncertainty for TIGPS scheme to be less than that
materiality. However, the audit of the buy-in transaction 1s
considered to be an area which had significant effect on our
overall audit strategy and allocation of resources in planning and
completing the audit with regard to the quantum of the settlement
loss and the accounting of the transaction as a settlement rather
than an investment decision.
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Our response

We performed the tests below rather than seeking to rely on any
of the Group's controls because the nature of the balance is such
that we would expect to obtain audit evidence primarily through
the detailed procedures described. Qur procedures included:

- Benchmarking assumptions: Challenging the key assumptions
applied in the calculation of the iability, including the discount
rates, inflation rates, mortality and pension increases with the
support of our own actuarial specialists by comparing against
market data.

Assessing actuary’s credentials: Assessing the competence,
independence and integrity of the scherne’s actuary.

Inspection of relevant documents: Inspecting contracl
documents, trustee minutes, project plan and communications
to assess whether the buy-in transaction has been accounted for
appropriately in accordance with 1AS 19 using our own actuarial
specialists and our sector knowledge and expertise.

Test of detail: Confirmed the transfer of assets to the insurer to
fund the initial premium for the buy-in. We reconciled the benefit
cash flows, administration and other expenses with external
evidence obtained.

- Assessing transparency: Considering the adequacy of the
disclosures in respect of the sensitivity of the obligation to

key assumptions and the disclosure in respect of the buy-

in transaction.

Our results

We found the valuation of the pension scheme labilities of SIFS
scheme to be acceptable (2027: acceptable) and we found the
sensitivity disclosure made to be acceptable {(2021: acceptable).

We found the accounting of the settlement loss and past service
cost for TIGPS scheme in the period to be acceptable (2021: Nil).
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4 The impact of climate change on our audit
We have considered the potential impacts of climate change on the
financial staterments as part of planning our audit. As the Group

has sct out on page 40, climate change has the potential to give

rise to a number of transition risks and epportunities and physical
risks and opportunities. The Group has stated their commitment

to achieve Net Zero for Scope 1 and 2 emissions by 2040 and to
achieve Net Zero for Scope 3 emissions by 2050. The areas of the
financial statements that are mest Likely to be potentially affected

by climate related changes and initiatives are future loss of revenue
due to supply chain challenges. The Group considered the impact

of cimate change and the Group's targets in the preparation of

the financial statements, as described on page 39, and concluded
this did not have a material effect on the consolidated financial
statements. We performed a risk assessment, taking into account
climate change risks and the cormmitments made by the Group.

We held inquiries of management regarding their processes for
assessing the potential impact of climate change risk on the Group's
financial statements and held discussions with our cwn climate
change prefessionals to challenge our risk assessment.

Based on our risk assessment we determined that the balances

in these financial statements are not at significant risk in relation

to climate change. This is because, based on our risk assessment,
the long-term growth rate is not identified as a key assumption a
reasonably possible change in which could result in an imparrment
in relation to the estimated value in use of the Smiths Detection
CGU. Hence, we assessed that there is not a significant impact on
our audit for this financial year. There was no impact of climate
change on our key audit matters included in section 3. We have read
the Group's disclosure of climate related informaticn in the front hatf
of the Annual Report as set out on pages 35 to 40 and considered
consistency with the financial statements and our audit knowledge.,

Materiality
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5 Qur application of materiality and an
overview of the scope of our audit

Materiality

Materiality for the Group financial statements as a whole was set
at £16 million (2021: £11.3 million), determined with reference to a
benchmark of Grous profit before tax from continuing operations
normalised to exclude foreign exchange gain on intercompany
loan with discontinued operations, of £22 million (2021: £50 million
loss), retirement benefit scheme settlement loss £171 million
(2021: Nil}, past service equalisaticn cost £43 million (2021: Nil)
and impairment of assets £19 million (2021 : Nil}. Materiality for
the 2021 Group financial statements as a whole was determined
with reference lo a benchmark of Group protfit before tax from
continuing operations normalised as described above and also
by averaging over the last three years due to the impact of the
COVID-19 pandemic. The Group team performed procedures on
the excluded items.

Materiality for the Parent Company financial statements as a
whole was set at £15.8 mullion (2027: £11.0 milbion), determined
with reference to a benchmark of Parent Company total assets,
limited to be less than materiality for Group materiality as a whole.
It represents 0.4%% (2021: 0.5%) of total assets.

In line with our audit methodelegy, cur procedures on

individual account balances and disclosures were performed

to a lower threshold, performance materiality, so as to reduce
to an acceptable level the risk that individually immaterial
misstatements in individual account balances add up to a
material amcunt across the financial statements as a whole.
Performance materiality was set at 65% (2021: 65%) of materiality
for the financial statements as a whale, which equates to

£10.4 million (2021: £7.3million) for the Group and £10.2 million
{2021: £7.2 million) for the Parent cormpany. We applied this
percentage in our determination of performance materiality
besed on the level of identified audit misstatements and control
deficiencies during the prior year. We agreed to report to the
Audit & Risk Committee any corrected or uncorrected identified
misstaterments exceeding £0.8 miltion (2021: £0.6 million),

in addition to other identified misstatements that warranted
reporting on qualitative grounds.

Group profit before tax from continuing operations, normalised to exclude specific items - £ 314 million (2021: Group
profit before tax from continuing operations, normalised to exclude specific items and by averaging over the last three
years due to the impact of the COVID-19 pandemic - £253 miltion}

W Group profit before tox frum continu ng
operations, narmat sed (o oxclade
sprcific nems

W Crosp meienality

Efém

{2021: £11.3 million)
Whole financial statements materiality

£104m

{2021: £2.3 million}
Whole financial statements performance materiality

£158m

{2021: £11.0 million)
Range of materiality at 32 {2021: 34) components
{€£0.6m - £15.8m} (2021: £0.6m - £11m)

£0.8m

(2021: €0.6m}
Misstatements reported to the Audit & Risk Committee
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Scope

The Group operates in more than 50 countries across six
continents with the largest footprints being in the US, Europe
and Asia. The Group is organised into four divisions: John

Crane, Smiths Detection, Flex-Tek and Smiths Interconnectis a
consolidation of over 250 reporting components. Smiths Medical
division was sold in current year [discontinued operations). We
scoped the audit by obtaining an understanding of the Group and
its environment and assessing the risk of material misstatement
at the Group level. We have considered cormponents based on
their contribution to Group revenue; Group Assets and Group
profit before tax for continuing operations including whether we
had sufficient coverage over each division and the specific risks in
the components.

Of the Group's 253 (2021: 254) reporting components, we
subjected 23 (2021: 24} 1o full scope audits for Group purposes

and 9 (2021:8) to specified risk-focused audit procedures or audit
of specific account balances. The components for which we
performed audii of specific account balances were not individually
financially significant enough to require a full scope audit for Group
purposes but were included in the scope of our Group reporting
waork in order to provide further coverage over the Group's results.

The components for which we performed specified risk-focused
audit procedures were not individually financially significant
enough to require an audit for Group reporting purposes but did
present specific iIndividual risks that needed to be addressed.
Specified risk-focused audit procedures were performed over a
number of areas, including litigatron provisions and defined benefit
pension assets and liabilities.

The Group audit performed analytical procedures over the trading
results of the discontinued operation (the Srmuths Medical division)
and substantive test cver the disposal accounting and resultant

profit on sale recognized in the consalidated tinancial statements.

The scope of the audit work performed was predeminately
substantive as we placed limited reliance upon the Group’s
internal control over financial reporting.

The compenents within the scope of cur work accounted for
the following percentages of the Group's results for continuing
operations are shown, right.

The remaining 26% (2021: 26%} of total Group revenue, 18%

{2021: 30% of Group profit before tax from continuing operations
and 25% (2021: 21%) of total Group assets is represented by
reporting components which individually did not represent more
than 1% (2021: 3%) of any of total Group revenue for continuing
operations, Group prefit before tax for continuing operations or
total Group assets. For these residual components, we performed
an analysis at an aggregated Group level to re-examine our
assessment that there were no significant risks of material
misstatement within these compenents,

<> =

The Group’s results

GROUP REVENUE

74%

{2021 74%)

GROUP PROFIT BEFORE TAX

I gy
\

(2021 70%)}

GROUP TOTAL ASSETS

: /0%

‘ {2021 79%)

Growp Groupsrofit  Group total
revernue  before tax assels

W Fol ccope fer group aaat
pLIEOSEs

B Loctof Azcoont Balance
Speciiet mes-focusen
zudit procedares

Resdaal corponents

58

Q
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The Group audit team instructed component auditors as to the
significant areas to be covered, including the relevant risks
detailed above and the information to be reported back. The Group
audit teamn set the component matenality which ranged fram
£0.6 million to £15.8 million (2021: £0.6 million to £11.0 million),
having regard to the mix of size and risk profile of the Group
across the components. The work on 30 of the 32 (2021: 33 of the
34) components was performed by component auditors and the
audit of the Parent Company was performed by the Group team.
The work on Smiths Medical including disposal accounting was
performed by the Group team.

Regular video conference meetings were held with all in-scepe
components attended by senior group audit team members.
These meetings involved explanation of Group audit instructions,
involvement in planning audit procedures, discussing progress
updates and emerging findings, reviewing outcomes of testing
performed and involvement in discussing audit findings with
component management. The Group audit team routinely
reviewed the audit documentation of all component audits through
various stages of their audits. We were unable to visit one China
component (not financially significant} and remote access to
audit documentation is prohibited by local law. As a result of this
restriction, we extended our oversight of this componert’s audit
through extended discussion with component audit team.

6 Going concern

The Directors have prepared the financial statements on the going
concern basis as they do not intend to liquidate the Group or the
Company or to cease their operations, and as they have concluded
that the Group's and the Company’s financial pesition means that
this 1s realistic. They have also concluded that there are no material
uncertainties that could have cast significant doubt over ther ability
to continue as a going concern for at least a year from the date of
approval of the financial staternents ("the going concern period™).

We used our knowledge of the Group, its industries and the general
ecenomic environment to identify the inherent risks to its business
model and analysed how those risks might affect the Group's and
Company's financial resources or ability to continue operations

over the going concern pericd. The risks that we considered most
likely to adversely affect the Group’s and Company’s available
financial resources and metrics relevant to debt covenants over this
period were:

- Adverse trading conditions and impact on the Group's operations
or that of its suppliers and customers, such as delays and
cancellations of orders and deliveries, as a result of recurrence
of COVID 19 disruption, resulting in a significant deterioration in
the Group’s Liquidity position.

- Product quality failure which would result in reputational
damage amongst customers and therefore reduction in orders
and custormer loss as well as potential significant tiability claims
raised against the Group.
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We considered whether these risks could plausibly affect the
liquidity or covenant cormpliance in the going concern period by
comparing severe but plausible downside scenarios that could
arise from these risks individually and collectively zgainst the
level of available financial resources and covenant thresholds
indicated by the Group's financial forecasts. We also assessed the
completeness of the going concern disclosure.

Our conclusions based on this work:

- we consider that the Directors’ use of the gaing concern basis
of accounting in the preparation of the financial statements
is apprapriate;

- we have not identified, and concur with the Directors’
assessment that there is not, a material uncertainty related to
events or conditions that, individually or collectively, may cast
significant doubt on the Group’s or Company’s ability te continue
as a going concern for the going concern period:

- we have nothing material to add or draw attention to in relation to
the Directors’ statement on page 92 to the financial statements
on the use of the gaing concern basis of accounting with ne
material uncertainties that may cast stgnificant doubt over the
Group and Company's use of that basis for the going concern
period, and we found the going concern disclosure on page 54 to
be acceptable; and

- the related staternent under the Listing Rules set out on page
%1 is materially consistent with the financial staternents and our
audit knowledge.

However, as we cannot predict all future events or conditions and
as subsequent events may result in outcomes that are inconsistent
with judgements that were reasonable at the time they were made,
the above conclusions are net a guarantee that the Group or the
Company will continue in operation.
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7 Fraud and breaches of laws and
regulations - ability to detect

ldentifying and responding to risks of material
misstatement due to fraud

To identify risks of rnaterial misstaternent due to fraud {"fraud
risks") we assessed events or conditions that could indicate an
incentive or pressure to commit fraud or provide an opportunity to
commit fraud. Our risk assessment procedures included:

~ Enquining of Directors, the Audit & Risk Committee, internal
audht and inspection of policy documentation as to the Group's
high-level policies and procedures to prevent and detect fraud,
including the internal audit function, and the Group's channel fui
“whistleblowing”, as well as whether they have knowledge of any
actual, suspected or alieged fraud.

- Reading Board, Audit & Risk, Disclosure, Transactions,
Nomination & Governance, Remuneration & Pecple,
Investments and Executive Committee minutes.

- Considering remuneration incentive schemes and performance
targets for management and Directors including the EPS target
for management remuneration.

- Using analytical procedures to identify any unusual or
unexpected relationships.

We communicated identified fraud risks throughout the audit team
and remained alert to any indications of fraud throughout the audit.
This included communication from the Group to full scope and
audit of specific account balances scope component audit teams of
relevant fraud risks identified at the Group level and requesting the
full scope and audit account balance scope component audit teams
to report to the Group audit team any instances of fraud that could
give rise to a material misstaternent at Group.

As required by auditing standards and taking into account possible
pressures to meet profit targets, and our overall knowledge of the
control environment, we perform procedures to address the risk of
management override of controls and the risk of fraudulent revenue
recognition, in particular in the Smiths Detection Inc, USA and
Smiths Detection Germany GmbH compenents a significant portion
of multi- year contracts (programme revenue) revenue is normally
recognised in the last month of the year. Therefore, there is a risk of
revenue being overstated during the year end closing period through
the maniputation of the timing of recording of the sale transaction
from such pressure, We did not identify any additional fraud risks.

We performed procedures including:

~ Identifying journal entries to test for all components within fult
scope and audit of specific account balances scope based on
risk critena and comparing the identified entries to supporting
documentation. These included unusual entries In revenue
acceunts, cash and cash equivalents or borrowings accounts
and entries posted by senior finance management.

- Testing consolidation adjustment entries posted and camparing
the identified entries to supporting decumentation.
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ldentifying and responding to risks of material
misstatement due te non-compliance with laws
and regulations

We identified areas of laws and regulations that could reasonably
be expected to have a material effect on the financial statements
from our general commercial and sector experience, through
distussion with the Directors and other management las required
by auditing standards], and frem inspection of the Group's
regulatory and legal correspondence and discussed with the
Directors and other management the policies and procedures
regarding compliance with laws and regulations.

Asthe Groupis regulated, our assessment of risks involved
gaining an understanding of the control environment including the
entity's procedures for complying with regulatory requirements.

We communicated identified laws and regulations throughout our
tearn and remained alert to any indications of non-compliance
throughaout the audit. This included communication from the
group to full-scope component audit teams of relevant laws

and regulations identified at the Group level, and a request for
full scope component auditors to report to the Group team any
instances of non-compliance with laws and regulations that could
give rise to a material misstaterment at Group.

The potential effect of these laws and regulations on the financial
statements varies considerably.

Firstly, the Group is subject to taws and regulations that directly
affect the iinancial statements including financial reporting
legislation {including related companies legislation), distributable
profits legislation, taxation legisiation and pensions legislation,
and we assessed the extent of compliance with these laws and
requlations as part of our procedures on the related financial
statement items.

Secondly, the Group is subject to many other laws and regutations
where the conseguences of non-compliance could have a material
effect on amounts or disclosures in the financial statements, for
instance through the imposition of fines or Utigation. We identified
the following areas as those most Likely to have such an effect:
health and safety, anti-bribery and corruption, considering
dealings with government customers, empleyment law, and
certain aspects of company legislation recegnising the regulated
nature of the Medical division activities and its legal form.

Auditing standards limit the required audit procedures 1o identify
non-compliance with these laws and regulations to enquiry of the
Directors and other management and inspection of regulatory and
legal correspondence, If any. Therefore, If a breach of operational
regulations Is not disclosed to us or evident from relevant
correspondence, an audit will not detect that breach.
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Context of the ability of the audit to detect fraud
or breaches of law or regulalion

Owing to the inherent timitations of an gudit, there is an
unavoidable rick that we may not have detected some material
misstatements in the financial statements, even though we have
properly planred and performed our audit in accordance with
auditing standards. For example, the further removed non-
cormpliance with laws and regulations is from the events and
transactions reflected in the financial statements, the less likely
the inherently limited procedures required by auditing standards
would identify it.

In addition, as with any audit, there remained a higher risk of
non-detection of fraud, as these may involve collusion, forgery,
intentional omissions, misrepresentalivns, or Lhe override of
internal controls. Our audit procedures are designed to detect
material misstaternent. We are not responsible fer preventing
non-compliance or fraud and cannot be expected to detect non-
compliance with all laws and regulations.

8 We have nothing to report on the other
information in the Annual Report

The Directors are responsible for the other information presented
inthe Annual Report tegether with the financial statements. Qur
opinion on the financial statements does not cover the other
information and, accordingly, we do not express an audit opinion
ar, except as explicitly stated below, any form of assurance
conclusion thereon.

Our respensibility is to read the other information and, in doing so,
consider whether, based on our financial statements audit werk,
the information therein is materially misstated or inconsistent with
the financial statements or our audit knowledge. Based solely on
that work we have not identified material misstatements in the
other infoermation.

Strategic Report and Directors’ Report

Based solely on aur wark on the other information:

- we have not identified material misstaternents in the Strategic
Report and the Directors’ Report;

- inour opinicn the information given in those reports for the
financial year is consistent with the financial statements; and

- inour opinicn those reports have been prepared in accordance
with the Companies Act 2006.
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Directors’ Remuneration Report

in our opinion the part of the Directors’ Remuneration Report to
be audited has been properly prepared in accordance with the
Curmpanies Act 2006.

Disclosures of emerging and principal risks and
longer-term viability

We are required to perform procedures to identify whether there
is a material Inconsistency between the Directors’ disclosures in
respect of emerging and principal risks and the viability statement,
and the financial statements and cur audit knowledge.

Based on those procedures, we have nothing materiat to add or
draw attention to in relation to:

- the Directors’ confirmation within the viability statement page 54
that they have carried out a robust assessment of the emerging
and principal risks facing the Group, including these that would
threaten its business model, future performance, solvency
and liquidity;

- the Principal Risks disclosures describing these risks and how
emerging risks are identified, and explaining how they are being
managed and mitigated; and

- the Directors’ explanation in the viability statement of how they
have assessed the prospects of the Group, cver what period
they heve done so and why they considered that period to be
appropriate, and their statement as to whether they have a
reasonable expectation that the Group will be able to continue in
operation and meet its liabilities as they fall due over the period
of their assessment, including any related disclosures drawing
attention to any necessary qualifications or assumptions.

We are also reguired to review the Viability Statement, set out on
page 54 under the Listing Rules. Based on the above procedures,
we have concluded that the above disclosures are materially
consistent with the financial statements and cur audit knewledge.

Ourwork is limited to assessing these matters in the context of
only the knowledge acquired during our financial statements

audit. As we cannot predict all future events or conditicns and as
subsequent events may result in outcomes that are inconsistent
with judgements that were reasonable at the time they were made,
the absence of anything to report on these statements 1s not a
guarantee as to the Group’s and Company’s longer-term viability.
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Corporate governance disclosures

We are required to perform procedures to identify whether there
is a material inconsistency between the Directors’ corporate
governance disclosures and the financial staternents and our
audit knowledge.

Based on those procedures, we have concluded that each of the
following is materially consistent with the financial statements and
our audit knowledge:

- the Directors’ statement that they consider that the Annual
Report and financial statements taken as a whole is fair,
balanced and understandable, and provides the infarmation
necessary for shareholders to assess the Group's position and
performance, business model and strategy;

- the section of the Annual Report describing the work of the
Audit & Risk Committee, including the significant issues that the
Audit & Risk Committee considered in relation to the financial
statements, and how these 1ssues were addressed; and

- the section of the Annual Repart that describes the review of
the effectiveness of the Group’'s risk management and internal
control systems.

We are required o review the part of the Corporate Governance
Staternent relating to the Group’s compliance with the provisions
of the UK Corporate Governance Code specified by the Listing
Rutes for aur review. We have nathing to repart in this respect.

7 We have nothing to report on the other
matters on which we are reguired to

report by exception
Under the Companies Act 2006, we are required to report to you if,
in our opinion:

- adequate accounting records have not been kept by the parent
Company, or returns adequate for cur audit have not been
recewved from branches not visited by us; or

- the parent Company financial statements and the part of
the Directors” Rermuneration Report to be audited are not in
agreement with the accounting records and returns; or

~ certain disclosures of Directors’ remuneration specified by law
are not made; or

~ we have not received all the information and explanations we
require for our audit.

We have nothing to report in these respects.

10 Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set ocut on page 90,
the Directors are responsitle for: the preparation of the financial
statements including being satisfied that they give a true and

fair view; such internal control as they determine 1s necessary to
enable the preparation of financial staterments that are free from
material misstatement, whether due to fraud or error; assessing
the Group and parent Cormpany’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
they either intend to liquidate the Group or the parent Company or
to cease operations, or have no realishe allernabive but to do so.
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Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud orerror, and to 1ssue

our opinion in an auditor’s repori. Reascnable assurance s a
high level of assurance, but does nat guarantee that an audit
conducted in accordance with ISAs (UK] will always detect a
material misstatement when it exists. Misstatemeants can arise
from fraud or error and are considered material if, individually
or in aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of the
financial statements.

A fuller description of aur responsibilities is provided on the FRC's
website at www.frc.org.uk/auditorsresponsibilities.

The Company is required to include these financial statements

in an annual financial report prepared using the single electronic
reporting format specified in the TD ESEF Regulation. This
auditor’s report provides no assurance over whether the annual
financial report has been prepared in accordance with that format.

11 The purpose of our audit work and to

whom we owe our responsibilities
This report is made solely to the Company's members, asa
body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006, Our audit work has been undertaken so that we might
state to the Company’'s members those matters we are required
to state to thern in an auditor’s report and for ne other purpose.
To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company and the
Company’s members, as a body, for our audit work, for this report,
or for the opinions we have formed.

Michael Maloney
SENIOR STATUTORY AUDITOR

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

Lenden E14 5GL

Date: 22 September 2022

W\(V\alwa/
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CONSOLIDATED PRIMARY STATEMENTS
Consolidated income statement
Year ended 31 July 2022 Year ended 31 July 2021
Non-head-lirle- Non-headling
Headilne {note 2) Total Headline {note 3 Total
Notes €m em  m £m £m tm
CONTINWUING OPERATIONS
Revenue 1 2,566 - 2.566 2,406 - 2,406
Operating costs 2 (2,149} (300} {2,449) (2.034) (46) (2,080)
Operating profit/{loss) 2 a7 {300 17 a7 (46 326
Interest recaivable P - 9 - 9
Interest payable 4 (53} - (55 {49) - (49)
Other financing gains/llosses} 4 - 20 20 - (52) (52)
Other finance income - retirement benefits 4 - 7 7 - b &
Finance {costs)fincome ; (&1} 27 {14) {40) {46! {84}
Profit/(loss) before taxation 376 (2730 103 32 9 240
Taxation 6 1104} 14 (90} {96} 13 {83)
Profit/(loss) for the year - (259 13 236 (79 157
DISCONTINUED OPERATIONS
Profit/lless} from discontinued operations 27 49 973 1022 134 (&) 128
PROFIT/LOSS) FOR THE YEAR _ ~ a1 714 1,035 370 (85) 285
Profit/{loss) for the year attributable to:
Sriths Group shareholders - continuing operations 270 {259 " 235 (79 156
Smiths Group shareholders - discontinued operations 4% 973 1,022 134 (6) 128
Non-controlling interests 2 - 2 1 - 1
- 321 714 1,035 370 85) 285
EARNINGS PER SHARE - 5 )
Basic 267.1p 71.7p
Basic - continuing 2.8p 39.4p
Diluted 264.0p 71.3p
Diluted - continuing 2.8p . 3%p

References in the consolidated income statement, consclidated statement of comprehensive income, consclidated balance sheet,
consolidated statement of changes in equity and consolidated cash-flow statement relate to notes on pages 116 to 163, which form an

integral part of the consolidated accounts.
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Consolidated statement of comprehensive income

Year ended

Yearended 31 July2021

31 July 2022 represented*
£&m

. o Naotes &= .El
PROFIT FOR THE YEAR N 1,935 285
Other comprehensive income (OCI) 7
OCl which will not be reclassified to the incorne statement:
Re-measurement of retirement benefits assets and obligations 8 17 13
Taxation on past-retirerment benefits movements 6 - (&)
Fair value movements on financial assets at fair value through CC) " [&3] 4
(B0 1
OCiwhich wiil be reclassified and reclassitfications:
Fair value gains and reclassification adjustments:
- deferred in the period on cash-flow and net investment hedges (82 82
- reclassified to iIncome statement on cash-flow and net investment hedges _ B ) ) ) B 2
S 7 ' i - - ' ' (77} 84
Foreign exchange (FX} movements net of recycling:
Exchange gains/(losses) on translation of foreign operations 278 (166}
Exchange gains recycled to the Incorne staternent on disposal of business B . - B {194] B -
G {166)
Totat other comprehensive income, net of taxation (77) {71
Total comprehjmive income e 77ﬂ; 24
Attributable to:
Smiths Group shareholders 957 214
Non-controlling interests 1 -
U 4., R L3
Total comprehensive income attributabie to Smiths Group shareholders arising from:
Continuing operations 13° 152
Discontinued operations 827 62
S S T T T 958 214

* Thecomparative yea* has been represented to inclutde Faw value movements or financial assete at fair value through GCI w thie the 'OCTwhichwill not be reclassdied (o the income

statement’ subtatal rather thanwithin the OCIwhicnwill be reclassibied and reciass fications suptotal Th.sreclassificatior has noimpact on total other comprehensive incame in the
comparative year ended 31 July 2021
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Consolidated balance sheet
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IJuly2022 3 July 2021

. Notes £m £m
NON-CURRENT ASSETS
Intangible assets i 1,088 1,498
Property, plant and equipment 12 243 212
Right of use assets 13 106 108
Financial assets - other investments 14 395 "
Retirement benefit assets 8 309 544
Deferred tax assets 6 95 92
Trade and other receivables 16 459 59
Financial derivatives 20 - 75
2,805 2,601
CURRENT ASSFTS
Inventories 15 570 381
Current tax receivable & ol 75
Trade and other receivables 16 738 630
Cash and cash equivalents 18 1,056 405
Financial derivatives 20 4 2
Assets held for sale 27 - 1,243
2,418 2736
TOTAL ASSETS 5,223 5,337
CURRENT LIABILITIES
Fimancial Liabilities:
- borrowings 18 (509} ()
— lease Liabilities 8 {29] (27)
- financial derivatives 20 {e7) {3}
Provisions 23 (88) {48)
Trade and other payables 7 (682) {530
Current tax payable 6 (ba) 8%
Liabilities held for sale 27 - (283)
(1,399 (787
NON-CURRENT LIABILITIES
Financial Liabilities:
- borrowings 18 {538 (1,372)
— lease Liabilities 18 (9L (?4)
- financial derivatives 2t (20} -
Provisions 22 {247) {241}
Retirement benefit obligations 8 {(118] (128
Corporation tax payable & {3l (5}
Deferred tax liabilities ¢ (6} (28)
Trade and other payables 17 {£6; (59}
o . o {1,103 0n.92n
TOTAL LIABILITIES S {2,502) {2,914
NET ASSETS 2,721 2,423
SHAREHOLDERS  EQUITY
Share capital 24 i34 149
Share premium account 165 363
Capital redemption reserve 2 i b
Revaluation reserve 26 - 1
Merger reserve 24 258 235
Cumulative translation adjustments 487 509
Retained earnings 1,659 1,367
Hedge reserve 26 {207, {228
Total shareholders’ equity 2,699 2,402
Non-cantrolling interest equity 26 22 21
2,721 2,423

TOTAL EQUITY

The accounts on pages 103 to 163 were approved by the Board of Directors on 22 Septernber 2022 and were signed on its behalf by:

Paul Keel Clare Scherrer
CHIEF FINANCIAL OFFICER

Fanl Keel Clare R, Schevrer

CHIEF EXECUTIVE GFFICER
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Consolidated statement of changes in equity

Share capitai

and sh_are Other
premium reserves
o Notes £m £m
At 31 July 2021 512 242
Profit for the year ' - -
Other comprehensive income:
- re-measurement of retirement benefits
after tax - -
- FX movements net of recycling - [N
- fair value gains and related tax - -
Total comprehensive income for the year ) (1)
Transactions relating to ownership
interests:
Issue of new equity shares 24 Z -
Purchase of shares by Employee Benefit
Trust - -
Proceeds from exercise of share options - -
Share buybacks 2 {(13) 13
Dividends:
- equity shareholders 25 - -
Share-based payment 3 -
At 31 July 2022 501 254
Share caprtat
and share Otner
premism reserves
Notes £m m
At 31 Juty 2020 510 242
Profit for the year - -
Other comprehensive income:
- re-measurement of retirement benefits
after tax - -
- FX movernents net of recycling - -
- fair value gains and related tax - -
Total comprehensive income for the year - -
Transactions relating to ownership
interssts:
Exercises of share options 2% 2 -
Receipt of capital from non-controlling
interest - -
Purchase of own shares 24 - -
Dividends:
- equity shareholders 25 - -
- non-controlling interest - -
Share-based payment 4 - -
At 31 July 2021 512 242
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. Nan-
Retained Hedge shareholders cnntroll“::g
earnings reserve funds interest
£m £m £m £m
1,367 (228} 2,402 2‘_I
1,033 - 1,033 2
157 - (17 -
j 103 81 1
(£3) on o e -
954 26 57 1
- _ ] -
N6 - {16} -
o - (511 -
1150) - (350)
14 - 14 -
1,659 (202} 2,699 22
Equly Non-
Retained Hedge snareholders controlling
earnings reserve furde interest
o £m ¥\ET‘7 ﬂi 7Em
1,259 (312} 2,373 21
284 - 284 1
7 - 7 -
- - {165) {1
4 84 88 -
295 84 214 -
_ - 2 -
- - - 1
(16) - (18} -
{185) - (185) -
- - - (1
14 - 14 _
1T 28 2427

106

Q

Total
equity
£m

2,423
1035

a7
a0
(140)
" 958

(18)

1

(511

(150}
14

2,721

Total
equity
£

2,394
285

(185}
(1
14

o n423
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Consolidated cash-flow statement

Net cash inflow from operating activities
Cash-flows from investing activities
Expenditure on capitalised development
Expenditure on otherintangible gssets
Purchases of property, plant and equipment
Disposals of property, plant and equipment
Capital returned by other investments
Acquisition of businesses

Investment in financial asset - discontinued operations

Proceeds on disposat of subsidiaries, net of cash disposed

Net cash-flow used in investing activities

Cash-flows from financing activities
Proceeds from exercise of share options
Share buybacks

Purchase of shares by Employes Benefit Trust

Proceeds received on exercise of employee share options

Settlement of cash-settied options
Dividends paid to equity shareholders
Lease payments

Reduction and repayment of borrowings

Cash inflow frem matured derivative financial instruments

Net cash-flow uéed infinancing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Movement in net cash held in disposal group
Foreign exchange rate movemenits

Cash and cash equivalents at end of year
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Cash and cash equivalents at end of year comprise:
- cash at bank and in hand
- short-term deposits

- bank overdrafts
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Year ended Year erded

3 July2022 31 July 2021
Notes £m £m
28 279 535
(22) (271

£} (12

(58) (78)

3 2

- 7

- (83}

- (14}

1.33) -

1,246 {205)

24 2 2
24 (511} -
26 {1&) (18)
1 -

(1 -

25 {150) {185)
{38 {44)

{295) -

23 4

{985} {239)

540 k|

405 366

48 (28)

62 (24)

18 1,055 405
247 21%

814 186

1,054 405

m -

1,055 405
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Basis of preparation

The accounts have been prepared in accordance with International
Accounting Standards in conformity with the requirernents of the
Cornpanies Act 2006.

The consolidated financial statements have been prepared under the
historical cost conventiaon madified to include revaluation of certain
financial instruments, share opticns and pension assets and liabilities,
held at fair value as described betow.

Going concern

The Directors are satisfied that the Group has adequate resources to
centinue to operate for a period not less than 12 months from the date
of approval of the financial staterments and that there are no material
uncertainties around their assessment. Accordingly, the Direciors
cottinue to adopt the gaing concern basis of accounting.

The Group’s business activities, together with the factors Ukely to
affect its future development, performance and position, are setout in
the Strategic Report on pages 5 to 55. The Group's financial position,
cash-flows, liguidity and borrowing facitities are described in the CFO
review section on pages 15 to 16.

Other factors considered by the Board as part of their going cancern
assessrment included the inherent uncertainties in cash-flow
forecasts. Based on the above, the Directors have concluded that
the Group is well placed to manage its financing and other business
risks satisfactorily, and they have a reasonable expectation that the
Group will have adequate resources to continue in operation for at
least 12 months from the signing date of these financial staternents.
They therefore cansider it appropriate to adopt the geing concern
basis of accaunting in preparing the financial staterments.

Key estimates and significant judgements
The preparation of the accounts in conformity with generally accepted
accounting principles requires management to make estimates and
judgements that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the
accounts and the reported amounts of revenues and expenses during
the reporting period. Actual results may differ from these estimates.

The key sources of estimation uncertainty together with the
significant judgements and assumptions used for these consolidated
financial statements are set out below.

Sources of estimation uncertainty

Impairment reviews of intangible assets

In carrying outimpairment reviews of intangible assets, a number
of significant assumptions have to be made when preparing cash-
flow projections to determine the value in use of the asset or cash
generating unit [CGU). These include the future rate of rmarket
growth, discount rates, the market demand for the products
acquired, the future profitability of acquired businesses or products,
levels of reimbursement, and success in obtaining regulatery
approvals. If actual results differ or changes in expectations arise,
impairment charges may be required which would adversely impact
operating results.

Critical estimates, and the effect of variances in these estimates. are
disclosed in note 11.

Retirement benefits

Determining the value of the future defined benefit obligaticn involves
significant estimates in respect of the assumptions used to calculate
presentvalues. These include future mortality, discount rate and
inflation. The Group uses previous experience and independent actuarial
advice to select the values for critical estimates. A portion of UK pension
liabilities are insured via bulk annuity policies which broadly match the
scheme obligation to identified groups of pensioners, These assats are
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valued by an external qualified actuary at the actuarial valuation of the
corresponding liability, reflecting this matching relationship.

The Group's principal defined benefit pension plans are in the UK
and the US and these have been closed so that no future benefits
are accrued. Critical estimates for these plans, and the effect of
variances in these estimates, are disclosed in note 8.

Provisions for Liabilities and charges

The Group has made provisions for claims and litigations where
it has had to defend itself against proceedings braught by other
parties. These provisions have been made for the best estimate
of the expected expenditure required to settle each obligation,
although there can be ng guarantee that such provisions {which
may be subject to potentially material revision from time to time}
will accurately predict the actual costs and liabilities thal rmay be
incurred. The most significant of these litigation provisions are
described below.

John Crane, Inc. (UCI}, a subsidiary of the Group, is one of many co-
defendants in litigation relating to products previously manufactured
which contained asbestos. Provision of £229m (FY2021: £212m) has
been made for the future defence costs which the Group is expected
to incur and the expected costs of future adverse judgements

against JCI. Whilst well-established incidence curves can be used to
estimate the likely future pattern of ashestos-related disease, JCI's
claims experience is significantly impacted by other factors which
influence the US litigation environment. These can include: changing
approaches on the part of the plaintiffs’ bar; changing attitudes
amongst the judiciary at both trial and appellate levels; and legislative
and procedural changes in both the state and federal court systems.
Because of the significant uncertainty associated with the future level
of asbestos claims and of the costs arising out of the related litigation,
there can be no guarantee that the assumptions used to estimate the
provision will result in an accurate prediction of the actual costs that
will be incurred.

In quantifying the expected costs JCI takes account of the advice of
an expert in ashestos liability estimation. The fellowing estimates
were made in preparing the provision calculation:

~ the period over which the expenditure can be reliably estimated
is judged to be ten years. based on past experience regarding
significant changes in the litigation environment that have
vecurred every few years and on the amount of time taken
in the past for some of those changes to impact the broader
asbestos litigation environment. See note 23 for a sensitivity
showing the impact on the provision of reducing or increasing
this time horizon;

the future trend of legal costs, the rate of future claims filed, the

rate of successful resolution of claims, and the average amount

of judgements awarded have been projected based on the past
history of JC) claims and well-established tables of asbestos
incidence projections, since this is the best available evidence.
Claims histary from ather defendants is not used to calculate the
provision because ICI's defence strategy generates a significantly
different pattern of legal costs and settlement expenses. See note 23
for a sensitivity showing the range of expected future spend.

Titeflex Corporation, a subsidiary of the Group in the Flex-Tek division,
has received a number of claims from insurance companies seeking
recompense on a subrogated basis for the effects of damage allegedly
caused by lightning strikes in relation to its flexible gas piping
product. It has also received a number of product liability claims
regarding this product, some in the form of purported class actions.
Titeflex Corporation believes that its products are a safe and effective
means of delivering gas wheninstalled in accordance with the
manufacturer’s instructions and local and national codes; however,
some claims have been settled on an individual basis without
admission of liability. Provision of £52m {FY2021: £47m) has been
made for the costs which the Group is expected to incur in respect of
these claims. In preparing the provision calculation, key estimates
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have been made ahout the impact of safe installation initiatives on the
level of future claims. See note 23 for a sensitivity showing the impact
on the pravision of reducing or increasing the expected impact.
However, because of the significant uncertainty associated with the
future level of claims, there can be no guarantee that the assumptions
used to estimate the provision will result in an accurate prediction of
the actual costs that may be incurred.

Taxation

The Group has recognised deferred tax assets of £103m

(FY2021: £144m) relating to losses and £69m (FY2021: £65m)
relating to the John Crane, Inc. and Titeflex Corporation litigation
provisions. The recagnition of assets pertaining to these items
requires management to make significant estimates as to the
likelihood of realisation of these deferred tax assets and the phasing
and attribution of future taxable profits. Thisis based on a number
of factors, which management use to assess the expectation that
the benefit of these assets will be realised, including expected
future levels of operating profit, expenditure on litigation, pension
contributions and the timing of the unwind of other tax pesitions.

Taxation liabilities included provisions of £38m (FY2021: £34m), the
majority of which related to the risk of challenge to the geographic
allocation of profits by tax authorities.

In addition to the risks provided for, the Group faces a variety of
other tax risks, which result from operating in a complex global
environment, including the ongeing reform of both international and
domestic tax rules, new and ongeing tax audits in the Group's larger
markets and the challenge to fulfil ongoing tax compliance filing

and transfer pricing obligaticns given the scale and diversity of the
Group's global operations.

The Group anticipates that a number of tax audits are likely to
conclude in the next 12 to 24 rnonths. Due to the uncertainty
associated with such tax iterns, it is possible that the conclusion
of open tax matters may result in a final outcome that varies
significantly from the amounts noted above.

Revenue recognition

Revenue is recognised as the perfermance obligations to deliver
products or services are satisfied and revenue is recorded based on
the amount of consideration expected to be received in exchange for
satisfying the performance obligations.

Smiths Detection and Smiths Interconnect have multi-year
contractuzl arrangements for the sale of goods and services.

Where these contracts have separately identifiable components with
distinct patterns of delivery and custorner acceptance, revenue is
accounted for separately for each identifiable component.

The Group enters into certain contracts for agreed fees that are
performed across mare than one accounting period and revenue is
recognised over time. Estimates are required at the balance sheet
date when determining the stage of completion of the contract activity.
This assessment requires the expected total costs of the contract and
the remaining costs to complete the contract to be estimated.

At 31 July 2022, the Group held contracts with a total value of £181m
{2021: £166m), of which £135m {2021: £99m) had been delivered and
£47m (2021: £67m) remains fully or partially unsatisfied. £37m of

the unsatisfied amount is expected to be recognised in the coming
year, with the remainder being recognised within twoyears. A 5%
increase in the remaining cost to complete the contracts would have
reduced Group operating profit in the current year by less than £2m
[2027: less than £2m).

Valuation of financial assets

Following the sale of Smiths Medical the Group has recognised
a financial asset for the fair value of the $100m zdditional

sales consideration that is contingent on the future share price
performance of the enlarged ICU Medical, Inc (ICU} business.
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The earnout requires the Group to retain beneficial ownership of
at least 1.25m ICU shares and for the ICU share price to average
%300 or more for any 30-day period during the first three years
post-completion, or for any 45-day perigd in the fourth year post-
completion.

An external valuation firm has been engaged to undertake Monte
Carlo valuation simulations in order to estimate the probability of the
future ICU share price exceeding $300. These valuation simulations
have determined a fair value of £19m {US$23m).

Significant jJudgements made in applying
accounting policies

Business combinations

On the acquisition of a business, the Group has to make judgements
on the identification of specific intangible assets which are
recegnised separately from goodwill and ther amortised over their
estimated useful lives. These include itemns such as brand names
and customer lists, to which value is first attributed at the time

of acquisition. The capitalisation of these assets and the related
amartisation charges are based on judgements about the value and
ecanomic life of such items.

Where acquisitions are significant, appropriate advice is sought
from professional advisers before making such allocations.

Where the Group has a contractual option to acquire a businass in
the future, management have applied judgement in determining
whether it has substantive voting rights in the business and whether
the business should be accounted for as a subsidiary or asscciate.
In applying these judgements, management have reviewed whether
the option and any related legal/commercial agreements provide
the Group with power or significant influence over the business

and have assessed whether there are any barriers that prevent the
Group frorm exercising these rights.

Retirement benefits

At 31 July 2022 the Group has recognised £309m of retirement
benefit assets (FY2021; £546m) and a net pension asset of £194m
(FY2021: £413m}, principally relating to the Smiths Industries Pension
Scheme ['SIPS'], which arises from the rights of the employers to
recover the surplus at the end of the life of the scheme.,

The recognition of this surplus is a significant judgement. There is
judgement required in determining whether an unconditional right of
refund exists based on the provisions of the relevant trust deed and
rules. Having taken legal advice with regard to the rights of the Group
under the relevant Trust deed and rules, it has been determined

that the surplus is recoverable by the Group and therefore can be
recognised. In particular, in the ordinary course of business, the
trustees of the scheme do not have a unilateral power to terminate
and wind-up the scheme or augment benefits. If the pension scheme
was wound up while it still had members, the scherme would need

to buy out the benefits of all members. The buyout would cost
significantly more than the carrying vatue of the scheme liabilities
within these financial staternents which are calculated in accordance
with [AS 19: Employse benefits.

Capitalisation of development costs

Expenditure incurred in the development of major new products is
capitalised as internally generated intangible assets only when it has
been judged that strict criteria are met, specifically in relation to the
products’ technical feasibility and commercial viabitity {the ability to
generate probable future economic benefits).
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The assessment of technical feasibility and future commercial

viability of development projects requires significant judgement and

the use of assumptions. Key judgements made in the assessment of

future commercial viability include:

- Scope of work to achieve regulatory clearance (where required; -
including the level of testing evidence and decumnentation;

- Competitor activity - including the impact of potential competitor
product launches on the market place and customer demand; and

- Launch timeline - including time and resource required to
establish and support the commercial launch of a new product.

Taxation

As stated in the previous section 'Sources of estimation
uncertainty'. the Group has recognised deferred tax assets of
£103m (FY2021: £144m) relating te losses and £69m (FY2021: £65m)
relating to the John Crane, Inc. and Titeflex Corporation Litigation
provisions. The decision to recognise deferred tax assets requires
judgement in determining whether the Group will be able to utilise
historical tax losses in future periods. It has been concluded

that there are sufficient taxable profits in future periads to

support recognition.

The Group has also applied judgement in the decisions made to
recognise provisions against uncertain tax positions; please see
note 6 for further details.

Presentation of headline profits and

arganic growth

In order to provide users of the accounts with a clear and consistent
presentation of the performance of the Group's ongoing trading
activity, the income staternent is presented in a three-column
format with "headline' profits shown separately from non-headline
items. In addition, the Group reports crganic growth rates fer sales
and profit measures.

See note 1 for disclosures of headline operating profit and note 29
for more information about the alternative performance measures
VAPMs') used by the Group.

Judgement is required in determining which items should be
included as non-headline, The amortisation/impairment of acquired
intangibles, legacy liabilities, material cne-off iterns and certain
re-measurements are included in a separate column of the income
statement. See note 3 for a breakdewn of the items excluded from
headline profit.

Calculating arganic growth also requires judgement.

Organic growth adjusts the movemnent in headling perfarmance to
exclude the impact of foreign exchange, restructuring costs and
acquisitions. This definition of organic growth is the same as that
used for underlying growth in previous accounting periods.

Significant accounting policies

Basis of consolidation

The Group's consolidated accounts include the financial staternents
of Smiths Group plc {the 'Company’t and all entities controlled by the
Company {its subsidiaries}. A list of the subsidiaries of Smiths Group
plcis provided on pages 180 to 186.

The Company controls an entity when it {i} has power over the entity;
(i} is exposed or has rights to variable returns from its involvernent
with the entity; and (iii) has the ability to affect those returns through
its power over the entity. The Group reassesses whether or not it
controls a subsidiary if facts and circumstances indicate that there
are changes to one or more of these three elements of control.
Subsidiaries are fully consolidated from the date on which contralis
obtained by the Carnpany to the date that control ceases.
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Where the Group loses control of a subsidiary. the assets and
liabilities are derecognised along with any related non-controlling
interest and cther camponents of equity. Any resulting gain or loss
is recognised in the income statement. Any interest retained in the
former subsidiary is measured at fair value when control is lost.

The nan-controlling interests in the Group balance sheet represent
the share of net assets of subsidiary undertakings held outside the
Graup. The movernent in the year comprises the profit attributable
to such interests together with any dividends paid, movements in
respect of corporate transactions and related exchange differences.

Interests in associates are accounted for using the equity method.
They are initially recognised at cost, which includes transaction
costs. Subsequent to initial recognition, the Group financiat
statements include the Group's share of the profit or loss and other
comprehensive income of equity-accounted investees, until the date
on which significant influence ceases.

All intercompany transactions, balances, and gains and losses
on transactions between Group companies are eliminated
on consolidation.

Foreign currencies

The Company’s presentational currency and functional currency is
sterling. The financial position of all subsidiaries and associates that
have a functional currency different from sterling are transiated into
sterling at the rate of exchange at the date of that balance sheet, and
the income and expenses are translated at average exchange rates
for the period. All resulting foreign exchange rate movements are
recognised as a separate componant of equity,

On consolidation, foreign exchange rate movernents arising from
the translation of the net investment in foreign entities, and of
borrowings and other currency instruments designated as hedges
of such investments, are taken to shareholders’ equity. When a
fareign operation is sold, the cumulative amount of such fereign
exchange rate movements is recognised in the income statement as
part of the gain or loss on sale.

Foreign exchange rate movements arising on transactions are
recognised in the income statement. Those arising on trading are
taken to operating profit; those arising on borrowings are classified
as finance income or cost.

Revenue

Revenue is measured at the fair value of the consideration received,
net of trade discounts (including distributor rebates) and sales
taxes. Revenue is discounted only where the impact of discounting
is material.

When the Group enters into complex contracts with multiple,
separately identifiable components, the terms of the contract

are reviewed to determine whether or not the elements of the
contract should be accounted for separately. If 3 contract is being
split inte multiple components, the contract revenue is atlocated

to the gifferent components at the start of the contract. The basis

of allocation depends on the substance of the contract. The Group
considers relative stand-alone selling prices, contractual prices and
relative cost when allocating revenue.

The Group has identified the following different types of revenue:

{i} Sale of goods recognised at a point in time - generic products
manufactured by Smiths

Generic products are defined as either:

- Products that are not specific to any particutar customer;

- Products that may initially be specific to a customer but can be

reconfigured at minimal cost, i.e. retaining a margin, for sale to an
alternative customer; or
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- Products that are specific to a customer but are manufactured at
Smiths risk, i.e. we have no right to payment of costs plus margin
if the customer refuses to take control of the goods.

For established products with simple installation requirements,
revenue is recognised when control of the product is passed to

the custorner. The point in time that control passes is defined in
accordance with the agreed shipping terms and is determined on
a case by case basis. The time of despatch or delivery of the goods
to the customer is normally the peint at which invoicing occurs.
However far some generic preducts, revenue is recognised when
the overall performance obligation has been completed, whichis
often after the customer has completed its acceptance procedures
and has assumed control,

Products that are sold under multiple element arrangements, i.e.
contracts involving a combination of products and services, are
bundled into a singte performance obligation unless the customer
can benefit from the goods or services either on their own, or
together with other resources that are readily available to the
customer and are distinet within the context of the contract.

For contracts that pass control of the product to the customer only
on completion of installation services, revenue is recognised upon
completion of the installation.

An abligation to replace or repair faulty preducts under the standard
warranty terms is recognised as a provision. If the contract includes
terms that either extend the warranty beyond the standard term

or imply that maintenance is provided to keep the preduct werking,
these are service warranties and revenue is deferred to cover the
performance obligation in an amount equivalent to the stand-alone
selling price of that service.

(i) Sale of goods recognised over time - customer-specific

products where the contractual terms include rights to payment

for work performed to date

Customer-specific products are defined as being:

- Products that cannot be reconfigured ecenomically such that it
remains profitabie to sell to another customer;

- Products that cannot be sold to another custormer due to
contractual restrictions; and

- Products that allow Smiths to charge for the work perforrmed to
date in an amount that represents the costs incurred to date plus a
margin, should the customer refuse to take control of the gaods.

For contracts that meet the terms iisted above, revenue is
recognised over the periad that the Group is engaged in the
manufacture of the product, caleulated using the input method
based on the amount of costs incurred to date compared to the
overall costs of the contract. This is considered to be a faithful
depiction of the transfer of the goods to the customer as the costs
incurred, total expected costs and total order value are known.
The time of despatch or delivery of the goods to the customer is
normally the point at which invoicing occurs.

An obtigation to provide a refund for faulty products under the
standard warranty terms is recognised as a provision. If the contract
includes terms that either extend the warranty beyond the standard
term or imply that maintenance is provided to keep the product
working, these are service warranties and revenue is deferred to
cover the performance obligation in an amount eguivalent to the
stand-alone selling price of that service.
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(i) Services recognised over time - services relating to the
installation, repair and ongoing maintenance of equipment
Services include installation, commissioning, testing, training,
software hosting and maintenance, product repairs and contracts
undertaking extended warranty services.

For complex installations where the supply of services cannot be
separated from the supply of preduct, revenue is recegnised upon
acceptance of the combined performance obligation (see Sale of
goods (i} above).

For services that can be accounted for as a separate performance
obligation, revenue is recognised over time, assessed on the basis of
the actual service provided as a proportion of the total services

to be provided.

Depending on the nature of the contract, revenue is recognised

as follows:

- Installation, commissioning and testing services (when neither
linked to the supply of product nor subject to acceptance} are
recognised rateably as the services are provided;

- Training services are recognised on completion of the
training course;

- Software hosting ang maintenance services are recognised
rateably over the life of the contract;

- Product repair services, where the product is returned to Smiths
premises for remedial action, are recognised when the productis
returned to the custormner and they regain control of the asset;

- On-site ad hoc product repair services are recognised rateably as
the services are performed;

- Long-term product repair and maintenance contracts are
recognised rateably over the contract term; and

- Extended service warranties are recognised rateably over the
contract term.

Invoicing for services depends on the nature of the service provided
with some services charged in advance and others in arrears.

Where contracts are accounted for under the revenue recognised
over time basis, the proportion of costs incurred is used to
determine the percentage of contract completion.

Contracts for the construction of substantial assets, which normally
last in excess of ane year, are accounted for under the revenue
recognised over time basis, using an input method.

For fixed-price contracts, revenue is recognised based upon an
assessment of the amount of cost incurred under the contract,
compared to the total expected costs that will be incurred under
the contract. This calcutation is applied cumulatively with any over/
under recognition being adjusted in the current period.

For cost-plus contracts, revenue is recognised based upon costs
incurred to date plus any agreed margin.

For both fixed-price and cost-plus contracts, invoicing is normally
based on a schedule with milestone payments.

Contract costs

The Group has taken the practical expedient of not capitalising
centract costs as they are expected to be expensed within one year
from the date of signing.
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Leases

The Group recognises right of use assets at the commencernent
date of the lease. Right of use assets are measured at cost including
the amount of lease liabilities recognised and initial dirgct costs
incurred, less any incentives granted by the lessor. Right of use
assels are depreciated over the shorter of the lease term and the
useful life of the right of use assets, unless there is a transfer of
ownership or purchase cption which is reasonably certain to be
exercised at the end of the lease term, in which case depreciation

is charged over the useful life of the underlying asset. Right of use
assets are subject to impairment.

Leases of buildings typically have lease terms between 1 and

& years, while plant and machinery generally have lease terms
between 1 and 3 years. The Group also has certain leases of
machinery with lease terms of 12 months or less and leases of office
equipment with low value (typically below £5,000}. The Group applies
the ‘short-term lease’ and ‘lease of low-value assets’ recognition
exemnptions for these leases and recognises the lease payments
associated with these leases as an expense on a straight-line basis
aver the lease term.

Taxation

The charge for taxation is based on profits for the year and

takes into account taxatian deferred because of tempaorary
differences between the treatment of certain itemns for taxation and
accounting purposes.

Currentincome tax assets and liabilities are measured at

the amount expected to be recovered from or paid to taxation
authorities. Tax benefits are not recognised unless it is likely that
the tax positichs are sustainable. Tax positions taken are then
reviewed to assess whether a provision sheuld be made based on
prevailing circurmstances. Tax provisions are included in current tax
liabilities. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted, at the reporting
date in the countries where the Group operates and generates
taxable income,

The Group operates and is subject to taxation in many countries,
Tax legislation is different in each country, is often complex and

is subject to interpretation by management and government
authorities. These matters of judgement give rise to the need to
create provisions for uncertain tax positions which are recognised
when itis considered more likely than not that there will be a
future outflow of funds to a taxing authority. Provisions are made
against individual exposures and take into account the specific
circumstances of each case, including the strength of technical
arguments, recent case (aw decisiens or rulings on similar issues
and relevant external advice,

The amounts are measured using one of the following methods,
depending on which of the methods the Cirectors expect will better
reflect the amount the Group will pay to the tax authority:

- The single best estimate method is used where there is a single
outcorne that is more likely than not to occur. This will happen. for
example, where the tax cutcome is binary or the range of possible
outcomes is very limited;

- Alternatively, a probability weighted expected value is used
where, on the balance of probabilities, there will be a payment to
the tax authority but there are a number of possible outcomes.

In this case, a probability is assigned to each of the cutcomes
and the amount provided is the sum of these risk-weighted
amounts. In assessing provisions against uncertain tax positions,
management uses in-house tax experts, professional firms and
previous experience of the taxing authority to evaluate the risk.
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Deferred tax is provided in full using the balance sheet liability
method. A deferred tax asset is recognised where it is probable that
future taxable income will be sufficient to utilise the available relief,
Tax is charged or credited to the income statement except when it
relates to items charged or credited directly to equity, in which case
the tax is also dealt with in equity.

Deferred tax is provided on temporary differences arising on
investrments in subsidiaries and associates, except where the timing
of the reversal of the temporary differences is cantrolled by the
Company and it is probable that the temporary difference will not
reverse in the foreseeable future.

Deferred tax liahilities and assets are not discounted.

Employee benefits

Share-based compensation

The fair value of the shares or share options granted is recognised
as an expense over the vesting period to reflect the value of the
emptoyee services received. The fair value of options granted,
excluding the impact of any non-market vesting conditions, is
calculated using established option pricing models, principally
binomial rmaodels. The probability of meeting non-market vesting
conditions, which include protitability targets, is used to estimate the
number of share aptions which are likely to vest.

For cash-settled share-based payment, a tiability is recognised
based on the fair value of the payment earned by the balance sheet
date. For equity-settled share-based payment, the corresponding
credit is recognised directly in reserves.

Pension obligations and post-retirement benefits

Pensions and simitar benefits (principally healthcare] are accounted
for under 1AS 19. The retirement benefit obligation in respect of the
defined benefit plans is the liahility the present value of all expected
future abligations) less the fair value of the plan assets.

The income staternent expense is allocated between current service
costs, reflecting the increase in Liability due to any benefit accrued
by employees in the current periad, any past service costs/credits
and setilement losses or gains which are recognised immediately,
and the scheme administration costs.

Actuarial gains and losses are recognised in the statement

of comprehensive income in the year in which they arise.

These comprise the impact on the liabilities of changes in
demegraphic and financial assumnptions compared with the start of
the year, actual experience being different to assumptions and the
return on plan assets being above or below the amount included in
the net pension interest cost.

Paymerits to defined contribution schemes are charged as an
incormne staternent expense as they fall due.

Intangible assets

Geoodwill

Goodwill represents the excess of the cost of an acquisition over the
fair value of the Group's share of the identifiable net assets of the
acquired subsidiary at the date of acquisition.

The goodwill arising from acguisitions of subsidiaries after 1 August
1998 is included in intangible assets, tested annually for impairment
and carried at cost less accumulated impairment losses. Gains and
losses on the disposal of an entity include the carrying amount

of goodwill relating to the entity sold. The goodwill arising from
acquisitions of subsidiaries before 1 August 1998 was set against
reservesin the year of acquisition.
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Goodwitl is tested for impairment at least annually. Should the test
indicate that the net realisable value of the CGU is less than current
carrying value, animpairment loss will be recegnised immediately
in the income statement. Subsequent reversals of impairment
losses for goodwill are not recognised.

Research and development

Expenditure on research and develepment is charged to the income
statement in the year in which it is incurred with the exception of:

- Amounts recoverable from third parties; and

- Expenditure incurred in respect of the development of major
new products where the outcome of those projects is assessed
as being reasonably certain as regards viability and technical
feasibility. Such expenditure is capitatised and amortised over
the estimated period of sate for each product, cornmencing in the
year that the product is ready for sale. Amortisation is charged
straight line or based en the units produced, depending on the
nature of the product and the availahility of reliable estimates
of production volumes.

The cost of development projects which are expected to take
a substantial period of time to complete includes attributable
borrowing costs.

Intangible assets acquired in business combinations
The identifiable net assets acquired as a result of a business
combination may include intangible assets other than goodwill.
Any such intangible assets are amortised straight line over their
expacted useful lives as follows:

batents. Ucénceg T
and trademark;

up to 20 years
up to 13 years
upto 11years

Technology
Custorner relationships

The assets’ useful lives are reviewed, and adjusted if appropriate,
at each balance sheet date.

Software, patents and intellectual property
The estimated useful lives are as follows:

Software up to 7;ea:s.
shorter of the economic life
and the period the right is

legally enforceatle

Patents and intellectual
praperty

The assets useful lives are reviewed, and adjusted if appropriate,
at each balance sheet date.

Property, plant and equipment
Property, plant and equipment are stated at historical cost less
accumulated depreciation and any recognised impairment losses.

Land is not depreciated. Depreciation is provided on other assets
estimated to write off the depreciable amount of relevant assets
by equal annual instalments over their estimated useful lives.

In general, the rates used are:

Freehold and lo_ng -

leasehold buildings 2% per annum
over the period of the (ease

10% to 20% per annum

Short leasehold property
Plant, machinery, etc.
Fixtures, fittings, tools and

other equipment 10% to 33% per annum

The cost of any assets which are expected to take a substantial
period of time to complete includes attributable borrowing costs.

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriale, at each belance sheet date. An asset’s
carrying amount is written down immediately to its recoverable
amount if the asset's carrying amount is greater than its estimated
recaverable amount.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using the first-in, first-out (FIFQ) method.

The cost of finished goods and work in progress comprises raw
materials, direct labour, other direct costs and related production
overheads (based on normal operating capacity). The cost of iterns
of inventory which take a substantial period of time to complete
includes attributable borrowing costs.

The net realisable value of inventorias is the estimated selling price
in the ordinary course of business, less applicable variable selling
expenses. Provisions are made for any slow-moving, obsolete or
defective inventories.

Trade and cther receivables

Trade receivables and contract assets are initially recognised at
fair value and subsequently measured at amortised cost, less any
appropriate provision for expected credit losses.

A provision for expected credit losses is established when there is
objective evidence that it will not be possible to collect all amounts
due according to the original payment terms. Expected credit losses
are determined using historical write-offs as a basis, with a default
risk multiplier applied to reflect country risk premium. The Group
applies the IFRS ¢ simplified lifetime expected credit loss approach
for trade receivables and contract assets which do not contain a
significant financing component.

Provisions

Pravisions are recognised when the Group has a present obligation
{legal or constructive) as a result of a past event, it is probable

that an outflow of resources embodying economic benefits will

be required to settle the obligation, and a reliable estimate can be
made of the amount of the obligation. Where the Group expects
some or all of a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recognised as a separate
asset but only when the reimbursement is virtually certain.

Provisions for warranties and product liability, disposal indemnities,
restructuring costs, property ditapidations and legal claims

are recognised when: the Company has a legal or constructive
obligation as a result of a past event; it is probable that an cutflow of
resources will be required to settle the obligation; and the amount
has been reliably estimated. Provisions are not recognised for future
operating losses.

Provisions are discounted where the time value of money
is material.

Where there is a nurmber of similar cbligations, for example where
awarranty has been given, the likelihood that an outflow will be
required in settlement is determined by considering the class

of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect fo any one itern included in the
same class of obligations may be small.
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Businesses held for sale

Businesses classified as held for sale are measured at the lower of
carrying amount and fair value less casts to sell. Impairment losses
on initial classification as held for sale and gains or losses on
subsequent remeasurements are included in the income statement.
No depreciation is charged on assets and businesses classified as
held for sale.

Businesses are classified as held for sale if their carrying amount

will be settled principally through a sale rather than through

continuing use and the following criteria are met:

- The business must be a separate major line of business,
available for immediate sale in its present condition;

- Management is committed to the plan to sell the business and an
active programme to locate a buyer and complete the plan must
have been initiated;

- The disposal group must be actively marketed for sale at a price
that is reasonable in relation to its current fair value;

- Shareholder and regulatory approval is highly probable and the
planis unlikely to be significantly changed or withdrawn; and

- Sale is expected to be completed within 12 months of the balance
sheet date,

The assets and liabilities of businesses held for sale are presented
as separate lines on the balance sheet.

Discontinued cperations

Adiscontinued operation is either:

- A component of the Group’s business that represents a separate
maijor line of business or geographical area of operations that has
been disposed of, has been abandoned or meets the criteria to be
classified as held for sale; or

- Abusiness acquired solely for the purpose of selling it.

Discontinued operations are presented on the income statement
&s a separate line and are shown net of tax.

In accordance with IAS 21, gains and losses on intra-group
manetary assets and liabilities are not eliminated. Therefore foreign
exchange rate movements on intercompany loans with discontinued
cperations are presented on the income statement as non-headline
finance costitems.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand and
highly liquid interest-bearing securities with maturities of three
months or less,

In the cash-flow statement, cash and cash equivalents are shown
net of bank overdrafts, which are included as current borrowings
in tiabilities on the balance sheet.

Financial assets

The classification of financial assets depends on the purpose for
which the assets were acquired. Management determines the
classification of an asset at initial recognition and re-evaluates

the designation at each reporting date. Financial assets are
classified as: measured at amortised cost, fair value through other
comprehensive income ar fair value through profit and loss.
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Financial assets primarily include trade receivables, cash ana
cash equivalents {comprising cash at bank, money market funds,
and short-term deposits), short-term investments, derivatives
(foreign exchange contracts and interest rate derivatives) and
unlisted investrments.

- Trade receivables are classified either as "held to collect’ and
measured at amortised cost or as 'held to collect and sell” and
measured at fair value through other ccomprehensive income
(FVOCI). The Group may sell trade receivables due from certain
custormers before the due date. Any trade receivables from such
customers that are not sold at the reporting date are classified as
‘held to collect and sell’;

- Cash and cash equivalents (consisting of balances with banks and
other financial institutions, money-market funds and short-term
deposits} and short-term investinerits are subject to low market
risk. Cash balances and short-term investments are measured at
amortised cost. Money market funds and short-term deposits are
measured at fair value through profit and loss (FVPL);

- Derivatives are measured at FVPL;
- Listed and unlisted investments are measured at FY0C!; and
- Deferred contingent consideration are measured at FVPL.

Financial assets are derecognised when the right to receive cash-
flows from the assets has expired, or has been transferred, and the
Group has transferred substantially all of the risks and rewards of
ownership. When securities classified as available for sale are sold
orimpaired, the accumulated fair value adjustrents previously
taken to reserves are included in the income statement.

Financial assets are classified as current if they are expected to be
realised within 12 rnonths of the balance sheet date.

Financial liabilities

Borrowings are initially recognised at the fair value of the proceeds,
net of related transaction costs. These transaction costs, and any
discount or premium on issue, are subsequently amortised under
the effective interest rate method through the income statement as
interest over the life of the loan and added to the liability disclosed
in the batance sheet. Related accrued interestis inctuded in the
borrowings figure.

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least
ane year after the balance sheet date.

Derivative financial instruments and hedging activities
The Group uses derivative financial instruments to hedge its
exposures fo foreign exchange and interest rates arising from its
operating and financing activities.

Derivative financial instruments are initially recognised at fair value
on the date a derivative contract is entered into and are subsequently
re-measured at their fair value. The method of recognising any
resulting gain or loss depends on whether the derivative financial
instrurnent is designated as a hedging instrument and, if so, the
nature of the itern being hedged.

Where derivative financial instrurments are designated into hedging
relationships, the Group formally documents the foilowing:

- the risk management objective and strategy for entering
the hedge;

- the nature of the rizks being hedged and the economic
relationship between the hedged item and the hedging
instrument; and

- whether the change in cash-flows of the hedged item and hedging
instrument are expected to offset each other.

Changes in the fair vatue of any derivative financial instruments that
do not qualify for hedge accounting are recognised immediately in
the income statement.
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Fair value hedge

The Gruup uses derivalive financial ingtruments to convert part ot
its fixed rate debt to floating rate in order to hedge the risks arising
from its external borrowings.

The Group designates these as fair value hedges of interest rate
risk. Changes in the hedging instrument are recorded in the
income statement, together with any changes in the fair values of
the hedged assets or liabilities that are attributable to the hedged
risk to the extent that the hedge is effective. Gains or losses
relating to any ineffectiveness are immediately recognised in the
incorne statement,

Cash-flow hedge

Cash-flow hedging is used by the Group to hedge certain exposures
to variability in future cash-flows

The effective portions of changes in the fair values of derivatives that
are designated and qualify as cash-flow hedges are recognised in
equity. The gain or loss relating to any ineffective portion is recognised
immediately in the income statement. Amounts accumulated in the
hedge reserve are recycled in the income statement in the periods
when the hedged iterns will affect profit or loss (for example, when the
forecast sale that is hedged takes place).

If a farecast transaction that is hedged results in the recognition of
a non-financial asset (for example, inventory) or a liability, the gains
and losses previously deferred in the hedge reserve are transferred
from the reserve and included in the initial measurement of the
cost of the asset or liahility. When a hedging instrument expires
oris sold, or when a hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in the hedge
reserve at that time remains in the reserve and is recognised

when the forecast transaction is ultimately recognised in the
income statement.

When a forecast transaction is no longer expected to accur, the
cumulative gain or loss that was reported in other comprehensive
income is immediately transferred to the income statement.

Net investment hedge

Hedges of net investrments in foreign operations are accounted

for similarly to cash-flow hedges. Any gain or loss on the hedging
instrument relating to the effective portion of the hedge is
recagnised in other comprehensive income; the gain or loss relating
to any ineffective portion is recognised immediately in the income
staternent. When a foreign operation is disposed of, gains and losses
accurmnulated in equity related to that operation are included in the
income statement far that period.

Fair value of financial assets and liabilities

The fair values of financial assets and financial liabilities are the
arnounts at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or
liquidation sale.

IFRS 13: Fair value measurement requires fair value
measurements to be classified according to the following hierarchy:
- Level 1 - quoted prices in active markets for identical assets
or liabilities;
- Level Z - valuations in which all inputs are cbservable either
directly (i.e. as prices) or indirectly (.e. derived from prices}; and

- Level 3 - valuations in which one or more inputs that are
significant to the resulting value are not based on observable
market data.

See note 21 fer infermation on the methods which the Group usesto
estimate the fair values of its financial instruments.

02 STRATEGIC REPORT

03 GOVERNANCE

04 FINANCIAL STATEMENTS 115

<> Q

Dividends

Dividends are recognised as a liability in the period in which they
are authorised. The interim dividend is recoegnised when itis paid
and the final dividend is recognised when it has been approved by
shareholders at the Annual General Meeting.

New accounting standards effective 2022

No new accounting standards have been adopted in the financial
year. The accounting policies adopted in the preparation of these
consolidated financial statements are cansistent with those followed
in the previcus financial year.

New standards and interpretations
not yet adopted

No other new standards, new interpretations or amendments
to standards or interpretations have been published which
are expected to have a significant impact on the Group’s
financial statements.

Parent Company

The ultimate Parent Company of the Group is Smiths Group ple,
a company incorporated in England and Wales and listed on the
London Stock Exchange.,

The accounts of the Parent Company, Smiths Group plc, have been
prepared in accordance with the Companies Act 2004 and Financial
Reporting Standard 101, ‘Reduced Disclosure Framework.

The Company accounts are presented in separate financial
statements on pages 171 to 179. The principat subsidiaries of the
Parent Company are listed in the above accounts.



SMITHS GROUP PLC ANNUAL REPORT FY2022  0f OVERVIEW 02 STRATEGIC REPORT 03 GOVERNANCE 04 FINANCIAL STATEMENTS 116

(> = Q
NOTES TO THE ACCOUNTS

1 Segment information

Analysis by cperating segment

The Group is organised into four divisions: John Crane, Smiths Detection, Flex-Tek and Smiths Interconnect. These divisions design,

manufacture and suppart the following products:

- John Crane - mechanical seals, seal support systems, power transmission couplings and specialised filtration systems;

- Smiths Detection - sensaors and systems that detect and identify explosives, narcotics, weapans, chernical agents, biohazards and centraband;

- Flex-Tek - engineered companents, flexible hosing and rigid tubing that heat and move fluids and gases; and

- Smiths Interconnect - specialised electronic and radio frequency board-level and waveguide devices, connectors, cables, test sockets and
sub-systems used in high-speed, high reliability, secure connectivity applications.

The position and performance of each division are reported at each Board meeting to the Board of Directors. This information is prepared
using the same accounting policies as the consolidated financial information except that the Group uses headtine aperating profit to monitor
the divisional resiilts and aperating assets to monitor the divisional pesition. See note 3 and note 29 for an explanation of which iterns are
exctuded from headline measures.

The sale of the Group's Smiths Medical business was completed on 6 January 2022 and the results of Smiths Medical are disclosed as a
discontinued operation in note 27. intersegment sales and transfers are charged at arm’s length prices.

Segment trading performance

Year ended 31 July 2022

John Smiths Smiths Corpora-t-e
Crane Detection Flex-Tek Interconnect costs Total
. . . fm __fm  fm &M Em  Em
Revenue - - 9¢1 655 ¢47 363 - 2565
Divisional headline operating profit 188 73 133 65 - 455
Corporate headline operating costs - - - - {42] (42
Headline operating profit/{less) 188 73 133 65 42) 017
iterns excluded from headline measures (note 3) {21) (37 (27 o (214) (300
Operating profit/(loss) 167 3 16 bk {256) 17

Year ended 31 July 2027

Jonn Smiths Smitks Corporate
Crare Detectior Flex-Tek  Interconnect costs Total
€m £m £m £m £m £m
Reveruz w5 721 508 312 T 206
Divisionat hezdline operating prafit 187 99 97 35 - 418
Corporate headline operating costs - - - - (46} (46)
Headline operating profit/{loss) 187 99 97 35 (48] a72
iterns excluded fram headline measures (note 3} {3} (22} (14) )] (8) {46)
Operating profit/{loss) 184 77 83 3% {s2) 326

Operating profit is stated after charging {crediting) the following itemns:
Year ended 31 July 2022

Smiths Smiths Corporate and
JohnCrane Detection Fiex-Tek Interconnect no¢n-headline Total
£m £m Em im £m €m
Deprecia'tion - property, ;;Lamt and equipr_ne*nt T T 5 1 7 B 1 38
Depreciation - right of use assets 5 7 5 Z i 50
Amortisation of capitalised development costs - 2 - - 3
Amortisaticn of software, patents and intellectual property 2 ! - 2 1
Amortisation of acquired intangibles - - - - 3% e
Share-based payment 3 ¢ z & 7
Russia impairment charges and retated closure costs 3 10 - - - =

Transition services cast reimbursement - - - - 1] )

Yeare~dea 3" Juy 2021

Smths Smiths  Co-porateanc

Johr Crane Detection Flex-Tew  Intercannect  ngr-headine Tatat

[ 2l Emi (2] £m £m Em

Depreciation - property, plant and equipment 15 12 & b 1 40
Depreciation - right of use assets 14 7 4 5 2 a2
Amortisation of capitalised development costs - 7 - - - 7
Amortisation of software, patents and intellectual property 3 1 - 2 1 7
Amortisation of acquired intangibites - - - - 53 53
Share-based payment 3 2 1 1 6 13
Strategic restructuring costs 4 6 - 10 1 21

The corporate and nan-headline column comprises central information technology, human resources and headguarters costs and non-headline
expenses (see note 3).
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Segment assets and liabilities

Segment assets
7 31 July 2022
Smiths Smiths Carporateand
JohnCrane Detection Flex-Tek Interconnect non-headline Total
£m £m £m £m £m £m
Property, plant, equipment, right of use assets, development projects
other intangibles and investments 167 127 B4 54 399 83t
Inventory, trade and other receivables 429 524 246 167 B3 _1_,377
Segment assets 596 651 328 221 412 2,208
31 Juty 2021
Smiths Smiths  Corporate and
John Crane Detection Flex-Tek Interconnect non-headline Total
£m £m o £m £m £m £m
Praperty, ptant, equipment, right of uze assets, developrent projects,
otherintangibles and investments 152 "7 75 44 18 406
Inventory, trade and other receivables 356 417 160 127 10 1,070
Segment assets 7 508 534 235 171 28 1,476

Nan-headline assets comprise receivables relating to non-headline items, acquisitions and disposals.

Segment liabilities
31 July 2022
Smiths Smiths Corporateand
JohnCrane Detection Flex-Tek Interconnect non-headline Total
€m Em £m Em £m £m
Divisional liabilities {155} (347) (1) {85) - {678)
Corporate and non-headline liabilities e - = (3‘85) _ {38p)
Segment liabilities (155) (347) {91) _(85) (385) {1,063
31 July 2021
Smiths Smiths  Corporate and
John Crane Detection Flex-Tek Interconnect  non-headline Tatal
£m £m €m £m £m £m
Dwisional lizbilities (137 (274} (68} (&1 - (540)

Corporate and non-headline labilities - - - (336) (336}

Segment liabilities ' B [y I v+ ) 68 {61 (338)  (87¢)

Non-headline liabilities cornprise provisians and accruals relating to non-headline iterns, acquisitions and disposals.

Reconciliation of segment assets and Liabilities to statutory assets and liabilities

Assets Liabilities

3 July 31 July I July 3 July

2022 2021 2022 2021

£m £m £m £m

Segment assets and liabilities - 2,208 1,476 (1,063 (876)
Goodwill and acquired intangibles 1501 1,423 - -
Derivatives 4 77 {47} (3}
Current and deferred tax 145 167 {111} (122
Retirement benefit assets and opligations 309 346 1119 {128)
Cash and borrowings 1,056 405 (1168 (1.502)
Assets and liabilities held for sale E 1243 - (283)
Statutory assets and liabilities 5,223 5,337 (2,502) (2,914)

Segment capital expenditure
The capital expenditure on property, plant and equipment, capitalised development and other intangible assets for each division is:

Smiths Sriths Corporale and

John Crane Detection Flex-Tek  Interconnect  non-headline Total
£m £m £m Em £m £m
Capital expenditure year ended 31 July 2027 Fe 23 mo i ! .n

Capital expenditure year ended 31 July 2021 ) 19 23 9 2 62
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Segment capital employed

Capital employed is a non-statutory measure of invested resources. |t comprises statutery net assets adjusted to add goodwill recognised
directly in reserves in respect of subsidiaries acquired before 1 August 1998 of £478m (FY2021: £787m) and eliminate retirement benefit
assets and obligations and litigation previsions relating te non-headline items, both net of related tax, and net debt. See note 29 for 3
reconciliation of net assets to capital employed.

The 12-month rolling average capital employed by division, which Smiths uses to calculate divisional return on capital employed, is:

31 July 2022
Smiths Smiths
JohnCrane Detection Flex-Tek Interconnect Total
_ £m £m £m . £m £m
Average divisional capitat employed 970 1,019 520 400 2.90%
Average corperate capital employed e L B - R
Average total capital employed - confinuing operations B ) 2,940
31 July 2021
Smiths Smuths
John Crare Detechan Flex-Tek  Interconnect Total
o ~ 7 £m Em £m ) £m ) £m
Average divisional capital employed 937 1,018 449 395 2,799
Average corporate capital employed 31
Average total capital employed - continuing operations ~ o o B o 2,830
Analysis of revenue
The revenue for the main product and service lines for each division is:
Original
Eguipment  Aftermarket Total
John Crane B £m _Em £m
Revenue year ended 31 July 2022 279 622 901
Revenue year ended 31 July 2021 3 592 845
Otrer security
Ayiation systams Total
Smiths Detection ~ ) ) B 7 £m £m £m
Revenue year ended 31 July 2022 467 168 655
Revenue year ended 31 July 2021 546 175 ™
Aerospace Industrials Total
Flex-Tek £m £m Em
Revenue year ended 31 July 2022 AL BER 647
Revenue year ended 31 July 2021 99 409 508

Comonnents,
connectors &

subsyslems
Smiths Interconnect ) L i ) Em
Revenue year ended 31 July 2022 363
Revenue year ended731iJruly 2U§ 32

Aftermarket sales contributed £1,238m (FY2021. £1,198m} of Group revenue: John Crane aftermarket sales were £622m (FY2021: £592m);
Smiths Detection aftermarket sales were £355m (FY2021: £331m}; Flex-Tek aftermarket sales were €261m (FY2021: £270m); and Smiths
Interconnect aftermarket sales were £nil (FY2021: £5m).
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Divisional revenue is analysed by the Smiths Group key global markets as follows:
General Safety &
Industrial Security Energy Aerospace Total
o £m Emi Em Em £
John Crane T T
Revenue year ended 31 July 2022 371 - 530 - 901
Eevenue year ended 31 July 2021 o 255 - 50 - 865
Smiths Detection
Revenue year ended 371 July 2022 - 655 - - 655
Revenue year endedulﬂ July 2021 - 721 - - 721
Flex Tek o B '
Revenue year ended 31 July 2022 531 - - 14 47
Revenue year ended 31 July 2021 L 409 - - 99 508
Smiths Interconnect ) o -
Revenue year ended 31 July 2022 165 14 - 53 363
Revenue year ended 31 July 202 139 128 - 43 312
Total
Revenue year ended 31 July 2022 1,068 799 530 169 2,566
Revenue year ended 31 July 2021 ~ 903 849 510 144 2,406
The Group's statutory revenue is analysed as follows:
Year ended Year ended
31 July 2022 31 July 2021
£m £m
Sale of goods recognised at a peint In time T 7 1.84% 1723
Sale of goods recognised over time 99 94
Services recognised pyer time o R -1 58%
o I - 2566 2,406

Analysis by geographical areas
The Group's revenue by destination and non-current operating assets by location are shown below:

Intangible assets, right of use
assets and property, plantand
Revenue equiprnent

Yearended Year ended
31 July 2022 3 July 2027 31 July 2022 37 Juty 2021

o o £m R £rn £m __El
Americas - 1423 1244 1374 1195
Europe 480 522 498 512
Asia-Pacific L2 390 76 70
Rest of the Werld 242 250 39 41

T 2566 2406 1937 1,818

Revenue by destination attributable to the United Kingdom was £75m (FY2021: £69m). Other revenue found to be significant included, the
United States of America, totalling £1,206m (FY2021: £1,047m), China {excluding Hong Kong} £132m {FY2021: £123m} and Germany £123m
(FY2021: £130m). Revenue by destination has been selected as the basis for attributing revenue to geographical areas as this was the
geographic attribution of revenue used by management to review business performance.

Non-current assets located in the United Kingdom total £108m (FY2021: £110m). Significant non-current assets held in the United States of
Arnerica £1,260m (FY2021: £1,138m) and Germany £340m (FY2021: £350m).
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2 Operating costs

The Group's aperating costs for continuing cperations are analysed as follows:

Yearended 31 July 2022 Ygar ended 31 July 2021
Non-headline Non-headline
Headline Inote 3) Total Headline {note 3} Totat
£m £€m £m 7 £m 7777& £m
Cost of sales - direct materials, labour, production and

distribution overheads 1,605 - 1,605 1,491 - 1497
Selling costs 200 - 200 188 - 188
Administrative expenses 351 200 551 355 46 401
Transition services cost reimbursement {7) - (7} - - -
Total 2,149 300 2,449 2,034 46 2,080

Foliowing the sale of the Smiths Medical business. the Greup has provided transition services to the Smiths Medical Group, which is
disclosed above as transition services cost reimbursement.

Operating profit is stated after charging lcrediting):

Year ended ‘fear ended
A July 2022 31 July 2021

£m ) £m
Research and development experse s u
Depreciation of property, plant and equipment 38 40
Depreciation of right of use assets 30 32
Amaortisation of intangible assets 61 67
Strategic restructuring programme and write-downs - 21
Russia impairment and related closure costs {see note 11) 19 -

{7 -

Transition services cost reimbursement

Research and development (R&D} cash costs were £107m (FY2021: £94m) comprising £80m {FY2021: £76m) of R&D expensed to the income
staternent, £12m (FY2021: £8m) of capitalised costs and £15m (FY2021: £10m) of customer funded R&D.

Administrative expenses include £3m {FY2021: £1m} in respect of lease payments for short-term and low-value leases which were nat
mcluded within right of use assets and lease liabilities.

Auditors' remuneration

The following fees were paid or are payable to the Company's auditors, KPMG LLP and other firms in the KPMG network, for the year ended
31 July 2022.

Year ended Year endec
31July 2022 37 July 2021

£m Em

Auditserviees T - - 0

fees payable to the Company’s auditors for the audit of the Company's annual financiat statements 2.5 23
Fees payable to the Company's auditors and its associates for other services:

- the audit of the Company's subsidiaries 4.4 4.2

74 6.5

Allcther services 0& 09

Other services comprise audit-related assurance services £0.5m (FY2021: £0.4m) and fees for reporting accountant services in connection
with a class 1 disposal £0.3m (FY2021: £0.5m). Audit-related assurance services include the review of the Interim Report. Total fees for nen
audit services comprise 11% (FY2021: 13%) of audit fees.

In the current year, the Group has additionally agreed £0.5m of additional fees with the Group auditors relating to the audit of the prior year
financial statements.
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3 Non-statutory profit measures

Headline profit measures

The Group has identified and defined a ‘headline’ measure of performance which is not impacted by materialnon recurring items or items
considered non-operational/trading in nature. This non-GAAP measure of profit is not intended to be a substitute far any IFRS measures of
performance, but is a key measure used by management to understand and manage performance. See the disclosures on presentation of
results in accounting policies for an explanation of the adjustments. The items excluded from ‘headline are referred to as ‘non-headline’ iterns.

Non-headline operating profit items

i. CONTINUING OPERATIONS
The non-headline items included in statutory operating profit for continuing operations were as follows:

Year ended Year ended
3MJuly2022 37 July 2021
Notes £m €m
Post-acquisition integration costs and fair value adjustment unwind
Unwind of acquisition balance sheet fair value uplift (2} i
integration programme costs - {n
Acquisition and disposal related transactien costs and provision releases
Business acquisition/disposal costs {8} w
Legacy pension scheme arrangements
Past service costs for benefit equalisation and improvements 8 (43 ()
Retirement benefit scheme settlement loss 8 (7 -
Non-headline Llitigation provision movements
Mevement in provision held against Titeflex Corporation subrogation claims 23 (2] 13
Provision for John Crane, Inc. asbestos litigation 23 {7 (&)
Cost recovery for John Crane, Inc. asbestos litigation - ?
Otheritems
Russia impairment charges and related closure costs il {19) -
Amortisation of acquired intangible assets 10 {51) {53}
Non-héad-l.-ine-l:-tem_s in operating profit - continuing operations {300) ) {48)

Paost-acquisition integration costs and fair vatue adjustment unwind

The impact of unwinding the acquisition balance sheet fair value adjustments required by IFRS 3 'Business combinations’ was recognised as
non-headline as the charge did not relate to trading activity. The £2m {FY2021: £1m) charge was due to the unwind of fair value uplifts on the
acquisition: of Royal Metal Products.

The f1m of integration programme costs in FY2021 principally related to defined projects for the integration of United Flexible into the
existing Flex-Tek business. Integration programme costs included the direct costs of organisational change, site rationalisation and entity
closure costs. The United Flexible integratien programme concluded in the current year. Integration costs were recognised as non-headline
items because they were considered material and bear no relation to the ongeing performance of the acquired businesses.

Acquisition and disposal related transaction costs and provision releases

The £5m of business acguisition/disposal costs (FY2021: £1m) principally relate to a provision for potential litigation expenses relating to an
acquired business that were unknown at the time of the acquisition. These costs are recognised as non-headline iterns because they entirely
relate to an acquisition transaction and are considered to be non-trading in nature.

Legacy pensicn scheme arrangements

The current year past service costs of £43m (FY2021: £4m) comprises the following:

- £19m of costs (FY2021: £6m) that were recognised in respect of the historic equalisation of retirement benefits for men and women (see
note 8 for further details); and

- £24m of costs (FY2021: £nil) that were recagnised following the TI Group Pension Scheme (TIGPS) executing an insurance buy-in policy.

This reflects the expectation that the TIGPS trustee will use any surplus, remaining after the costs of buying-eut and winding-up the
scheme have been met, to improve member benefits (see note 8 for further details).

These past service costs are reported as nen-headline as they are non-recurring and relate to legacy pensicn liabilities.

A£171m retirement benefit scheme settlement loss has been recognised in the current year (FY2021: £nil) following TIGPS executing an
insurance buy-in policy for its remaining uninsured liabilities {see note 8 for further details). This item is reported as non-headline as itis
non-recurring and relates to legacy pension liabilities.

Non-headline litigation provision mavements

The following litigation costs and recoveries have been treated as non-headline items because the provisions were treated as non-headline

when eriginally recognised and the subrogation claims and litigation relate to preducts that the Group no longer sells in these markets:

- The £2m charge (FY2021: £13m credit) recognised by Titeflex Corperation is principally in respect of an increase in the estimated cast of
future claims. See note 23 for further details; and

- The £7m charge (FY2021: £6m chargel recognised for John Crane, Inc. asbestos litigation provision was principally due to an increased
provision for adverse judgements and legal defence costs. The costs recovered via insurer settlements in FY2021 were £9m. See note 23
for further details.
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Other items

Following the decision in March 2022 to suspend sales into Russia the Group has recognised £19m (FY2021: £nil) of Russia impairment
charges and related closure costs (see note 11 for further details). These expenses are recognised as non-headline items as they are both
non-recurring and material in size.

Acquired intangible asset amortisation costs of £51m {FY2021: £53m) were recognised in the current year. This was considered to be a non-
headline itern on the basis that these charges resulted from acquisition accounting and were non-operational in nalure.

Non-headline finance costs items
The non-headLline iterns included in finance cests for continuing operations were as follows:

Year ended Year ended
3July2022 31 July 2021
Notes £€m £m
Unwind of discount ohipnjcwiswons T T T T T T T T Ty T e
Other finance income - retirement benefits @ 7 6
Fair value gain on investment in early stage business 14 1 -
Foreign exchange gain {loss) on intercornpany loan with discontinued operations ) i (50)
pfon-headl_ine items in finance costs-_continuing opérations B i o ] 27 (ié)
Cu:ﬂiﬂiﬁgijieﬁtiﬂ§ - non-headline loss before taxation ' ) {273) (92)

The financing elements of non-headline legacy labilities, including the £3m (FYZ021: £2m] unwind of discount on provisions, were excluded
from headline finance costs because these provisions were originally recognised as non-headline and this treatment has been maintained
for ongoing costs and credits.

Other finance income comprises £7m (FY2021: £6m) of financing credits relating to retirement benefits. These were excluded from headtine
finance costs because the angoing costs and credits are a legacy of previous employee pension arrangements.

Fareign exchange gains or losses on intercompany financing between Smiths Medical and the continuing Group were recognised on the face
of the income statement as a non-headline item due to the classification of the Smiths Medical division as a discontinued operation. The
£22m foreign exchange gain in continuing operations {FY2021: £50m loss) matches the foreign exchange loss in discontinued operations.
This was excluded from headline net finance costs as these fair value movemnents were non-operational in nature and were purely a
cansequence of the presentational requirements for discontinued operations.

Non-headline taxation items
The nen-headline items included in taxation for continuing operations were as follows:

Year ended Year ended

MJuly2022 31 July 2021

7 B Nut@s £m Em

Tax credit on non-headline loss 3 19 g
{Increase)/decrease in unrecognised UK deferred tax asset § 7[5),‘ 4
Non-headline items in taxation - continuing operations 14 13
Continuing operations - non-headline loss for the year (259} (79)

Movement in unrecognised UK deferred tax asset

These movements are reported as non-headline because the pricr year charge was reported as non-headline. In FY2019 £36m of deferred
tax was derecognised following the decision to separate Smiths Medical which reduces the Group's profitability in the UK. This year,
following sale of Medical there is an additional non-headline charge for UK losses,
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it. DISCONTINUED OPERATIONS
The non-headline items for discontinued aperations were as follows:

Year ended Year ended
Muly2022 31 July 202
Notes £m t':rl
Non-headline ;);;erating profititems o o ) '
Medfusion documentation remediation costs (33) -
Impairment of investment in Ivenix, Inc convertible debt {14) -
Medical separation costs B 18}
Impairment of capitalised development costs and related assets - (61
Non-headline finance costs items
Foreign exchange {loss)/gain on intercompany loan with parent {22} 50
Gain on sale of discontinued operation
Gain on the sale of Smiths Medical to ICU Medical, Inc. 77 1036 -
Non-headline taxation items
Tax on non-headline loss 7 ¢ 2
Non-headline items in profit from discontinued operations o i 973 (6)
Profit for the year - non-headline items for continuing and discontinued aperations 714 (85)

In the current year Smiths Medical recognised a provision of £33m against the expected costs of the remediation actions required to address
each of the observations and discussion items contained in the US Food and Drug Administration {FDA) ‘for-cause’ audit findings on the
Medfusion product range.

In the current period a decision was taken by Smiths Medical to exit their commercial agreement with lvenix, Inc. These circumstances
have resulted in a change in strategy and have triggered an indicator of impairment to the carrying value of the Smiths Medical investment
in lvenix, inc. As this change in circumstances indicates that it is not currently probable that the investment will realise econamic benefits,
management have impaired the entire £14m value of Smiths Medical’s Ivenix, Inc. investment.

Inthe prior year the £18m of Medical separation costs represented incremental costs incurred by the Group to separate Smiths Medical.
This cost has been reported as non-headline as the full year effect of the transaction on the Groug's financial statements is both material
and non-recurring. In the current year separation and transaction costs incurred on the sale of the Smiths Medical business to ICU Medical,
Inc have been included within the ‘Gain on sale of discontinued operation’ calculation (see note 27).

The £22m foreign exchange loss on intercompany loan with parent (FY2021: £50m gain) directly offsets the foreign exchange gain in
continuing operations. This is excluded from headline net finance costs as these fair value movements are non-operational in nature and are
purely 2 consequence of the presentational requirements for discontinued operations.

4 Net finance costs

Year ended Year ended
31 July 2022 31 July 2021
Nates £m £m

Interestreceivable ) - o i 9
Interest payabte: -
- bank loans and overdrafts, including associated fees (12) 7
- other loans {40} {39)
- Interest on leases {3 3
Interest payable {55) {49)
Headline net finance costs {41) {40
Other financing gains/{losses):
- valuation movements on fair value hedged debt (371 22
- valuation mavernents on fair value derivatives 33 (25)
- foreign exchange and ineffectiveness on net investment hedges {2) 3
- retranslation of foreign currency bank balances () {3
- other items including counterparty credit risk adjustments and non-hedge accounted derivatives 2 3
Other financing gains/{losses) . - -
Non-headline finance cost items:
Foreign exchange gain on intercompany lean with discontinued operations 3 72 (50}
Unwind of discount on provisions 3 (3] (21
Fair value gain on investment in early stage business 14 1 -
Net interest income on retirerent benefit obligations 8 7 6
Non-headline finance costitems 27 (46)

Net finance casts ) B _ o D4 {86)
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5 Earnings per share
Basic earnings per share are calculated by dividing the profit for the year attributable ta equity shareholders of the Company by the average
number of ordinary shares in issue during the year.

Year ended Year ended

31 Juty 2022 31 July 2021

£Em £m

Profit attributable to equity shareholders for the year: o . o
- centinuing n 156
- discontinued 1,022 128
Total 1033 28¢
Average number of shares in issue during the year (note 24) .  386.478.211 396,350,586
gtatutory earn-mgs per share total - basic N - ) ) 267 1p .7p
Statutory earnings per share total - dituted 266.0p 71.3p
Statutory éarnings Ber share coﬁtmufng opefatfons - basic - Z2.8p - 39.4p
Statutory earnings per share continuing operations - diluted i 28p 3

Diluted earnings per share are calculated by dividing the profit attributable to ordinary shareholders by 388,349,758 (FY2021: 398,576,502}
ordinary shares, being the average number of ordinary shares in issue during the year adjusted by the dilutive effect of employee share
schemes. No options (FY2021: nil) were excluded from this calculation because their effect was anti-dilutive.

Areconciliation of statutory and headline earnings per share is as follows:

Year ended 31 July 2022 Vesr ended 31 July 2021
BasicEPS  Diluted EPS BasicEPS  Diluted EPS

L 7 B N 7 Em (2 p) £m tph (g)
Total profit attributable to equity shareholders of the Parent Company 1033 2671 266.0 284 717 7.3
Exclude: Non-headline items (note 3) {714) o ] 85
Headline earnings per share ’ 319 82.h 82.1 369 93.1 92.6
Profit from contm_uing operations attribut-éble to equit;r shareholders of ) )
the Parent Company 1}l 7.8 7.8 156 39.4 391
Exclude: Non-hezdline items [note 3) 259 79
Headline earnings per share - continuing operations 270 9.8 695 235 593 59.0
6 Taxation

This note only provides information about corporate income taxes under IFRS. Smiths companies operate in gver b0 countries acress
the world. They pay and collect many different taxes in addition to corperate income taxes including: payroll taxes; value added and sales
taxes; praperty taxes; product-specific taxes; and environmental taxes. The costs associated with these other taxes are included in profit
before tax.

Year ended Year endea
Muly2022 31 July 2021
£m £m

The taxation charge in the consslidated income statement for the year comprises: T T -
Continuing operations
- current income tax charge &8 kil
- current tax adjustments in respect of prior periods 3 7
Current taxation 73 78
Deferred taxation 1% 5
Total taxation expense - continuing operatians g0 83
Analysed as:
Headline taxation expense iCe 9%
Non-headline taxation credit e (13)
Total taxation expense in the consolidated income statement g0 83

Yearended Year endad
31 July 2022 31 July 202°

m £m
Tax on items charged/(credited) to equity T '
Deferred tax:
- retirernent benefit schemes - 6
- foreign exchange - (5
- share-based payment 1] m
m -

The £nil (FY2021: £6m} charge to equity for retirement benefits related to UK retirement schemes.
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Current taxation liabilities

Currenttax

£m

At31 July 2020 {38)
Foreign exchange gain 1
Charge to income statement (78)
Tax paid 96
At 31 July 2021 (19
Current tax receivabie T 75
Current tax payable within one year {89)
Corporation tax payable after more than one year {5)
At31 July 2021 S _o9
Foreign exchange gain (4)
Charge to income statement {73}
Tax paid 79
At 31 July 2022 7
Current tax receivable o ' ) 50
Current tax payable within one year {64)
Corporation tax payable after more than one year {3
At31 July 2022 ' ' ' (17

Taxation liabilities included provisions of £38m (FY2021: £34m), the majority of which related to the risk of challenge to the geographic
allocation of profits by tax autharities.

In addition to the risks provided for, the Group faces a variety of other tax risks, which result from eperating in a complex global environment,
including the ongoing reform of both international and domestic tax rules, new and ongoing tax audits in the Group's larger markets and the
challenge to fulfil ongoing tax compliance filing and transfer pricing obligations given the scale and diversity of the Group's global operations,

The Group anticipates that a number of tax audits are likely to conclude in the next 12 to 24 months. Due to the uncertainty associated with
such tax items, it is possibie that the conclusion of open tax matters may result in a final outcome that varies significantly from the amounts
noted above.

Reconciliation of the tax charge

The heagline tax charge for the year of £104m (FY2021: £96m) represented an effective rate of 27.6% (FY2021: 28.9%). The headline effective
tax rate for the total Group including discontinued operations was 27.2% (FY2021: 27.1%). The tax charge on the profit for the year for
continuing operations was different from the standard rate of corporation tax in the UK of 19% (FY2021: 19.0%). The difference is reconciled
as follows:

Profit before taxation
Noticnal taxation expense at UK corporate rate of 19.0% (FY2021: 19.0%)
Different tax rates on nan-UK profits and losses

Non-deductible expenses and other charges

Tax credits and non-taxable income

Non-headline UK deferred tax asset recognition adjustment

Other adjustrents to unrecognised deferred tax

Non-tax relievable loss on UK pensions schemes

Tax on Smiths Medical consolidation adjustments

Prior year true-up

Total taxation expense in the consolidated i-ncome statement
Comprising:

Taxation on headline profit
Non-headline taxation items:
- Tax on non-headline loss

- UK deferred tax asset recognition adjustment
Taxation on non-headline items

Total taxation expense in the cansolidated income statement

Year ended Year ended
31 July 2022 a1 July 2021
£m £m

103 240

20 46

13 16

1 30

(&) ]

g (4)

iC {4)

41 -

7 8

i) m

’ 90 83
iC4 96

(19) Gl

5 {4)

{74 (13)

20 83

The head office of Smiths Group is domiciled in the UK; so the tax charge has been reconciled to UK tax rates,



SMITHS GROUP PLC ANNUAL REPORTFYZ022 01 OVERVIEW 02 STRATEGIC REPORT 03 GOVERNANCE 04 FINANCIAL STATEMENTS 124

NOTES TO THE ACCOUNTS > = Q

Deferred taxation assets/(liabilities)

Property, plant,

eguipment and Losses
intangible  Employment carried

assets benefits forward Prowisions Ot=er Total

£m tm £m £m Em £m

At31 July 2020 o T T (74) 6) 128 86 1 75
Reallocations " {n {14} 2 2 -
Charge to income statement — continuing operations 4 (31 27 (5) - {5)
Credit to equity - (6} 5 - - {1
Foreign exchange rate movements 3 U] (2 {5} - 5)
At 31 July 2021 o N (s6) {108) 144 78 3 b4
Deferred tax assets ) S N o 2 {113 o 126 _-_g:? T 15 92
Deferred tax Liabilities (38) 8 8 16 (2 (28)
AL3Y July 2021 By 56) {105) 14 (L 3 66
Reallocations ) 115; 1 @ 1 L -
Charge to income staternent - continuing operations 4 50 {541 {101 ] {17
Credit to equity - 2 - {4 i1
Foreign exchange rate movements i9) - o 10 - z
;_Qt 31 July 2022 7 (76) {51) 103 79 (4) 51
Deferred tax assets ’ o - h ' ) {56) e 65 no 95
Deferred tax liabilities (75) 5 27 b 15) {44}
At31 July 2022 ) (51) 103 79 {4) 51

Reallocations in FY2022 include £10m where attributes used to shelter PDCF assessments have been reallocated from losses to capital
allowances, following the conclusion of the Group's POCF audit with UK HMRC covering FY2015 to FY2020.

0Of the amounts included within ‘Other’ in the table abave as at 31 July 2022, liabilities relating to tax on unremitted earnings were £19m
(FY2021- £14m). The aggregate amaunt of temparary differences associated with investmeants in subsidiaries for which deferred tax liabilities
have not been recegnised was immaterial.

The deferred tax asset relating to losses has been recognised on the basis of strong evidence of future taxable profits against which the
unutilised tax tosses can be relieved or because it is probable that they will be recovered against the reversal of deferred tax liabilities.
Deferred tax relating to pravisions includes £57m (FY2021: £54m) relating to John Crane Inc. litigation provision, and £12m (FY2021: £11m)
relating to Titeflex Corporation litigation provision. See nate 23 for additional information on provisions.

Unrecognised deferred tax
The Group has unrecognised deferred tax relating to losses amounting to £335m (FY2021: £107my}.

The expiry date of cperating losses carried forward is dependent upon the law of the various territories in which the losses arise. A summary
of expiry dates for the unrecognised deferred tax on losses is set out below:

2022 Expiry of 2021 Expryof

£m losses £m osses

Restricted losses - Asia 7 - S o 7 o - 7’;7 T30 20222027

Unrestricted tosses - operating losses 335 N expry 77 No expiry
Total unrecegnised deferred tax on losses 7 ) 335 o 107

Unrecognised deferred tax reiating to losses has increased by £228m (FY2021: increased by £13m). Changes to unrecognised losses include
an increase of £226m, mainly related to UK deferred tax on losses that were being recognised to offset the deferred tax liability related to the
Tt Pension surplus, now written off following the bulk annuity buy-in with Rothesay Life plc, other increases of £39m and & reduction of £37m
related to the sale of Smiths Medical.

Sale of Smiths Medical

The saie of 100% of the share capital of the UK Smiths Medical holding company completed on the 6 January 2022. The profit on sale was
exempt from tax under the Substantial Shareholding Exemption.

Developments in the Group tax position

In December 2021, the Organisation for Economic Co-operation and Development {{0ECD’) published rules relating to global minimurm
taxation - the so-called Pillar 2 rules, scheduled to apply from 2023, regarding the future taxation of large multinationals such as Smiths,
The Group will continue to moniter the development and future implementation of these rules. However, at this time and as currently drafted,
they are not expected to have a material impact on the Group.
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7 Employees

Year ended 31 July 2022 Year ended 31 July 2021

Centinuing Disconlinuea 7 Continuing  Dhscontinued
operations operations Total operations aperatinns Tntal
fm €m £m £m £m £m

Staff costs during the period o o
Wages and salaries 700 91 791 627 234 861
Social security 81 9 20 85 22 107
Share-based payment (note §) 13 2 15 13 1 14
Pension costs (including defined contribution schemes) {note 8} 29 5 34 26 il 37
823 107 930 751 268 1,019

The average number of persons employed, rounded to the nearest 50 employees, was:

Year ended Year ended

L ) 31July 2022 31 July 2021

John Crane o T o 6,050 5.950
Smiths Detection 300 3,000
Flex-Tek 3,3C0 3,000
Smiths Intercennect 2,500 2,300
Corporate {including centralfshared IT services) 300 300
Continuing operations 15,250 14,550
Discontinued sperations - Smiths Medical (in pericd to 6 January 2022) o 6706 7.500
Total - 21950 22,050

Key management

The key management of the Group comprisas Smiths Group plc Board Directors and Executive Cammittee members. Their aggregate
compensation is shown below. Details of Directors’ remuneration are contained in the report of the Remuneration & People Committee on
pages 75 to 88.

Year ended Year ended
31July2022 31 July 2021
£m £m

Key management compensation

Sataries and short-term employee benefits 10.3 12.8
Cost of retirement benefits 0.7 09
Cost of share-based incentive plans 4.7 3.9

No member of key management had any material interest during the period in a contract of significance (other than a service contract
or a qualifying third-party indemnity provision) with the Company or any of its subsidiaries.

Options and awards held at the end of the period by key management in respect of the Company’s share-based incentive plans were:

Yearended 31 July 2022 Year ended 31 July 2021

Weighted Weighted

Number of average Number of average

instruments exertise instruments exercise

‘000 price ‘000 price
SEP - 169
LTIP 1411 1,645
Restricted stock g8 az

SAYE 14 £1143 n £1o0.m

Related party transactions
The only related party transactions in FY2022 were key management compensation (FY2021: key management compeansation).
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8 Retirement benefits
Srniths provides retirernent benefits to employees in a number of countries. This includes defined benefit and defined contribution plans and,
mainly in the United Kingdam (UK) and United States of America (US}, post-retirement healthcare.

Defined contribution plans

The Group eperates defined contribution plans across many countries. In the UK a defined contribution plan has been offered since the
closure of the UK defined benefit pension plans. In the US a 401(k} defined contribution plan cperates. The total expense recognised in the
consolidated income statement in respect of all these plans was £34m (FY2021: £36m).

Defined benefit and post-retirement healthcare plans
The principal defined benefit pension plans are in the UK and in the US and these have been closed so that no future benefits are accrued.

For all schemes, pension costs are assessed in accordance with the advice of independent, professionally qualified actuaries.
These valuations have been updated by independent qualified actuaries in order to assess the liabilities of the schemes as at 31 July 2022,
Contributions ta the schemes are made on the advice of the actuaries, in accordance with local funding requirements.

The changes in the present value of the net pension asset in the period were:

Yeat ended ¥ear ended

31 July2022 31 July 2027
- e Em _fm

At beginning of perin-:d - ) 3 372
Foreign exchange rate movements - 5
Current service cost (2] (2}
Scheme administration costs {4) {5)
Past service cost, curtallments, settiements - continuing operations {(234) (6}
Settlements - discontinued operations {3 -
Finance income - retirement benefits 7 b
Contributions by employer g 30
Actuarial gain 3 13
Retirement benefit obligations disposed of with Smiths Medical {note 27} 5 -
Unrecognised assets due to surplus restriction i {20} -
Net retirement benefit asset 7 i ] 194 413

The £413m net retirement benefit asset for FY2021 included £5m of pension obligations disclosed within liabilities heid for sale.

UK pension schemes

Smiths funded UK pension schemes are subject to a statutory funding objective, as set out in UK pension legislation. Scheme trustees need
to obtain regular actuarial valuations to assess the scheme against this funding objective. The trustees and sponsoring cormnpanies need to
agree funding plans to improve the position of a scheme when 1t is below the acceptable funding level.

The UK Pensions Regulator has extensive powers to protect the benefits of members, promote good administration and reduce the risk of
situations arising which may require compensation to be paid fror the Pension Protection Fund. These include imposing a schedule of
contributions ar the catculation of the technical provisions, where a trustee and cornpany fail to agree appropriate calculations.

Smiths Industries Pension Scheme ['SIPS’)

This scheme was closed to future accrual effective 1 Novernber 2009. SIPS provides index-linked (to applicable caps) pension benefits
based on final earnings at date of closure. S5IPS is governed by a corporate trustee (S.1. Pension Trustees Limited, a wholly owned
subsidiary of Smiths Group plc). The board of trustee directors currently comprises four Company-nominated trustees and four member-
nominated trustees, with an independent chairman selected by Smiths Group ple. Trustee directors are responsible for the management,
adrninistration, funding and investment strategy of the scheme.

The most recent actuarial valuation of this scheme has been performed using the Projected Unit Method as at 31 March 2020. The valuation
showed a surplus of £34m on the Technical Provisions funding basis at the valuation date and the funding position has improved since then.
As part of the valuation agreement, no contributions are currently being paid to SIPS and the Group's current expectation is that these
contributions will not recornmence {although there are circumstances relating to the Scheme’s funding level in which contributions could be
due to SIPS).

The duration of SIPS liabilities is around 20 years (FY2021: 23 years) for active deferred members, 20 years (FY2021: 22 years) for deferred
members and 11 years (FY2021: 12 years) for pensioners and dependants.

Under the governing documentation of SIPS, any future surplus would be returnable to Smiths Group ple by refund, assuming gradual
settlernent of the liabilities over the lifetime of the scheme.

In SIPS, as part of ongoing data cleansing work being undertaken to prepare the scheme for a potential full buy-out in the future, it has

been discovered that the method used in the early 1990s to equalise retirement ages between men and women in two of its smaller benefits
sections was incorrect. An additional liability of £19r has been recognised as a past service cost to reflect the correction of this issue.
Awider review is being undertaken to determine if equalisation was undertaken correctly in other sections of the Scheme, Should any issues
arise from this review, any additional lability is expected to be accounted for at the point the legal investigations are completed and there is
clarity on the legally effective dates that equalisation of retirement ages was implemnented in respective sections.
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Tl Group Pension Scheme (TIGPS')

This scheme was closed to future accrual effective 1 Nuveniber 2009, TIGPS provides index-linked (to applicable caps) pension benetits based on
final earnings at the date of closure. TIGPS is governed by a corporate trustee (Ti Pension Trustee Limited, an independent cempany}. The board
of trustee directors comprises four Company-nominated trustees and four member-nominated trustees, with an independent trustee director
selected by the trustee. The trustee is responsible for the managerment, administration, funding and investrment strategy of the scherme.

In June 2022 the TIGPS trustee completed a deal to secure its remaining uninsured pension liabilities, by way of a bulk annuity buy-in with
Rothesay Life plc. This means all of the scheme's liabilities are insured via seven buy-in policies. The final buy-in has been secured with an
intention to fully buy-out the Scheme as soon as reasonably practical and within a period of four years. Conseguently, the income statement
recognises a settlement loss of £171m in relation to the buy-in. In terms agreed between the Group and the TIGPS trustee prior to the transaction,
when TIGPS converts all of its buy-in pelicies to buy-out policies and subsequently winds-up, the trustee is expected to use any surplus remaining,
after the casts of buying-out and winding-up the scheme have been met, to improve member benefits. A past service cost of £24m has been
recognised for this in the income statement. The Group has no expectation of receiving a refund from the scheme and has placed an economic
benefit value of zero on the TIGPS surplus from 10 June 2022.

As TIGPS currently retains the tegal obligation to pay all scheme benefits, TIGPS liabilities remain part of the retirement benefit obligations on the
balance sheet alongside the corresponding buy-in assets. These liabililies and assets will be de-recognised at the point the buy-in policies are
converted to buy-outs and the legal obligation for payment of benefits is transferred to the relevant insurers.

The most recent actuarial valuation of this scheme has been performed using the Projected Unit Method as at 5 April 2020. The valuation showed
a surplus of £22m on the Technical Provisions funding basis at the valuation date and the funding position has improved since then. Given TIGPS's
circumstances, the Group's current expectation is that no further contributions to TIGPS will be required.

The duration of the TIGPS liabilities is around 21 years (FY2021: 23 years) for active deferred members, 19 years (FY2021: 21 years) for deferred
members and 10years {(FY2021: 11 years) for pensioners and dependants.

US pension ptans
The valuations of the principal US pension and post-retirement healthcare plans were performed using census data at 1 January 2022,

The pension plans were closed with effect from 30 Aprit 2009 and benefits were calculated as at that date and are not revalued. Gavernance of
the US pension plans is overseen by & Settlor Committee appointed by Smiths Group Services Corp, a wholly owned subsidiary of the Group.

The duration of the liabilities for the largest US plan is around 16 years {FY2021: 18 years) for active deferred members, 15 years (FY2021: 18
years} for deferred members and 10 years (FY2021: 12 years) for pensioners and dependants.

Risk management

In respect of uninsured liabilities, the pensions schemes are exposed to risks that:

- investment returns are below expectations, leaving the schemes with insufficient assets in future to pay all their pension obligations;
- members and dependants live longer than expected, increasing the value of the pensions which the schemes have to pay;

- inflation rates are higher than expected, causing amounts payable under index-linked pensions to be higher than expected; and

- increased contributions are required to meet funding targets if lower interest rates increase the current value of liabilities.

These risks are managed separately for each pension scheme. However, the Group has adopted a common approach of closing defined

benefit schemes to cap members’ entitlements and of supporting trustees in adopting investment strategies which aim to hadge the value of
assets against changes in the value of liabilities caused by changes in interest and inflation rates.

Across SIPS and TIGPS, approximately 60% of all liabilities are now de-risked through 11 bulk annuities.
TIGPS

TIGPS has cavered roughly 100% of liabilities with matching annuities, eliminating investrent return, longevity, infiation and funding risks in
respect of those liabilities.

SIPS

SIPS has covered roughly 30% of liabilities with matching annuities, eliminating investment return, longevity, inflation and funding risks in
respect of those liabilities. It has also adopted a Liability Driven Investment (LDI} strategy to hedge interest and inflation risks of the scheme's
uninsured liabilities by investment in gilts together with the use of gilt repurchase arrangements, total return swaps, inflation swaps and
interest rate swaps. The strategy also takes into account the scheme’s corporate bond investments.

The critical estimates and principal assumptions used in updating the valuations are set out below:

2022 2022 2022 2021 2021 202t

UK us Other UK us Other

Rate of increase in salaries_- T n/a - _;E_""_?Z% -“n_/a nfa 2.5%
Rate of increase for active deferred members 4.0% n/a /e 4.2% n/a n/a
Rate of increase in pensions in payment 3.4% nfa 1 2% 3.3% n/a 1.5%
Rate of increase in deferred pensions 3.4% n/a n/z 3.3% nfa n/a
Discount rate 35% 4.5% 1% 1.7% 2.7% 0.7%
Inflation rate 3.4% n/a 13% 3.3% nfa 1.5%
Healthcare cost increases b4% n/a nfa 4.4% nfa n/a_

The assumptions used in calculating the costs and obligations of the Group’s defined benefit pension plans are set by the Group after
consultation with independent professionally qualified actuaries. The assumnptions used are estimates chosen from a range of possible
actuarial assumptions which, due to the timescale covered, may not necessarily occur in practice. For countries cutside the UK and USA,
assumptions are disclosed as a weighted average.
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Inflation rate assumptions

The RPI inflation assumption of 3.4% has been derived using the Aon UK Government Gilt Prices Only Curve with an Inflation Risk Premium
(IRP) of 0.2% p.a., whereas in previous years the Aon UK Government RPI Curve was used. |t is estimated that the impact of this change in
RPI methodology is to increase the RPl assumption by 0.1% at 31 July 2022 and this is expected to increase the balance sheet liabilities, for
bath SIPS and TIGPS, by 1.0% of DBO at 31 July 2022.

The Government's response to its consultation on RP! reform was published on 25 Nevermber 2020, and strongly implied that RPTwill
become aligned with CPJ-H from 2030. No specific allowance {(beyond anything already priced into markets) has been factored into the RPI
assumptions for potential changes. The assurnption for the long-term gap between RPland CPl is 0.6% p.a. (FY2021.0.6%} reflecting the
Group's view an the market pricing of this gap over the lifetime of the UK schemes’ liabilitiss, i.e. 1.0% p.a. (FY2021: 1.0%) pre-2030 and 0.2%
p-a. post-2030 (FY2021:0.1%).

Discount rate assumptions

The UK schemes use a discount rate based on the annualised yield on the Aon GBP Select AA Curve, using the expected cash-flows from a
notional scheme with abligations of the same duratien as that of the UK schemes. The US Plan uses a discount rate based on the annualised
yield derived from Willis Towers Watson's RATE:Link {10th - 90th} model using the Plan’s expected cash-flows.

Mortality assumptions

The mortality assurmnptions used in the principal UK schemes are based on the 'SAPS 53 birth year tables with relevant scaling factors
based on the recent experience of the schemes. The assumption allows for future improverments in life expectancy in line with the 2021 CMI
profections, with & smoothing factor of 7.0 and ‘A" parameter of 0.5%/0.25% (SIPS/TIGPS} and ntended to a lang-term rate of 1.25%.

The mortality assymptions used in the principal US schemes are based on generational mortality using Pri-2012 sex-distinct, employee/
non-disabled annuitant table, with a 2012 base year, projected forward generationally with the MP-2021 mortality scale. No explicit
adjustment has been made to mortality assumptions in respect of COVID-19.

UK schemes US schemes
Male Female Mate Fernale Male Female Male Femaie
Expected further years of hife 31July2022  31July2022 21 July 2020 31 July 2027 MIuly2022  IJuly2022 31 July 2020 31 July 2021
Member wha retires next year at age 65 22 24 22 24 21 22 20 22
Member, currently 45, when they retire
in 20 years time 23 25 23 25 22 2L 22 24
Sensitivity

Sensitivities in respect of the key assumptions used to measure the principal pension schemes as at 31 July 2022 are set out below.
These sensitivities show the hypothetical impact of a change in each of the listed assumptions in isolation, with the exception of the sensitivity
to inflation which incorporates the impact of certain correlating assumptions. In practice, such assumptions rarely change in isolation.

Praofit betore Increase/ {Increaself Increase/ lircreasel/

tax {decrease}in decreasein Profitbefore  {decrease)in decreasen

for year scheme scheme lax scheme scheme

ended assets liabilities foryzarended assets Labilities

31 July 2022 31July 2022 31 July 2022 31 July 202% 31 July 2021 31 July 2021

£m £m £m £m £m Em

Rate of mortalty - 1 year increase in life expectancy {2] 84 1735 {2) 99 (209
Rate of mortality - 1 year decrease in life expectancy Z {84} 134 2 (97) 20¢
Rate of inflation — 0,25% increase N 34 {6%) n 30 (98)
Discount rate - 0.25% increase 2 4 7 3 (38) 146
Market value of scheme assets - 2.5% increase 1 40 - 1 73 -

The effect on profit before tax reflects the impact of current service cost and net interest cost. The value of the scheme assets s affected
by changes in mortality rates, inflation and discounting because they affect the carrying value of the insurance assets.

Asset valuation

The pension schemes hold assets in a variety of pooled funds, in which the underlying assets typically are invested in ¢redit and cash assets.
These funds are vatued. The price of the funds is set by administraters/custodians employed by the investment managers and based on the
value of the underlying assets held in the funds. Details of pricing methodelogy are set out within internal control reports provided for each
fund. Prices are updated daily, weekly or monthly depending upon the frequency of the fund’s dealing.

Bonds are valued using observable broker quotes. Gilt repurchase obligations are valued by the relevant manager, which derives the value
using an industry recognised model with observable inputs.

Property is valued by specialists applying recognised property valuation methods incorporating current market data on rental yields and
transaction prices.

Total return, interest and inflation swaps and forward FX contracts are bilateral agreements between counterparties and do not have
observable market prices. These derivative contracts are valued using observable inputs,

Insured libilities comprise annuity policies broadly matching the scheme obligation to identified groups of members. These assets are
valued by an external qualified actuary at the actuarial valuation of the carresponding liability, reflecting this matching relationship.

The insurance policies are treated as qualifying instrance policies as none of the insurers zre related parties of Smiths Group, and the
proceeds of the policies can anly be used to pay or fund employee benefits for the respective schemes, are not available to Smiths Group's
creditors and cannot be paid to Smiths Group.
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Retirement benefit plan assets

31 July 2022 - £m 31 July 2021 - €m
UK us Other UK us Cther

schemes schemes countries Total schemes schemes countries Tatal

Cash and cash equivalents 70 1 1 92 71 1 - T
Pooled funds:

- Pooled equity - - 3 3 - - 3 3

- Pocled Diversified Growth - - 15 15 - - 19 9

- Pootled credit 379 - - 379 420 - - 420

Corporate bonds 412 167 - 579 791 192 - 983

Government bonds/LDI 498 57 3 BE] 1,298 79 3 1,380

Insured liabilities 1,649 - - 1,469 1.462 - - 1,462

Property 39 - - 39 62 - - 62

Other ) - - - - - - 5 5

Total market value 3,067 225 22 1,314 4,104 272 30 4,406

The assets are unguoted. Government bonds/LDI portfolios centain £360m (FY2021: £1,929m} of UK Government bonds (gilts), £476m
(FY2021: £626m) of gilt repurchase ohligations and £9m of interest and inflation swap assets (FY2021: £5m cbligations).

The UK bond portfolios include forward FX contracts with a net value of £5m (FY2021: £1m). These are held to hedge against foreign
currency risk in respect of overseas bonds.

The scheme assets do not include any property occupied by, or other assets used by, the Group.

Present value of funded scheme liabilities and assets for the main UK and US schemes

31 July 2022 - €m 31 July 2021 - Em
us - us
SIPS TIGPS schemes SIPS TIGPS schemes

Present vatué of funded scheme liabilities: - 7
- Active deferred members {32} {23) {41) (42) {29) (73)
- Deferred rmembers {5&1) (442) {109) (810) {632) {119)
- Pensioners (1,010} {670) (88) {1,226) (809) 81)
Present value of funded scheme liabilities o603 (1135 (238) (2078)  (1.470) (273)
Market value of scheme assets 1,912 1,185 225 2.410 1,684 272
Surplus restriction - {20) - - - _
Surplus/(deficit) - (13) 332 214 )

Net retirement benefit obligations
31 July 2022~ £m 31July 2021 - €m
UK us Other UK us Other

schemes schemes countries Teotal schemes schemes countries Total
Market value of scheme ascets 3,067 225 77 3314 4104 272 30 4,406
Presentvalue of funded scheme liabilities (2,738) {238) {27 (3.003} (3,558) (273 (38) (3,869)
Surplus restriction {20) - - {20} - - - -
Surplus/(deficit) 09 (138 {5) 291 545 ) (8 537
Unfunded pension plans (£3) (7 20) (90) 52) 17) (55} {114)
Post-retirement healthcare (4) {1} {2) (7] {4) 1 (3) (8)
Present value of unfunded obligations wn @ (42) (97} 58] (8) (58) (124)
Net pension asset/{iiability) 262 Ty w1 488 &) 66) 413
Retirernent benefit assets ' 309 - T S 546 - - 4
Retirement benefit liabitites {47 21) (a7 {115) {58) ) {61) {128)
Liabilities held for sale - - - - - - {5) {5}
Net pension asset/{liability} T 262 (21? @n 194 488 9 {66) 413

Liabilities held for sale in FY2021 comprise £4m of unfunded pension plans and £1m deficit on defined benefit schemes within the Smiths
Medical divisicn.

Where any individual scheme shows a recoverable surplus under I1AS 19, this is disclosed on the balance sheet as a retirernent benefit asset.
The IAS 19 surplus of any one scheme is not available to fund the |AS 19 deficit of another scheme. The retirement benefit asset disclosed
arises from the rights of the employers to recover the surplus at the end of the life of the scheme i.e. when the last beneficiary’s obligation
has been met.
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Amounts recognised in the consolidated income statement
Year ended Year ended
3 July2022 31 July202°
. W&".m £m
Amounts charged to operatiné profit i
Current service cost 2 2
Past service costs - benefit equalisations &3 b
Settlement loss 171 -
Scheme administration costs 4 5
) . 220 13
The operating cost is charged as follows: i - o
Headline administrative expenses 6 7
Non-headline settlement loss 177 -
Non-headline administrative expenses 42 6
B 220 13
Amounts credited to finance costs i
Non-headline gther finance income - retirement benefits i 7 {6)
Amounts recognised directly in the consolidated statement of comprehensive income
Year ended Year ended
IMJuly2022 31 Juy 2021
o __ . o : o __ tm fm
Re-measurements of retirement defined benefit assets and liabilities
Difference between interest credit and return on assets [835; {57)
Experience gains an scheme liabilities {31) 44
Actuarial gains arising from changes in demographic assumptions 1 10
Actuarial gains/llossest arising fram changes in financial assumptions 848 16
Movement in surptus restriction ) o (20) -
{17} 13
Changes in present value of funded scheme assets
31 JulyZ022 - Em 31 Juy 2021 -Em
UK us Other UK us Qther
o o schemes schemes countries TnfaE, schernes i:remes countries Total
At beginning of period 4104 272 3o 4,406 4,240 an a1 4,582
interest on assets 70 g 1 79 58 7 1 b6
Actuarial movermnent on scheme assets 4v3) (62) - (6535) {0) 7) - {57)
Employer contributions 2 - L4 20 4 1 25
Scherme administration costs (3} i {4) (4) { - (5}
Foreign exchange rate movements - 33 - 33 - 7 - (17)
Assets transferred on business disposal - - (5] (5) - - - -
Assets distributed on settlements LED - {180) - - - -
Curtaltment gains/{losses) - ic) - i) - - - -
Benefits pajd _ 154) 114 13 {raal {170) {15) {3) {188}
At end of period 3,047 225 22 3,314 £104 272 30 4,406
Changes in present value of funded defined benefit cbligations
31 July 2022 -€Em 31 Juy2021-£m
UK us Other K LS Other
B i _ sche_mes schemes _c_'f_""""es__, . Tftal schemes ;ﬁ«:hemes cuuntrE - W’Tula.
At beginning of period ) CiasEs) (273 (38)  {3.869) 3.724) (314) o (4,078)
Current service cost - - - - - - m i
Past service costs (3 - i3 (6) - - ()
Interest on obligations (%1 1% i"} {70} (51) {7) (2] (40}
Actuarial movement on biabilities Al D4 Z 817 53 16 - 69
Foreign exchange rate movements - 33 - (33) - 17 2 19
Liabilities transferred on business disposal - - 2 3 - - - -
Curtailment gains/{losses) - 4 - 6 - - - -
Liabilities extinguished on settlements ? - G - - - -
Benefits paig 154 it 3 175 170 15 3 188
Atend of period {2,738) (238) (27 {3,003) {3,558) (273) (38) (3,869)
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Changes in present value of unfunded defined benefit pensions and post-retirement healthcare plans

Assets Ukligatiens

Year ended Year endad Year ended Year ended

I July2022 31 Juiy 2021 M July2022 31 July 20

£m £m €m £m

At beginning of period - - (124) (132)

Current service cost - - {1} {1}

Interest on obligations - - (2 {1

Actuarial movement - - 27 2

Employer contributions 5 5 - -

Foreign exchange rate movernents - - - 3

Liabilities transferred on business disposal - - 4 -

Benefits paid (G} (8) 5 5

At end of period - - (37 {124)
Changes in the effect of the asset ceiling over the year

Year ended Year ended

31 July 2022 31 Juty 2021

£m o £m

Irrecoverable asset at beginning of period - -

Actuarial movement on scheme assets ~ (20) -

At end of period (20} -

Cash contributions

Company contributions to the defined benefit pension plans and post-retirement healthcare plans totalled £9m (FY2021: £30m).

This comprised regular contributions to funded schemas of £3m (FY2021: £12m) to SIPS, Enil (FY2021: £8m} to TIGRS, £nil (FY2021: £4m]
to funded US schemes and contributions to other schermes of £1m (FY2021: £1m). In addition, £5m (FY2021: £5m) was spent on providing
benefits under unfunded defined benefit pension and post-retirement healthcare plans.

In FY2023, cash cantributions to the Group's schemes are expected to be up to £12m in total.

9 Employee share schemes

The Group operates share schermes and plans for the benefit of employees. The nature of the principal schemes and plans, including general
conditions, is set out below:

Long-Term Incentive Plan (LTIP)

The LTIP is a share plan under which an award over a capped number of shares will vest after the end of a three-year performance period if
performance conditions are met. LTIP awards are made to selected senior executives, including the Executive Directars.

LTIP performance conditions

Each performance candition has a threshold below which no shares vest and a maximum performance target at or above which the
award vests in full. For performance between ‘thresheld” and ‘maximum’, awards vest on a straight-line sliding scale. The performance
conditions are assessed separately; so performance on one condition does not affect the vesting of the other elemnents of the award. To the
extent that the performance targets are not met over the three-year performance period, awards lapse. There is no re-testing of the
performance cenditions.

LTIP awards have performance conditions relating to organic revenue growth, growth in headtine EPS, ROCE, free cash-flow and meeting
ESG targets.

Smiths Excellence Plan (SEP)

The last Smiths Excellence plan (SEP) grant was issued in October 2019, vested on 31 July 2021 and exercised in Octeber 2021, No further
SEP awards have been made.

Restricted stock

Restricted stock is used by the Remuneration and Peopie Committee, as a part of recruitment strategy, to make awards in recognition

of incentive arrangements forfeited on leaving & previous employer. If an award is considered appropriate, the award will take account of
relevant factors including the fair value of awards forfeited, any performance conditions attached, the likelihood of those conditions being
met and the preportion of the vesting period remaining.

Save as you earn (SAYE)

The SAYE scheme is an HM Revenue & Customs approved ali-employee savings-related share option scheme which is open to all UK
employees. Participants enter into a contract to save a fixed amount per month of up to £580 in aggregate for three years and are granted
an option over shares at a fixed option price, set at a discount to market price at the date of invitation to participate. The number of shares is
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.
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Weighled
Long-term Save as you average
ircentive Reslricted earn exercise
plans SEP stock scheme . Tgtal price
Ordinary shares under aptionfaward {000) 7
31 July 2020 3,937 1,295 131 1,207 6,570 £1.89
Granted 2143 358 " 139 2,691 £0.68
Exercised (344) {611 (60} {165) (982) £2.03
Lapsed (819) (391) (18) (94) {1,324) £0.75
31 July 2021 4,915 851 b4 1,085 6,915 €1.63
Reclassification 348 1345 -
Granted 7,255 - 22 7434 o7
Exercised [EFZA (37°23) [163] 38 f838) £r9r
Lapsed (1.584) (190) {300 (22%) (2,433 657
31 July 2022 5,310 - 83 885 6,278 E'I.lﬁ

Options and awards were exercised on an irregular basis during the period. The average closing share price over the financial year was
1,476.3p {FY2021: 1,508.4p). There has been no change to the effective option price of any of the outstanding options during the period.
The number of exercisable share options at 31 July 2022 was nil {31 July 2021: nil}.

Total shares under

Weighted average

Total shares under

Weighted average

options/awards remaining contractual upt\ons/awa—ds remaining contractua.

at 31 July 2022 life at 31 July 2022 at31 July 2021 life at 31 July 2021
Range of exercise prices {"000) B {monihs)} o ,,,(,,DUO) B Lmon_!ﬂ
£0.00-£2.00 5,393 19 5.830 15
£6.01 - £10.00 490 18 £55 30
£10.01 - £12.00 3950 29 430 24

For the purposes of valuing options to arrive at the share-based payment charge, the binomiat option pricing model has been used. The key
assumptions used in the model were volatility of 25% to 20% (FY2021: 25% to 20%) and dividend yield of 2.6% (FY2021: 2.8%), based on
histarical data, for the period corresponding with the vesting period of the option. These generated a weighted average fair value for LTIP of
£14.81 (FY2021: £14.10), and restricted stock of £14.59 (FY2021: £14.63). Staff costs included £15m (FY2021: £14m) for share-based payments,
of which £14m (FY2021: £13m} related to equity-settled share-based payments.

10 Intangible assets

Acquireg Software,
intangroles patertsard
Drevelopment {seetable inte.lectual
Goodwill Costs below) property Total
Em fr £m £m £m
Cost I -
At 31 July 2020 1,254 155 546 174 2,12%
Foreign exchange rate movements {68} {7 {30) (&) 11
Business combinations 21 - 46 - 67
Additions - 8 ~ 10 8
Disposals - - -~ 0 n
At 31 July 2021 1,207 154 542 177 2,102
Foreign exchange rate movements a4 & 23 1 R
Additions 7 I &
At 31 July 2022 1,311 174 630 193 2,308
Amortisation and impairments
At 31 July 2020 62 112 249 142 565
Foreign exchange rate movements (3) 5 (15} {4} {27)
Amortisation charge for the year - 7 a3 7 67
Disposals - - - {1) n
At 31 July 2021 59 14 287 1464 604
FO\'EI_QFT;E_XéH;DQB rate movements T i - B - B
Amortisation charge for the year
Impairment charge for the year - .
At 21 July 022 T o o &7 i3 a7z 157 720
Net book value at 31 July 2022 o - 1,244 51 5T 36 1588
Net boak value at 31 July 2021 1.148 42 275 a3 1,498
Net book value at 31 July 2020 1192 43 297 37 1.564
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In addition to goodwill, acquired intangible assets comprise:
’ig:r::l; Total
and Customer acquired
trademarks Technalogy  relatisnships imMangibles
- Em tm £m Em
Cost o T
At 31 July 2020 15 139 392 546
Foreign exchange rate moverments {1 (7) 22 (30)
Business combinations 3 2 41 46
At31 July 2021 ' 17 134 e 562
Foreign exchange rate movements 2 8 48 £8
At31 July 2022 19 152 459 430
Amaortisation ) o o o o
At31 July 2020 4 40 185 249
Foreign exchange rate moverments - (3 (12) (15)
Charge for the year ] 10 47 53
At 31 July 2021 5 67 215 287
Foreign exchange rate movements 1 1€ 24 35
Charge for the year 2 16 59 b
At 31 July 2022 8 a7 278 373
Netbook value at31 July 2022 T o 1 65 181 257
Net book value at 31 July 2021 12 67 194 275
Net book value at 31 July 2020 11 79 207 297

Individually material intangibie assets comprise £71m of customer related intangibles attributable to United Flexible [remaining amortisation
period: 4 years), £61m of custormer relationship intangibles attributable to Merpho Detection (remaining amortisation period:

6 years), £35m of custorner-related intangibles attributable to Royal Metal (remaining amortisation period: 6 years), and £19m of
development cost intangibles attributable to a computed tomography programme in Detection that is currently under development.

The charge associated with the amortisation of intangible assets is included in operating costs on the consolidated income statement.

11 Impairment testing
Goodwill

Goodwill is tested for impairment at least annually or whenever there is an indication that the carrying value may not be recoverable.
Further details of the impairment review process and judgements are included in the "Sources of estimation uncertainty’ section of the
‘Basis of preparation’ for the consolidated financiat statements.

For the purpese of impairment testing, assets are grouped at the lowest levals for which there are separately identifiable cash-flows, known
as cash generating units (CGUs), taking into cansideration the commonality of reporting, policies, leadership and intra-divisional trading
relationships. Goodwill acquired through business combinations is allocated to groups of CGUs at a divisional {or operating segment) level,
being the lowest level at which management menitors performance separately.

The carrying value of goodwill at 31 July is allocated by division &s follows:

2022 2021

2022 Number of 201 Number of

£m CGUs £ CGUs

John Crane o S T 132 129 1
Smiths Detection* héh ? 510 1
Flex-Tek 194 169 1
Srmuths Interconnect 274 . 2410 i
Srniths Medical - - - 1
1,244 5 1,148 5

* In FY2022 the Smiths Detectian CBU has been restructured and tne Detection Russia business split into a separate CGU, see the 'Russraimpa ment charges and related closure costs’
sect on below for further details

Critical estimates used in impairment testing

The recoverable amount for impairment testing is determined from the higher of fair value tess costs of disposal and value in use cf the CGU.
In assessing value in use, the estimated future cash-flows are discounted to their present value using a post-tax discount rate that reflects
current market assessmernits of the time vatue of maney, from which pre-tax discount rates are determined.

Fair value less costs of disposal is calculated using aveilable information on past and expected future profitability, valuation multiples for
comparable guoted companies and sirilar transacticns (adjusted as required for significant ditferences) and information on costs cf similar
transactions. Fair value less costs to sell models are used when trading projections in the strategic plan cannot be adjusted to eliminate the
impact of a major restructuring.

The value in use of CGUs is calculated as the net present value of the projected risk-adjusted cash-flows of each CGU. These cash-tlow
forecasts are based on the F¥Y2023 business plan (as approved by the Board) and the five-year detailed divisional strategic projections which
have been prepared by divisionzl management and approved by the Chief Financial Officer.
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The key assumptions used in determining the value in use were:

- Revenue: Projected sales were built up with reference ta markets and product categories. They incorporated past performance, historical
growth rates and projections of developments in key markets;

- Average earnings before interest and tax margin: Projected margins reflect historical performance, our expectations for future cost
inflation and the impact of all completed projects to improve operational efficiency and leverage scale. The projections did not include the
impact of future restructuring projects to which the Group was not yet committed:

- Projected capital expenditure: The cash-flow forecasts for capitai expenditure were based on past experience and included committed
ongoing capital expenditure consistent with the FY2023 budget and the divisional strategic projections. The forecast did not include any
future capital expenditure that improved/enhanced the operation/asset in excess of its current standard of performance;

- Discount rate: The discount rates have been calculated based on the Group's weighted average cost of capital and risks specific to the CGU
being tested. In determining the risk adjusted discount rate, management considered the systematic risk to each of the Group’s CGUs and
applied an average of discount rates used by other companies for the industries in which Smiths divisions operate. Pre-tax rates of 11.3%
to 12.3% (FY2021: 9.9% to 13.2%) have been used for the impairment testing; and

- Long-term growth rates: Forthe purposes of the Group's value in use calculations, a long-term growth rate into perpetuity was applied
immediately at the end of the five-year forecast period. Growth rates for the period after the detailed forecasts were based on the
long-term GOP projections of the primary market for each CGU. The average growth rate used in the testing was 2.0% (FY2021: 2.1%),
These rates did not reflect the lang-term assumiptions used by the Group for investment planning.

The assumptions used in the impairment testing of CGUs with significant goodwill balances were as follows:
As at 31 May 202_2

Smiths Smiths

John Crane Detection Flex-Tek Interconnect

Net book value of goadwill (Em) o T T s e e
Basis of valuation Value inuse Value in use Value in use Value in use
Discount rate - pre-tax 123% 11.3% 1 7% 15.5%
- post-tax 7% 8.7% g 2% 9 3%

Period covered by management projections Syears Syears Dyears Syears
Revenue - compound annual growth rate over projection period 5.3% 3.8% 3 8% 6.0%
Average earnings before interest and tax margin 24.9% 16.1% 19.7% “78%
Long-term growth rates ' 9% 2.4% 1.7 2.1%
Asat 31 Juy 2021

Smiths Smiths Smuths
_ John Crane Detection Flex-Tek \merconnect_ _Me—d\ci

Net book value of goodwill (£rm) ’ T 129 410 YT 260 535
Basis of valuation Value in use Value inuse Valle nuse Value inuse Value inuse
Discount rate - pre-tax 13.2% 10.3% 1.4% 11.1% 9.9%
- post-tax 2.5% 8.2% 2.1% 9.0% 8.0%

Period covered by management projections byears byears byears Syears Syears
Revenue - compound annual growth rate over projection period 6.4% 2.8% 5.0% 59% 59%
Average earnings before interest and tax margin 25.4% 13.4% 20.0% 19.0% 18.8%
Long-term growth rates 2.1% 1.8% 19% 2.4% 2.2%

Forecast earnings before interest and tax have been projected using:

- expected future sales based on the strategic plan, which was constructed at a market tevel with input from key acceunt managers, product
lire managers, business devetopment and sales teams. An assessment of the market and existing contracts/programmes was made to
produce the sales forecast; and

- current cost structure and production capacity, which include our expectations for future cost inflation. The projections did not include the
irmpact of future restructuring projects to which the Group was not yet committed.

Sensitivity analysis
With the exception of the Smiths Detection CGU, the recoverable amount of all CGUs exceeded their carrying value, on the basis of the
assumptions set out in the table above and any reasonably possible changes thereof.

The estimated receverable amcunt of the Smiths Detection CGU exceeded the carrying value by £110m. Any decline in estimated valug

i use in excess af this amount would result in the recagnition of impairment charges. If the assumptions used in the impairment review
were changed to a greater extent than as presented in the following table, the changes would, inisolation, lead to impairment losses being
recognised for the year ended 31 July 2022:

Crange ~equirec for carrying va.ue 1= equal recoverable amaunt - FY2022

Revenue - compound annual growth rate {CAGR) over 5-year projection period
Average earnings before interest and tax margin

Post-tax discount rate

Smiths Detection
-240 bps docrease
-153C bps docraase

-0 bps Increase

Note Long-term growth rates ae motc.Lded P the senst wiy taole sbove as maragemert corsider that there srareasorahly poss ble c-a-ge .« lorg-term growth rate tnat would resultn

animpa rment
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Smiths Detection
-560 bps decrease
+220 bps increase

Property, plant and equipment, right of use assets and finite-tife intangible assets

At each reporting period date, the Group reviews the carrying amounts of its property, plant, equipment, right of use assets and finite-life
intangible assets to determine whether there is any indication that those assets have suffered an impairment loss.

The Group has no indefinite life intangible assets other than goodwill. During the year, impairment tests were carried out for capitalised
development costs that have not yet started to be amortised and acquired intangibles where there were indications of impairment. Value in

use calculations were used to determine the recoverabie values of these assets.

In the current year the Group has recognised £17m of impairment charges against its Russia related net balance sheet exposure

{(FY2021: £nit), see below.

Russia impairment charges and related closure costs

As announced in March 2022, in the current year the Group suspended sales into Russia. Following this decision the Smiths Detaction
reporting structure has been restructured and the Detection Russia business split into a separate CGU, £4m of the Detection CGU has been

apportioned to the Detection Russia CGU and fully impaired.

Management has assessed all Group operations for their exposure to Russia and the value of these Russia related net assets has been
fully impaired in FY2022, The Group has recognised £19m of Russia related impairment charges and closure costs through non-headline

operating expenses in FY2022 (see note 3}, which are analysed as follows:

Smuths
John Crane Detection Total
£m £m £m
Goodwill o - 4 L
Working capital balances 9 4 13
Net impairment charge 9 B 17
Related closure costs - 2 2
Russian impairment and related closure costs 9 BT 19
12 Property, plant and equipment
Fixtures,
fittings,
Land and Plant and tools and
buldings  machinery  eguipment Total
£fm £tm £m £m
Cost or valuation - o - B o o
At 31 July 2020 175 383 133 691
Foreign exchange rate movements (6) 210 (6) {33)
Business combinations - 2 - 2
Additions 6 38 - [
Disposals 3 {14] (5) {22}
At 31 July 2021 172 388 122 682
Foreign exchange rate movements 14 27 £ 57
Additions 4 47 c 42
Disposals U4 (10 £ (291
At31 July 2022 176 457 129 782
Depreciation T a
At 31 July 2020 102 261 110 473
Fareign exchange rate movements (3 (15} () {24}
Charge for the year 10 26 4 40
Disposals (3 (12 {4) 19
At 31 July 2021 106 250 104 470
Foreign exchange rate movements k4 Z h 29
Charge for the year 7 24 / 28
Disposals 1 vl (75
At 31 July 2022 108 299 112 519
Net book value at 31_JuLy 2022 - 68 158 EETAE )
Net hook value at 31 July 2021 66 128 18 217
Net book value at 31 July 2020 73 122 23 218
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13 Right of use assets
Praperties Vehicles Equipment Total
£m B £m £m EL
Cost or valuation
At 31 July 2020 110 14 1 125
Foreign exchange rate movements (51 w - (¢
Business combinations b4 1 - 10
Recegnitiep of right of use asset 44 3 - 47
Derecognition of right of use asset 12 - - 2
At 31 July 2021 146 17 1 164
Foreign exchange rate movements W7 1 - 13
Recognition of right of use asset 1= 4 - 2z
Derecognition of right of use asset 2] i (3
At31 July 2022 L) 21 1 194
Depreciation T o - -
At 31 July 2020 26 5 - N
Foreign exchange rate movemnents (2) - - (2)
Charge for the year 27 5 - 32
Derecoagnition of right of use asset (5) - - (8)
At31 July 2021 ’ 46 10 - 56
Foreign exchange rate movements B ) - &
Charge for the year Z5 5 - 30
Derecognition of right of use asset 1 o - vl
At 31 July 2022 I 90
Net book value at 31 July 2022 e 99 6 1 106
Net book value at 31 July 2021 100 7 1 108
Net book value at 31 July 2020 L - 9 1 94
14 Financial assets - other investments
lwvesiment in Deferred  Investments Cash
ICJ Medical, contingent  ineariy stage collateral
Incequity  consideratior businesses deposit Total
m m £m £m £m
Cost or valuation - i - S
At 31 July 2020 - - 8 1 19
Disposals - - - 7 7
Fair value change through Other Comprehensive Income - - UJ - m
At 31 July 2021 - - 7 4 "
Foreign exchange rate movernents - ! - ‘
Additions L7 Kin 4 - L0
Disposat - - 4 fal
Fair value change through Profit and Loss - a0 1 - ik
Fair value change through Other Comprehensive income oz o - 1L
At 31 July 2022 364 1% 8 4 395

Following the sale of Smiths Medical the Group has recognised a financial asset for its investment in 10% of the equity in ICU Medical, Inc
{ICU) and a financial asset for the fair value of $100m additional sales consideration that is contingent on the future share price performance
of ICU.

The Group's investments in early stage businesses are in businesses that are developing or commercialising relaied technology.
Cash ccllateral depaosits represent amounts held on deposit with banks as security far liabilities or letters of credit.

15 Inventories

31 July2022 37 July 2020
£m £m

Raw materials and consumables 187 117
Wark in progress 104 81
Finished goods 27 183
Total inventories 570 381

in FY2022, operating costs for continuing operations included £1,323m (FY2021: £1,233m} of inventory consumed, £12m {FY2021: £8m} was
charged for the write-down of inventory and £12m [FY2D21. £4m} was released from provisions no longer required.

Discontinued operations consurnad £95m (FY2021: £218m) of inventary, Enil (FY2021: £4m) was charged for the write-down of inventory and
£nil (FY2021: £1m) was released from provisions no longer required. Further details of discontinued operations are disclosed in note 27.
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Inventory provisioning
I July2022 31 July 2021
_ - _ B £€m £m
Gross inventory carried at full value 492 324
Gross value of inventory partly or tully provided for 131 104
423 428
Inventory provision {53) {47}
Inventory after provisions ) 570 261
16 Trade and other receivables
3 July2022 31 July 2021
m £m
Non-current o ) B T T
Trade receivables 1
Contract assets hg 49
Other receivables 0 10
' e 59
Current T T ’ T
Trade receivables 504 431
Prepayments 33 26
Contract assets 127 131
QOther recevables 77 47
T 738 630

Trade receivables do not carry interest. Management considers that the carrying value of trade and other receivables approximates to the
fair value. Trade and other receivables, including prepayments, accrued income and other receivables qualifying as financial instruments
are accounted for at amortised cost. The maximum credit exposure arising from these financial assets was £726m (FY2021: £629m).

Contract assets comprise unbilled balances not yet due on contracts, where revenue recognition dees not align with the agreed payment
schedule. The main movements in the year arose from increases in contract asset balances of £19m (FY2021: £18m) principally within

Smiths Detection, offset by £15m of foreign currency translation losses (FY2021: £6m loss).

Anumber of Flex-Tek's and Interconnect's customers provide supplier finance schemes which allow their suppliers to sell trade receivables,
without recourse, 1o banks. This is cormanly known as invaice discounting or factoring. During FY2022 the Group collected £92m of

receivables through these schemes (FY2021: £90m). The impact of invoice discounting on the FY2022 balance sheet was that trade

receivables were reduced by £19m (2021: £14m). The cash received via these schemes was classified as an operating cash inflow as it had

arisen from operating activities.

Trade receivables are disclosed net of provisions for expected credit loss, with historical write-offs used as a basis and a default risk
multiplier applied to reflect country risk premium. Credit risk is managed separately for each customer and, where appropriate, a credit
limit is set for the custemer based on previous experience of the customer and third-party credit ratings. The Group has ro significant
concentration of credit risk, with exposure spread over a large number of customers. The largest single customer was the US Federal

Government, representing 7% (FY2021: 7%) of Group revenue.

Ageing of trade receivables

I July2022 31 July 2021

£m £m

gde_re_ceiv-ables which are not yet due a o - T EEi_SB_B
Trade receivables which are between 1-30 days overdue 51 45
Trade receivables which are between 31-40 days overdue 24 15
Trade receivables which are between 61-90 days overdue " 8
Trade receivables which are between 91-120 days overdue 7 5
Trade receivables which are mere than 120 days overdue 24 52
' 543 463
Expected credit loss allowance provision (28] (32)
Trade receivables - 507 &3

Movernent in expected credit loss allowance

3 July 2022 31 July 2021

£m tm

Brought forward loss allowance at the start of the period - o B 32 35
Exchange adjustments 4 {2)
Increase in allowance recogmsed In the income statement 8 6
Amounts written off or recovered during the year @ 7
Carried forward loss allowance at the end of the year o . . 3'5 32
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17 Trade and other payables

31 July2022 31 July2021
£Em £Em

Non-current

Other payables 13 13
Contract liabilities 33 44
T 59

Current B ) o 7 - N i S
Trade payables 282 188
Other payables 57 39
Other taxation and social security costs 30 28
Accruals 183 188
Contract liahilities 130 87
‘ 682 530

Trade and other payables, including accrued expenses and other payables qualifying as financial instruments, are accounted for at
amortised cost and are categorised as Trade and cther financial payables in note 21.

Contract liabilities comprise deferred income balances of £163m (FYZ021: £133m] in respect of payments being made in advance of revenue
recognition. The movement in the year arises primarily from the long-term contracts of the Smiths Detection division where invoicing under
milestones precedes the delivery of the programme performance obligations. Revenue recognised in the year includes £113m (FY2021: £34m)
that was included in the opening contract liabilities balance. This revenue primarily relates to the delivery of performance obligations in the
Smiths Detection business.

18 Borrowings and net debt
This note sets out the calculation of net debt, an important measure in explaining our financing position. Net debt includes accrued interest
and fair value adjustments relating to hedge accounting.

31 July 2022 31 July 2021
£m £m

Eésh and cash equivalents

Net cash and deposits ) 1,056 405
Short-term borrowings
€4600m 1.25% Eurobona 2023 562) -
Overdrafts ) -~
Lease liabilities {29) (z7)
Interest accrual (6 ®
I _ — I . O )
Long-term boﬁ\&i@ T T T T S B ) - -
$400m 3.625% US$ Guaranteed notes 2022 - (289)
€600m 1.25% Eurcbond 2023 - (514)
€450m 2.00% Eurobond 2027 [538) (567)
Lease liabilities (90} {94)
b - ' ) (528)  (1,468)
Borrowings / Gross debt ~ (1168) {1,502)
Dervatives managing interest rate risk and currency profile of the debt 7 {4 75

Net cash/{debt) (31 Jyly 2021 comparative excludes £4m of net cash in businesses heldfor sate) o \(1'@ ~ (1022)

Cash and cash equivalents
31 July 2022 37 Juy 2021
im tm

Cash at bank and in hand

2% 219
Short-term deposits 404 184
Cash and cash equivalents Lose_ A

Cash and cash equivalents include highly liquid investments with maturities of three months or lass. Borrowings are accounted for
at amortised cost and are categorised as other financial liabilities. See note 18 for a maturity analysis of borrowings. Interest of £30m
(FY2021: £30m) was charged to the consolidated income statement in the period in respect of public bonds.
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Analysis of financial derivatives on balance sheet
Non-current Current Current  Non-current
assets assels Liabilites liabilities Net balance
L fm £m . tm £in tm
Derivatives rn-anagmg interest rate risk and currency profile of the debt o S - - (20) (201 (40)
Foreign exchange forward contracts S S )| - {3)
At 31 July 2022 - - 4 {27 o0 43)
Derivatives managing interest rate risk and currency profile of the debt 75 - - - 75
Foreign exchange forward contracts - 2 3 - m
At31July2021 75 2 (3) - 74
Movements in assets/{liabilities) arising from financing activities
Changes in net debt
Interestrate Changes in Totak
Cash Other & cross- other financing liabilities
and cash short-term Lang-lerm currency iterns: FX  from financing
equivalents borrowings barrowings SWaps Netdebt contracts activities
- ) £m £m £m £m £m o £m £m
At31 July 2020 T 4 (1,520) 82 (1,113) @ (1,115)
Foreign exchange gains/{losses) {24) 2 79 - 57 {3,200} (3143
Net cash inflow from continuing operations * 63 33 - - 96 3,200 3,296
Lease liabilities acquired - {1} {10} - (11} - 11
Net mavement from lease modifications - (46} - - (46) - (46)
Fair value movement from interest rate hedging - - 8 - 8 - 8
Revaluation of derivative contracts - - - {7) {7) 3 (4}
Interest expense taken to income statement** - {4) {31 - {35) - (35)
Interest paid - - 29 - 29 - 29
Reclassification to short-term borrowings - 21 (21) - - - -
At 31 July 2021 - 405 {38) (1,468 75 1,022) 1 (1,021)
Foreign exchange gaiﬂs/(losses)‘mm N 82 i3l 4 - 63 (6,799 {6,724)
Net cash inflow froem continuing operations * hEQ 34 292 - 218 4,769 7717
Net movemnent from lease modifications - 22) - - {22) - {221
Fair value movernent from interest rate hedaqing - 2 27 - 29 - 29
Revaluation of derivative contracts - : - {115) (115) 14] (1%
Interest expense taken to income statermnent** - (35} - - {34 - {34
Interest paid - da - 24 - 34
Reclassification to short-term borrowings - {£78] L8 - 7 -
At 31 July 2022 o 1,056 (538) '(628)7 (40} (150} 3} (1‘53)

.

In F¥21,the net cash inflow for the tola, Group meluding discontinued operations was €9 1m £63m from continuing eperations and £28m from discentinued operations. In FY2Z, the net
cash inflow for the total Group including discontinued operations was £589m, £57m of which related to the cash held by the Smiths Medical at the ime of dispasal

** The Group has also incurred £8m (FY2021 £9m) of bank charges that were expensed when pa.d and were not included in net debt.

Cash pooling

Cash and overdraft balances in interest compensation cash pooling systems are reported gross on the balance sheet. The cash pooling
agreements incorperate a legally enforceable right of net settlement. However, as there is na intention to settle the balances net, these
arrangements do not gualify for net presentation. At 31 July 2022 the total value of overdrafts on accounts ininterest compensation cash
pooling systemns was Enil (FY2021: £nil}. The balances held in zero balancing cash pooling arrangements have daily settlement of balances.
Therefore netting is not relevant.

Secured loans
Loans amounting to £nil (FY2021: £nil) were secured on plant and equipment with a hook value of £nil (FY2021: £nill.

Change of control

The Company has in place credit facility agreements under which a change in control would trigger prepayment clauses. The Cempany also
has bonds in issue, the terms of which would allow bondholders to exercise put options and require the Company to buy back the bonds at
their principal amount plus interest if a rating downgrade occurs at the same time as a change of control takes effect.

Lease liabilities

Lease liabilities have been measured at the present value of the remaining lease payments. The weighted average incremental borrowing
rate applied to lease liabilities in FY2022 was 3.63% (FY2021: 3.3%).
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19 Financial risk management
The Group's internatienal operations and debt financing expose it to financial risks which include the effects of changes in foreign exchange
rates, debt market prices, interest rates, credit risks and liquidity risks. The management of operational credit risk is discussed in nate 16.

Treasury Risk Management Policy

The Board maintains a Treasury Risk Management Policy, which governs the treasury operations of the Group and its subsidiary companies
and the consolidated financial risk profile to be maintained. A report on treasury activities, financial metrics and cempliance with the Policy
is circulated to the Chief Financial Officer each month and key elements to the Audit and Risk Cornmittee on a semi-annual basis.

The Policy maintains & treasury control framewaork within which counterparty risk, financing and debt strategy, cash and liquidity, interest
rate risk and currency translation management are reserved for Group Treasury, while currency transaction management is devolved to
operating divisions.

Centrally directed cash management systems exist globally to manage overall liguid resources efficiently acrass the divisions. The Group
uses financial instruments to raise financing for its global operations, to manage related interest rate and currency financial risk, and to
hedge transaction risk within subsidiary companies.

The Group does net speculate in financial instruments. All financial instruments hedge existing business exposures and all are recognised
on the balance sheet.

The Policy defines four treasury risk components and for each component a set of financial metrics to be measured and reported monthly
against pre-agreed objectives.

1) Credit quality

The Group's strategy is to maintain a solid investment-grade rating to enstire access (o the widest possible saurces of financing at the

right tirme and ta optimise the resulting cost of debt capital. The credit ratings at the end of July 2022 were BBB+/ Baa2 (both stable) from
Standard & Poor's and Moody's respectively. An essential element of an investment-grade rating is consistent and robust cash-flow metrics,
The Group's objective is to maintain a net debt/headline EBITDA ratio of two times or lower over the medium term. Capital management is
discussed in more detail in note 26,

2} Debt and interest rate

The Group's risk management objectives are to ensure that the majerity of funding is drawn from the public debt markets with the average
maturity profile of gross debt to be at or greater than three years, and between 40-60% of gross debt is at fixed rates. At 31 Juty 2022 these
measures were 100% (FY2021: 100%), 2.7 years (FY2021. 3.2 years) and 50% (FY2021: 54%}. The average maturity profite of gross debt is
below the target of three years because the net cash resources of £1.055m are sufficient to cover the short-term borrowings of £538m.

The Group remains in full compliance with all covenants within its external debt agreements. Interest rate risk management is discussed
in note 19(b).

3} Liquidity management

The Group's objective is to ensure that at any time undrawn committed facilities, net of short-term overdraft financing, are at least £300m
and that cornmitted tacilities have at least 12 months to run untl maturity. At 31 July 2022, these measures were £657m (FY2021: €575m)
and 27 manths (FY2021: 39 months). At 31 July 2072, net cash rescurces were £1,055m (FY2021: £465m). Liquidity risk rmanagernent is
discussed in note 19(d).

4) Currency management

The Group is an international business with the majority of its net assets denominated in fareign currency. 't protects the balance sheet
and reserves from adverse foreign exchange movements by financing foreign currency assets where appropriate in the same currency.
The Group's objective for managing transaction currency exposure is to reduce medium-term volatility to cash-flow, margins and earnings.
Foreign exchange risk managernent is discussed in note 18(a) below.
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(a) Foreign exchange risk

Transactional currency exposure

The Group is exposed to foreign currency risks arising from sales or purchases by businesses in currencies nther than their functional
currency. Itis Group policy thal, when Lhe net foreign exchange exposure to known future sales and purchases is material, this exposure
is hedged using forward foreign exchange contracts. The net exposure is calculated by adjusting the expected cash-flow for payments or
receipts in the same currency linked to the sale er purchase. This policy minimises the risk that the profits generated from the transaction
will be affected by foreign exchange movements which accur after the price has been determined. Hedge accounting documentation and
effectiveness tasting are onty undertaken if it is cost effective.

The following table shows the currency of financial instruments. It excludes loans and derivatives designated as net investment hedges.
At31 July 2022

Sterling us$ Euro QOther Total
£m £m £m Em €m
Financial assets and liabilities o T ﬁ o
Financial instruments included in trade and other receivables a 42 114 16% T
tinancial instruments included in trade and other payables (52} {239 (98] (101} {450}
Cash and cash equivalents 355 506 74 120 1,055
Borrowings not designated as net investment hedges (28} (58) (14) {19 {1151
I S e 632 7% "4 1193
Exclude balances held in operations with the same functional currency. {322) {149) (80} {142} {693}
Exposure arising from intra-Group loans - {419} (Z7) (851 (533
Future forward foreign exchange contract cash-fiows (42) Y {38) 126 -
- ' G 26 {9 58 (35)
At 371 July 2021
Sterling uss ’ Euro Other o Total
£m £m Em_ £m ) _E_m
Financial assets and liabilities o
Financial instruments included in trade and other receivables 28 326 13 177 644
Finzncial instruments included in trade and other payables (49) 1167} (79) (64) {359
Cash and cash equivalents 46 187 80 92 405
Borrowings not designated as net investment hedges 311 {55 2 e -9
T T T T S {6 é‘ﬁ 102 184 571
Exclude balances held in operations with the same functional currency 7 (110} 180} (183) (388)
Exposure arising from intra-Group loans - 1182} (9 (75} (276)
Future forward foreign exchange contract cash-flows (51 (67 22 %% -
' (50) 68) 25 22 {71)

Financial instruments included in trade and other receivables comprise trade receivables, accrued income and other receivables which
qualify as financial instruments, Similarly, financial instruments included in trade and other payables comprise trade payables, accrued
expenses and other payables that qualify as financial instruments.

Based on the assets and liabilities held at the year-end, if the specified currencies were to strengthen 10% while all other market
rates remained constant, the change in the fair value of financial instrurments not designated as net investment hedges would have the
following effect:

Impact on Bain/{loss) Impact on Gain/lloss)

profit recognisedin profit  recognised in

for the year reserves for the year reserves

FYzo22 FY2022 FYzon Fv2021

£m Em £m tm

US dollar (3 . 3 2
Euro 8 i 2 {5
Sterling 4 - )] pi

These sensitivities were calculated before adjusting for tax and exclude the effect of quasi-eguity intra-Group loans.

Cash-flow hadging

The Group uses forward fareign exchange contracts to hedge future foreign currency sales and purchases. At 31 July 2022, contracts with a
nominal value of £147m {FY2021: £107m) were designated as hedging instruments. In addition, the Group had outstanding foreign currency
contracts with a nominal value of £226m (FY2021: £251m) which were being used to manage transactional foreign exchange exposures, but
were not accounted for as cash-flow hedges. The fair value of the contracts is disclosed in note 20.

The majority of hedged transactions will be recognised in the consolidated incarne statement in the same period that the cash-flows are
expected to occur, with the only differences arising because of normal commercial credit terms on sales and purchases. Itis the Group’s
policy to hedge 80% of certain exposures for the next two years and 50% of highly probable exposures for the next 12 months.

Hedge effectiveness is determined at the inception of the hedge relationship, and through periodic prospective effectiveness assessments
te ensure that an economic relationship exists between the hedged itern and hedging instrument. The foreign exchange forward contracts
have similar critical terms to the hedged items, such as the notional amounts and maturities. Therefore, there is an economic relationship
and the hedge ratio is established as 1:1.
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The main sources of hedge ineffectiveness in these hedging relationships are the effect of the Group’s and the counterparty credit risks
on the fair value of the foreign exchange forward contracts, which is not reflected in the fair value of the hedged item and the risk of
over-hedging whers the hedge relationship requires re-balancing. No other sources of ineffectiveness emerged from these hedging
relationships. Any hedge ineffectiveness is recognised immediately in the incomne statement in the period that it occurs. Of the foreign
exchange contracts designated as hedging instruments, $8% are for periods of 12 months or less {(FY2021: 89%).

The following table presents a reconciliation by risk category of the cash-flow hedge reserve and analysis of other comprehensive income
in relation te hedge accounting:

Year ended Year ended
31 July2022 31 Juy 2021

£m £m
E;ugh!%ard cashfflovhejgas;vasi:nmaj\\\7*—”_7_ - 2 -
Foreign exchange forward contracts: Net fair value gains on effective hedges (&) 1
Amount reclassified to incorne statement -~ cost of sales - 1

Amount reclassified to income statement - finance costs 1 -

Carried forward cash-flow hedge reserve at end of year ) {3) 2

The following tables set out information regarding the change in vatue of the hedged item used in calculating hedge ineffectiveness as well
as the impacts on the cash-flow hedge reserve:

Changes invalue of the Changesinvalue of the
hedged item fer ¢alculating hedging instrument for Cash-flow
ineffectiveness  calculating ineffectiveness hedge reserve
Hedged item Hedged exposure Hedging instrument Financia. year £m £m £m
Sales and Foreign currency  Foreign exchange E\_(ZUEZ_ (&7 . b el
purchases risk contracts Fy2021 1 m 1

Cash-flow hedges generated Enil of ineffectiveness in FY2022 (FY2021: £nil} which was recognised in the income staternent through
finance costs,

Translational currency exposure

The Group has significant investments in overseas operations, particularly in the US and Europe. As a result, the sterling value of the Group's
balance sheet can be significantly affected by moverments in exchange rates. The Group seeks ta mitigate the effect of these translational
currency expesures by matching the net investrnent in overseas operations with borrowings denominated in their functional currencies,
except where significant adverse interest differentials or other factors would render the cost of such hedging activity uneconomic. This is
achieved by borrowing primarily in the relevant currency or in some cases indirectly using cross-currency swaps.

Net investment hedges
The table below sets out the currency of leans and swap contracts designated as net investment hedges:

At 31 July 2022 AL31 July 2021
us$ Euro Total uss Euro Total
£€m £m £m €rm £m £m

Loans designated as net investment hedges - G0 el (2880 @59 (744
Cross-currency swap {615} - ie15) {539} - (539)
@15 (45 oss)  (824) (459  1,283)

At 31 July 2022, cross-currency swaps hedged the Group's exposure to US dollars and euros {31 July 2021: US dollars and euros). All the
cross-currency swaps designated as net investment hedges were current and non-current (FY2021: non-current).

Swaps generating £354m of the US dollar exposure (FY2021: £310m) will mature in Aprit 2023 and swaps generating £261m of the US dollar
exposure (FY2021: £229m) will mature in February 2027.

In addition, non-swapped borrowings were also used to hedge the Group's exposure to US dollars and euros (31 July 2021 US dollars and
eurss). Borrowings generating £285m of the US dollar exposure {FY2021: £285rm) have been prepaid in February 2022,

Borrowings generating £500m of the eurc exposure [FY2021: £508m) will mature in April 2023 and borrowings generating £287m of the eure
exposure (FY2021: £292m} will mature in February 2027.

Hedge effectiveness is determined at the inception of the hedge relationship, and through periodic prospective effectiveness assessments
to ensure that an economic relationship exists between the hedged itern and hedging instrument. The swaps and borrowings have the same
notional amount as the hedged items and, therefore, there is an economic relationship with the hedge ratio established as 1:1.

The main sources of hedge ineffectiveness in these hedging relationships is the effect of the counterparty and the Group’s own credit
risk on the fairvalue of the foreign exchange forward contracts which is not reflected in the fair value of the hedged item and the risk of
over-hedging where the hedge relationship requires re-balancing. Ne other sources of ineffectiveness emerged from these hedging
relationships. Any hedge ineffectiveness is recognised immediately in the income statement in the period that it occurs.
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The following table presents a reconciliation by risk categary of the net investmient hedge reserve and analysis of other comprehensive
income in relation to hedge accounting:

Year ended Year ended
31July 2022 31 July 2021
£m £m

Brought forward net investrment hedge reserve at start of year {238) (314)
Cross-currency swaps Net fair value gains on effective hedges {82} 14
Bonds Net fair value gains on effective hedges 5 62
Armounts removed from the hedge reserve and Profit/(loss} on business disposal 103 -
recognised in the income statement _
Carried forward net investment hedge reserve at end of year _ (212) (238)

The following table sets out information regarding the change invalue of the hedged item used in calculating hedge ineffectiveness as well
as the impacts on the net investment hedge reserve as at 31 July 2022 and 31 July 2021:

Changesin value of the Changesin value of the
hedged item fer calculating hedging instrument for Netinvestment
ineffectiveness calculating ineffectiveness hedge reserve
Hedged item Hedged expasure Hedgirg Instrument Financwatyea_r £€m £€m L £m
Overseas Foreign currency Cross-currency swaps FY2022 82 (82} {82)
operation risk Bonds FYz022 B 5 5
77 ] o v
Overseas Foreign currency Cross-currency swaps FY2021 (14) 17 14
oparation risk Bonds Fy2021 t62) 62 62
{76} 79 L

Net investment hedges generated £1m of ineffectiveness in FYZ022 (FY2021: £3m) which was recognised in the income statement through
finance costs,

The fair values of these net investment hedges are subject to exchange rate movements. Based on the hedging instruments in place
at the year-end, if the specified currencies were to strengthen 10% while all other market rates remained constant, it would have the
following effect:

Loss Loss

recognised recognised

Inhedge in hedge

reserve reserve

31 July 2022 31 July 2021

£m tm

US dollar &8 92
Eure a0 51

These moverments would be fully offset by an opposite movement on the retranslation of the net assets of the cverseas subsidiaries.
These sensitivities were calculated before adjusting for tax.

(b) Interest rate risk

The Group operates an interest rate policy designed to optimise interest cost and reduce volatility in reported earnings. The Group's current
policy is to require interest rates to be fixed within a band of between 40% and 60 % of the level of gross debt. This is achieved through fixed
rate borrowings and interest rate swaps. At 31 July 2022, 50% (FY2021: 54%) of the Group's gross borrowings were at fixed interest rates,
after adjusting for interest rate swaps and the impact of short maturity derivatives designated as net investment hedges,

The Group menitors its fixed rate risk profile against beth gross and net debt. For medium-term planning, it focuses on gross debt to
eliminate the fluctuations of variable cash levels over the cycle. The weighted average interest rate on borrowings and cross-currency
swaps at 31 July 2022, after interest rate swaps, was 3.06% (FY2021: 2.06%j.
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Interest rate profile of financial assets and liabilities and the fair value of borrowings

The following table shows the interest rate risk exposure of investments, cash and borrowings, with the borrowings adjusted for the impact
of interest rate hedging. Other financial assets and liabilities do not earn or bear interest, and for all financial instrurnents except borrowings,
the carrying value is not materially different from their fair value.

A5 at31 July 2022 ’,AS at 31 July 2021
At fair value Cashand Atiairvalue Cash and
through cash Fair valueof  through profiy cash Falrvalue of
profiter loss equivalents Borrowings borrowings orloss  enuivalents  Borrowings borrowings
£m fm €M fm 0t

Fixed interest
Less than one year - - 1203) {203 - - {36} (36)
Between one and five years - - 1357) {359 - 418) (434)
Greater than five years ~ - - L v ~ - {321) [353)
Total fixed interest financial liabilities - - (584) {586) - - {775) (823)
Floating rate interest financial assets/{liabilities)* 390 970 (b8} (286} 4 333 (727) (734)
Total interest-bearing financial
assets/(liabilities) 390 970 (1,154) (1172) 4 333 {1,502} {1,559)
Non-~interest-bearing assets in the same category 4 86 - - 7 72 - -
Total 96 1856 (L) (7] 405 4504 (1,859

*  Fair value gaiis and losses n this category of gssets are recogmsed in ather comprehensive ircarme.

Interest rate hedging

The Group also has exposures to the fair values of non-derivative financial instruments such as EUR and USD fixed rate borrowings.
To manage the risk of changes in these fair values, the Group has entered into fixed-to~floating interest rate swaps and cross-currency
interest rate swaps which for accounting purposes are designated as fair value hedges.

At 31 July 2022 and 31 July 2021, the Group had designated the following hedges against variability in the fair value of borrowings arising
from fluctuations in base rates:
- €400m of the fixed/floating element of the EUR/USD interest rate swaps that mature on 28 Aprif 2023 partially hedging the €

2023 Eurobond;

- £300m of the fixed/floating and € exchange exposure of EUR/USD interest rate swaps maturing on 23 February 2027 partially hedging the
€ 2027 Eurobond; and

- The $150m interest rate swap which matures on 12 October 2022, partially hedging the USD 2022 Guaranteed notes, was early redeemed
in February 2022.

The fair values of the hedging instruments are disclosed in note 20. The effect of the swaps was to convert £588m {FY2021: £705m)

debt fram fixed rate to floating rate. The swaps have similar critical terms to the hedged items, such as the reference rate, reset dates,
notienal amounts, payment dates and maturities. Therefore, there is an econornic relationship and the hedge ratio is established as 1:1.
Hedge effectiveness is determined at the inception of the hedge relationship, and through periodic prospective effectiveness assessments to
ensure that an economic relationship exists between the hedged item and hedging instrument.

The main sources of hedge ineffectiveness in these hedging relationships is the effect of the currency basis risk on cross-currency interest
rate swaps which are not reflected in the fair value of the hedged item. No other sources of ineffectiveness emerged from these hedging
relationships. Any hedge ineffectiveness was recognised immediately in the income statement in the period in which it occurred.

The following table sets out the details of the hedged exposures covered by the Group's fairvalue hedges:

Hedgeditem Hedged exposure

Interest rate risk

Fixed rate

bonds {a) Interest rate & currency rate risk
Fixed rate Interest rate risk

bonds (a} Interest rate & currency rate risk

{a) C.ass f-eaas borrow ngs

Changesin value
ofhedged item
ftor calculating

Changes in valye of the
hedging instrument
for calculating

Carrying amount

Firaraial ineffectiveness ineffectiveness Assets Liabilities
year £m £&m £m £m

T oFva2z & I "
FY202?2 2 o - 292

29 (28} - 588

©oFvaozt 5 G - 449
FYz021 4 7 ~ 256

9 (12) - 705

Accumulated fair value
adjustments onhedged item

Liabilities
£m
{2
154
I
]
14

22

Assets
£m

Fair value hedges generated a £ 1m ineffectiveness in FY2022 (FY2021. £3m) which was recognised in the income statement through

finance costs,
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Sensitivity of interest charges to interest rate movements

The Group has expusute Lo slerling, US dollar and euro interest rates. However, the roup does not have a signiticant exposure to interest
rate movemnents for any individual currency. Based on the composition of net debt and investments at 31 July 2022, and taking into
consideration all fixed rate borrowings and interest rate swaps in place, a one percentage point (100 basis peints) change in average floating
interest rates for all three currencies weuld have a £2m impact (FY2021: £5m impact) on the Group's profit before tax.

Impact of LIBOR transition

The UK Financial Conduct Authority announced on 5§ March 2021 that LIBOR benchmark rates will be discontinued after 31 Decermber 2021
except the majority of US dollar settings which will be discontinued after 30 June 2023. The Group is exposed to interest rate benchmark
reform on its interest rate swaps and cross-currency interest rate swaps which reference 3-month and 6-month USD LIBOR, have an
aggregate nominal value of USD 749m, and mature between April 2023 and February 2027. In April 2021 the Group confirmed adherence te
the IS0A 2020 IBOR Fallbacks Protocol as published by the International Swaps and Derivatives Association, Inc. {ISDA} on 23 October 2021
{the Protocol}, ensuring that appropriate fallbacks can apply to these derivatives in the event of LIBOR discontinuation.

{¢) Financial credit risk

The Group is exposed to credit-related losses in the event of non-performance by counterparties to financial instruments, but does not
currently expect any counterparties to fail to meet their obligations. Credit risk is mitigated by the Board-approved policy of only placing cash
deposits with highly rated relationship bank counterparties within counterparty limits established by reference to their Standard & Poor’s
long-term debt rating. In the normal course of business, the Group operates cash pooling systemns, where a legal right of set-off applies.

The maximum credit risk exposure in the event of other parties failing te perform their cbligations under financial assets, excluding trade
and other receivables and derivatives, totals £1,067m at 31 July 2022 (FY2021: £416m).

I July 2022 37 July 2021
£m Em

Cash in AAA Liquidity funds o 551 16
Cash at banks with at least a AA- credit rating 164 44
Cash at banks with all other A credit ratings 377 237
Cash at other banks 4 6
Investments in bank deposits 4 4
Other investments ) 7 7

- ' 1,067 “s

At 31 July 2022, the maximum exposure with a single bank for deposits and cash was £339m (FY2021: £79m), whilst the maximum mark
to market exposure with a single bank for derivatives was £15m (FY2021: £26m). These banks have AAA and AA- credit ratings respectively
{(FY2021: Both AAA and AA-)

(d} Liquidity risk

Borrowing facilities

Board policy specifies the maintenance of unused committed credit facilities of at least £300m at all times to ensure that the Group has
sufficient available funds for operations and planned development. The Group has Revelving Credit Facilities of $800m maturing 1 November
2024. At the balance sheet date, the Group had the following undrawn credit facilities:

31 July 2022 31 July 2027
£m £m

Expiring after mo-;t-e-th-éntwoygars T o o o 7_ 657 575

Cash deposits

As at 31 July 2022, £814m [FY2021: £186m) of cash and cash eqguivalents was on deposit with various banks of which £558m (FY2021: £116m)
was in liquidity funds. £4m (FY2021: £4m) of investments comprised bank depasits held to secure liabilities and letters of credit.

Gross contractual cash-flows for borrowings

As at 31 July 2022 As at 31 July 2021

Contractual Total Contractual Total

Barrowings Fair value interest  contractual Borrowings Fairvalue interest contractual

{note 18}  adjustments payments cash-flows [note 18} adjustments payments cash-flows

£m £m £m £m £m - £m £m ) £m

Less than one year {5539 2 17 {554} (38) - (28) (64)
Between one and two years (23] - 1 134 (823) {6) (23) (852)
Between two and three years (2103 - (W 31; (20) - (1 (31)
Between three and four years (14) - nl 20 (14} - (1 (25)
Between four and five years {352 5 (11 [acH (10 - (1 (21}
Greater than five years {24} - - (4] 577) {16) 1 (604)
Total . (1,172) 7 (61) (1.224) ] (1,1-8_0) - (22) (95) (1.5_?2)

The figures presented in the borrowings column include the non-cash adjustments which are highlighted in the adjacent column.
The contractual interest reported for borrowings is before the effect of interest rate swaps.
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Gross contractual cash-flows for derivative financial instruments
Asat31 July 2022 Asat 31 July 2021
Net 7 Net
Receipts Payments cash-flow Recepts Payments cash-flow
£m £m £m fm Em tm
Ascets N - ) ’
Less than cne year 495 521} {26) 142 (i44) (Z)
Greater than one year 270 (290) {200 642 {(568) 74
Liabilities
Less than one year 212 {209} 3 220 (219} 1
Greater than one year 8 8 - 3 (2) 1
Total ) 985 (1,028)  (43) 1,007 {933) 74

This table above presents the undiscounted future contractual cash-flows for all derivative financial instruments. For this disclosure, cash-
flows in foreign currencies are translated using the spot rates at the balance sheet date. The fair values of these financial instruments are
presented in note 20.

Gross contractual cash-flows tor other financial liabilities

The contractual cash-flows for financial liabilities included in trade and other payables were £474m (FY2021: £351m) due in less than one
year and £13m {FY2021: £8m) due between one and five years.

20 Derivative financial instruments

The tables below set out the nominal amount and fair value of derivative cantracts held by the Group, identitying the derivative contracts
which gualify for hedge accounting treatment:

Ar31July 2022
Contractar Fair value

underlying

nominal
amount Assets Liabilities Net
: _ £€m £m £m £m
Foreign exchange contracts {cash-flow hedges} 141 3 (5) (2
Fareign exchange contracts {not hedge accounted) 2 1 21 A
Total foreign exchange contracts 367 4 o m {3)
Cross-currency swaps (fair value and net investrment hedges) 615 - 140 (4
Total financial derivatives 982 & 671 143)

Balance sheet entries:

Non-current 269 - (20 120
Current 713 4 (27 {23
Total financial derivatives 982 4 (£7) (43)
At37 July 202)
Contract o Fairvalue

underlying

nominal
armount Assels Liabilities Net
o - o . B o o o £m o £m £m L _Er_‘n
Foreign exchange contracts (cash-flow hedges) 107 1 (2) (1)
Foreign exchange contracts {not hedge accounted) 257 1 i -
Total foreign exchange contracts 358 2 (3) n
Cross-currency swaps {fair value and net investment hedges) 539 77 - 72
interest rate swaps {fair value hedges) 108 3 - 3
Total financial derivatives i 1,008 77 3 74

Balance sheet entries:

Non-current 455 75 - 75
Current 350 2 {3) n

Total financial derivatives ] 1,005 77 @ T
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The maturity profile, average interest and foreign currency exchange rates of the hedging instruments used in the Group's hedging
strategics arc as follows,

Maturity at 31 July 2022 Maturity at 31 July 2021
Upto Oneto flve I'Ic;re than Upto Unetotive Mare than
Hedged exposure Hedging instrument one year years five years one year years five years
Fair value hedges - o -
Interest rate risk Interest rate swaps - Notional amount (Em} - - - - 108 -
-uUsD - Average spread over - - - - 1.797% -
& month USD LIBOR
Interest rate swaps - Notional amount (Em) 336 - - - 341 -
-EUR - Average spread over 1.015% - - - 1.015% -
3 month EUR LIBOR
Interest rate risk/ Cross-currency swaps - Notional amount (Em} - 254 - - - 254
Foreign currency risk (EUR:GBP) - Average exchange rale - 0.845 - - - 0.845
- Average spread cver - 1.750% _ - - 1.750%
3 month GBP LIBOR
Net investment hedge; o ” o
Foreign currencyrisk Cross-currency swaps — Notional amount (Em) 354 - - - 310 -
{EUR:USD) - Average exchange rate 1.0773 - - - 1.0773 -
Cross-currency swaps - Notional amount {£m) - 261 - - - 229
{BBP.USD} - Average exchange rate - 12534 - - - 1.2534
Cash-flow hedges ) B - ) S
Foreign currency risk Foreign exchange - Notional amount {fm) 77 - - 47 5 -
contracts (FEURUSD)  _ average exchange rate 41785 - - 11915 1.2205 -
Foreign exchange - Notional amount {Em}) 28 8 - 31 3 -
contracts (EUR:GBEP)  _ ayerage exchange rate 0.6323 11676 - 0.899¢ 0.909 -
Foreign exchange - Notional amount (Em} é - - 7 - -
contracts (EUR-AUD) - _ average exchange rate 1.5226 - - 1.5832 - -
Foreign exchange - Notional amount (Em) 14 - - 8 - -
contracts (USDIGBP)  _ average exchange rate 13273 - - 1.3577 - -
Foreign exchange - Notional amount {Em) b - - 6 - -
contracts (GBP:CZK)  _ average exchange rate 30.2988 - - 29.7028 - -

At 31 July 2022, the Group had forward foreign exchange contracts with a nominalvalue of £143m (FY2021: £107m} designated as cash-flow
hedges. These forward fareign exchange contracts are in relation to sale and purchase of multiple currencies with varying maturities up to

20 July 2023. The largest single currency pairs are disclosed above and make up 100% of the notional hedged expesure. The notional and fair
values of these foreign exchange forward derivatives are shown in the nominal amount and fair value of derivative contracts table on page 148.

Accounting for other derivative contracts

Any foreign exchange contracts which are not formeally designated as hedges and tested are classified as "held for trading” and not
hedge accounted.

Netting

International Swaps and Derivatives Association ISDA} master netting agreements are in place with derivative counterparties except for
contracts traded on a dedicated international electronic trading platform used for operational foreign exchange hedging. Under these
agreements if a credit event occurs, all outstanding transactions under the 1SDA are terminated and only a single net amount per
counterparty is payable in settlement of all transactions. The 13DA agreements do not meet the criteria for offsetting, since the offsetting
is enforceable only if specific events occur in the future, and there is no intention to settle the contracts on a net basis.

Assets Liabilities Assets Liabilities

3 July 2022 31July2022 31 Juy?2021 31 July 2021

£m £m £m £m

Gross vatue of assets and liablities 4 {47) 77 {3)
Related assets and liabilities subject to master netting agreements {4) 4 (1) 1

Net expasure ) o - TS 76 @
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21 Fair value of financial instruments

At fair value Total

Basisfor Atamortised throughprofit  Atfair value carrying Total

determining cost orloss  throughOC! value fair value
Asat31July 2022 Notes fair value £m £m £m Emi £m
Enancialassets: 7 ' D i o )
Other investments 14 A - 4 364 368 368
Other investments 14 3 - 19 8 27 27
Cash and cash equivalents 18 A 506 5ol - 1,066 1,056
Trade and other firancial receivakiles 16 B/C 807 - - aG7 807
Dervative financial instruments 20 C - ] - 4 4
Total financial assets ) 1,313 577 72 2262 2,262
Financial liabilities T
Trade and other financial payables 7 B {728) - {728} (728)
Short-term borrowings 18 D {(509) - - {509) (509;
Long-term borrowings 18 D {638} - - {538 (5a4)
| ease liabilities 18 £ (119) - - {119) 119}
Derivative financial instruments 20 C - (27 - {47) (L7]
Total financial liabilities (1,894) {47) - (1941 (1947

Attair value Tatal
Basisfor  Atamortised through profit At tairvalue carrying Total

determining cost orloss  through OCL vawe fair value
As at 31 July 2021 Notes fair value £m £m £m £m £m
Financialassets T
Otherinvestments % & - 4 - 4 4
Other investments 14 F - - 7 7 7
Cash and cash equivalents 18 [ 289 116 - 405 409
Trade z2nd other financial receivables ‘& B/C 689 - - 689 689
Derivative financial instruments 20 c - 77 - 77 77
Total financial assets 278 197 7 1,182 1,182
Financial liabilities ' ) ' o ’ '
Trade and other financial payables 17 B (589) - - (589) {589}
Shaort-term borrowings 18 D 9] - - 1)) {9
Long-term borrowings 8 o {1,372} - - {(1.372) {(1429)
Lease lizbibties i8 E (121 - - {(121) (121)
Derivative financial instruments 20 c - (3} - (3) {3)
Total financial liabilities {2,091) (3) - (209 (2151

The fair value of a financial instrument is the price at which an asset could be exchanged, or a tability settled, between knowledgeable,

willing parties inan arm's-length transaction. Fair values have been determined with reference to available market information at the

balance sheet date, using the methodologies described below:

A Carrying value is assumed to be a reasonable approximation to fair value for all of these assets and liabilities (Level 1 as defined by
IFRS 13 Fair Value Measurement}.

B Carrying value is assumed to be a reasenable approximation to fair value for all of these assets and liabilities {Level 2 as defined by
IFRS 13 Fair Value Measurement).

C Fairvalues of derivative financial assets and liabilities and trade receivables held to collect or sell are estimated by discounting expected
future contractual cash-flows using prevailing interest rate curves. Amounts denominated in foreign currencies are valued at the
exchange rate prevailing at the balance sheet date. These financial instrurnents are included on the balance sheet at fair value, derived
from observable market prices {Level 2 as defined by IFRS 13 Fair Value Measurement).

D Borrowings are carried at amortised cost. Amounts denominated in foreign currencies are valued at the exchange rate prevailing at the
balance sheet date. The fair value of borrowings is estimated using guoted prices {Level 1 as defined by IFRS 13).

E Leases are carried at amortised cost. Amounts denominated in foreign currencies are valued at the exchange rate prevailing at the
balance sheet date. The fair value of the lease contract is estimated by discounting contractual future cash-Hows [Level 2 as defined by
IFRS 13

F The fair value of instruments is estimated by using unobservable inputs to the extent that relevant observable inputs are not available.
Unobservable inputs are developed using the best information available in the circumstances, which may include the Group’s own data,
taking into account all information about market participation assumptions that is reliably available [Level 3 as defined by IFRS 13).
IFRS 13 defines a three-level valuation hierarchy:

Level T - quoted prices for similar instruments

Level 2 - directly observable market inputs other than Level 1 inputs
Level 3 - inputs not based on observable market data
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22 Commitments

At31 July 2022, commitments, comprising bonds and guarantees arising in the normal course of business, amounted to £234m
(FY2021: £210m), including pension cornmitments of £56m (FY2021: £54m). In addition, the Group has committed expenditure on capital
projects amounting to £15m {FY2021: £4m).

23 Provisions and contingent liabilities

Trading Non-headiine and legacy Total
Jahn Crane, Titeflex
Inc. Corporatior
litigation litigation Other

£m £m Em £m £€m

At31Julyz020 S T 14 231 86 20 33
Foreign exchange rate movements o (12) {4} U] (18
Provision charged 7 5 - - 12
Provision released (%) - (13 - (17
Unwind cf provision discount - 1 1 - 2
Utilisation {6 13 {3 (2} (24)
Business cambinations 1 - - - 1
At 31 July 2021 1 212 47 17 287
Current liabilities T 26 B 2
Non-current Liabilities 1 186 39 15 241
At31 July 2021 " 212 7 17 287
Foreign exchange rate movements o 1 30 b )
Provision charged 6 6 2 24 40
Provision released 13 - - - {Gi
Unwind of provision discount - 2 1 - 3
Utilisation (4 {21) {4 17 21
At31 July 2022 229 52 43 33
Current liabilities 10 34 14 30 a3
Nan-current liabilities 1 195 38 13 247
At31 Juty 2022 o 229 52 43 335

The John Crane, Inc. and Titeflex Corporation litigation provisions were the only provisions that were discounted; other provisions have not
been discounted as the impact would be immaterial.

Trading
The provisions included as trading represent amounts provided for in the ordinary course of business. Trading previsions are charged and
released through headline profit.

Warranty provision and product liability

At 31 July 2022, the Group had warranty and product liability provisions of £E7m {FY2021: £9m). Warranties cver the Group’'s products
typically cover periods of between one and three years. Provision is made for the likely cost of after-sales support based on the recent past
experience of individual businesses.

Commercial disputes and litigation in respect of ongoing business activities

The Group has on occasion been required to take legal action to protect its intellectual property and other rights against infringement.

It has also had to defend itself against proceedings brought by other parties, including product liability and insurance subrogation claims.
Provision is made for any expected costs and liabilities in relation to these proceedings where appropriate, although there can be no
guarantee that such provisions (which may be subject to potentially material revisicn from time to timel will accurately predict the actual
costs and liabilities that may be incurred.

Contingent liabilities

in the ordinary course of its business, the Group is subject to cormmercial disputes and litigation such as government price audits, product
liability claims, employee disputes and other kinds of lawsuits, and faces different types of legal issues in different jurisdictions. The high
level of activity in the US, for example, exposes the Group to the likelihoed of various types of litigation commenplace in that country, such as
‘mass tort’ and ‘class action’ litigation, legal challenges to the scope and validity of patents, and preduct liability and insurance subrogation
ctaims. These types of proceedings (or the threat of them) are also used to create pressure to encourage negotiated settlement of disputes.
Any claim brought against the Group (with or without merit} could be costly to defend. These matters are inherently difficult to quantify.

In appropriate cases a provision is recognised based on best estimates and management judgerment but there can be no guarantee that
these provisions (which may be subject to potentially material revision from time to time) will result in an accurate prediction of the actual
costs and liabilities that may be incurred. There are also contingent liabilities in respect of Litigation for which ne provisions are made.

The Group operates in some markets where the risk of unethical or corrupt behaviour is material and has procedures, including an
employee ‘Ethics Alertline’, to help it identify potentialissues. Such procedures will, from time to time, give rise to internal investigations,
sometimes conducted with external support, to ensure that the Group properly understands risks and concerns and can take steps both
to manage immediate issues and to improve its practices and procedures for the future. The Group is not aware of any issues which are
expected to generate material financial exposures.
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Non-headline and legacy

John Crane, Inc.

John Crane, Inc. (JC1 is one of many co-defendants in numerous lawsuits pending in the United States in which plaintifts are claiming
damages arising from alleged exposure to, or use of, products previously manufactured which contained asbestos. Until 2006, the awards,
the related interest and all material defence costs were met directly by insurers. [n 2007, JCi secured the commutation of certain insurance
policies in respect of product Liability. Provision is made in respect of the expected costs of defending known and predicted future claims and
of adverse judgements in relation thereto, to the extent that such costs can be reliably estimated.

The JCI products generally referred to in these cases consist of industrial sealing preduct, primarily packing and gaskets. The asbestos was
encapsulated within these products in such a manner that causes JCl to believe, based on tests conducted on its behalf, that the products
were safe. JCI ceased manufacturing products containing asbestos in 1985.

JCI continues to actively monitor the conduct and effect of its current and expected asbestos litigation, including the most efficacious
presentation of its ‘safe product’ defence, and intends to cantinue to resist these asbestos claims based upon this defence. The table below
summarises the JC! claims experience aver the last 40 years since the start of this litigation:

Year ended Year ended Year ended Year ended Year ended
IJuly 2022 37 July 2021 31 huly 2020 31July 2019 31Julyz018

JCI claims experience

Claims against Cl that have been dismissed 306,000 305,000 297000 285,000 277,000
Claims JCl is currentty a defendant in 22,000 22,000 25,000 38,000 43,000
Cumulative final judgements, after appeals, against JCisince 1979 149 149 149 144 140

Cumulative value of awards (_$'rp)_s[nc31979 17a 78 75 168 164

The nurber of claims outstanding at 31 July 2022 reflected the benefit of 1,000 (FY2021: 8,000) claims being dismissed in the year.

JCl has also incurred significant additional defence casts. The litigation involves claims for & number of allegedly asbestos-related diseases,
with awards, when made, for mesothelioma tending to be larger than those for the other diseases. JCl's ability to defend mesothelioma
cases successfully is, therefore, likely to have a significant impact on its annual aggregate adverse jJudgement and defence costs.

John Crane, Inc. litigation provision

The provision is based on past history of JCI claims and well-established tables of asbestos-related disease incidence projections.

The provision is determined using advice from asbestos valuation experts, Bates White LLC. The assumptions made in assessing the
appropriate level of provision include: the period aver which the expenditure can be reliably estimated; the future trend of legal costs;

the rate of future claims filed; the rate of successful resolution of claims; and the average amount of judgements awarded. The provision
utilised in the peried is lower than previous periods, principally due to court closures and trial delays arising from the COVID-19 pandemic.
Management believes this reduction in utilisation is temporary until after the effects of the pandemic subside and trial activity returns to pre-
panderic levels.

Established incidence curves can be used to estimate the likely future pattern of asbestos-related disease. However, JCI's claims experience
is alsa significantly impacted by other factors which influence the US litigation environment. These can include: changing approaches on the
part of the plaintiffs’ bar; changing attitudes amongst the judiciary at bath trial and appellate levels in specific jurisdictions which move the
balance of risk and opportunity for claimants; and legislative and procedural changes in both the state and federal court systems.

The projections use a limited time horizon on the basis that Bates White LLC consider that there is substantial uncertainty in the asbestos
litigation environment. So probable expenditures are not reasonably estimable beyond this time horizon. Asbestos is the longest running
mass tort litigation in American history and is constantly evolving in ways that cannot be anticipated. JCl's defence strategy also generates

a significantly different pattern of legal costs and settlement expenses from other defendants. Thus JClis in an extremely rare position, and
evidence from other litigation cannat be used to improve the reliabitity of the projections. A ten-year (FY2021: ten-year) time herizon has been
used based on past experience regarding significant changes in the litigation environment that have occurred every few years and on the
amount of time taken in the past for seme of thase changes to impact the broader asbestos litigation environment.

The rate of future claims filed has been estimated using well-established tables of asbestos incidence projections to determine the likely
population of potential claimants, and IC)'s past experience to determine what progortion of this population will make & claim against
JCI. The JCI products generally referred to in claims had industrial and marine applications. As aresult, the incidence curve used for
JCI projections excludes construction workers, and is a composite of the curves that predict asbestos exposure-related disease from
shipyards and other occupations. This is consistent with JC!'s liigation history.

The rate of successful resolution of claims and the average amount of any judgements awarded are projected based on the past history of
JCl claims, since this is the best available evidence, given JCI's unusual strategy of defending all claims.

The future trend of legal costs is estimated based on JCI's past experience, adjusted to reflect the assumed levels of claims and trial activity,
since the number of trials is a key driver of legal costs.

John Crane, Inc. litigation insurance recoveries
While JCl has certain excess liability insurance, JCI has met defence costs directly, The calculation of the provision does not take account of
any potential recoveries from insurers.
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John Crane, Inc. litigation provision history

The JC| ashestos litigation provision of £229m (FY2021. £212m) is 4 discounted pre-tax provision using discount rates, being the risk-free
rate on US debt instruments for the appropriate period. The deferred tax asset related to this pravision is shown within the deferred tax
balance (note ).

The JCl asbestos litigation provision has develcped over the last five years as follows:

Year ended Year ended Year ended Year ended Year ended
M uly2022 31 Juty2021 31Juy2020  31July 2019 31 July 2018
£m Em £m £m €m

John Crane, inc. Llitigation h}—;vig;i_on T T T
Gross provision 258 220 235 257 251
Discount 29 {8) {4) {20) (28)
Discounted pre-tax provision 229 212 231 237 223
Deferred tax (57} (54} (59) {500 (48)
Discounted post-tax provision 2 158 172 187 175
b;:;r;lr;g_ |_:rufit charge/icredit) o o o o
increased provisions for adverse judgements and legal defence costs 24 10 14 7 13
Change in US risk-free rates (18 {5} 16 8 (6]
Subtotal - itemns ch;raedito the provision - i - b 5 30 15 7
Litigation management, legal fees in connectian with Litigation against insurers and 1 1 1 2 3
defence strategy
Recoveries from insurers - el {3 an -
Total operating profit chargef{credit) 7 3) 28 6 o
Cash-flow o - )
Prowvision utilisation - legal defence costs and adverse judgements (21 13) {23) {24) (27
Litigation management expense () - )] (@ {3)
Receveries from insurers - 9 3 1 -
Netcashoutflow o - (22) {4) {21 {15 (30}

John Crane, Inc. litigation provision sensitivities

The provision may be subject to potentially material revision from tirme to time if new information becomes available as a result of future
events. There ¢an be no guarantee that the assumptions used to estimate the provision will result in an accurate prediction of the actual
costs that will be incurred because of the significant uncertainty associated with the future level of asbestos claims and of the costs arising
out of related litigation.

John Crane, Inc. statistical reliability of projections over the ten-year time horizon

in order to evaluate the statistical reliability of the projections, a population of cutcomes is modelled using randamised verdict outcomes.
This generated a distribution of outcomes with future spend at the bth percentile of £203m and future spend at the ?5th percentile of £268m
(FY2021: £191m and £246m respectively). Statistical analysis of the distribution of these outcomes indicates that there is a 50% probability
that the total future spend will fall between £239m and £263m (FY2021: between £209m and £230m), compared to the gross provision value
of £258m (FY2021: £220m).

John Crane, Inc. sensitivity of the projections to changes in the time horizon used

If the asbestos litigation envirenment becomes more volatile and uncertain, the time horizon over which the provision can be calculated
may reduce. Conversely, if the environment became more stable, or JCl changed approach and committed to long-term settlement
arrangements, the time period covered by the provision might be extended.

The projections use a ten-year time horizon. Reducing the time horizon by one year would reduce the provision by £18m (FY2021: £17m) and
reducing it by five years would reduce the provision by £97m (FY2021: £93m).

We consider, after obtaining advice from Bates White LLLC, that to forecast beyond ten years requires that the litigation envirenment remains
largely unchanged with respect to the historical experience used for estimating future asbestos expenditures, Historically, the asbestos
litigation environment has undergone significant changes more often than every ten years. If one assumed that the asbestos litigation
environment would remain unchanged for longer and extended the time horizon by one year, it would increase the pre-tax provision

by £15m (FY2021: £14m) angd extending it by five years would increase the pre-tax provision by £56m (FY2021: £58m). However, there

are also reasonzble scenarios that, given certain recent events in the US asbestos litigation environment, would result in no additional
ashestos litigation for JCI beyond ten years. At this time, how the asbestos litigation environment will evolve beyond ten years is not
reasonably estimable.
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John Crane, Inc. contingent liabitities

Provision has been made for future defence costs and the cost of adverse judgements expected to occur. JCl's claims experience is
significantly impacted by other factors which influence the US litigation environrment. These can include: changing approaches on the part of
the plaintiffs’ bar; changing attitudes amongst the judiciary at both trial and appellate levels; and legislative and procedural changes in both
the state and federal court systems. As a result, whilst the Group anticipates that asbestos litigation will continue beyond the period covered by
the provision, the uncertainty surrounding the US litigation envirenment beyond this point is such that the costs cannot be reliably estimated.

Although the methodology used to calculate the JCI litigation provision can in theory be applied to show claims and costs for longer periods,
the Directors consider, based on advice from Bates White LLC, that the level of uncertainty regarding the factors used in estimating future
costs is too great to provide for reasonable estimation of the numbers of future claims, the nature of such claims or the cost to resolve them
for years beyond the ten-year time horizen.

Titeflex Corporation

Titeflex Corporation, a subsidiary of the Group in the Flex-Tek division, has received a number of claims in the US from insurance companies
seeking recompense on a subrogated basis for the effects of damage allegedly caused by lightning strikes in relation to its flexible gas
piping product. It has also received product liability claims regarding this product in the US, some in the form of purported class actions.
Titeflex Corporation believes that its products are 2 safe and effective means of delivering gas when installed in accordance with the
manufacturer’s instructions and local and national codes. However, some claims have been settled on an individual basis without admission
of liability. Fquivalent third-party products in the US market-place face similar challenges.

Titeflex Corporation litigation provision

The continuing progress of claims and the pattern of settlement, together with recent market-place activity, provide sufficient evidence

to recegnise a lability in the accounts. Therefore provision has been made for the costs which the Group is expected to incur in respect of
future claims to the extent that such costs can be reliably estimated. Titeflex Corporation sells flexible gas piping with extensive installation
and safety guidance designed to assure the safety of the product and minimise the risk of damage associated with lightning strikes.

The assumptions made in assessing the appropriate level of provision, which are based on past experience, include: the period over which
expenditure can be reliably estimated; the number of future settlements; the average amount of settlements; and the impact of statutes of
repose and safe instailation initiatives on the expected number of future claims. The assumptions refating to the number of future settlements
exclude the use of recent claims history due to the uncertzain impact that the COVID-19 lockdown has had on the number of claims.

The provision of £52m (FY2021: £47m) is a discounted pre-tax provision using discount rates, being the risk-free rate on US debt instruments
for the appropriate period. The deferred tax asset related to this provision is shown within the deferred tax balance note &)

3 uly2022 30y 2021

£m £m

Gross provision ' 87 69
Discount (35) {22)
Oiscounted pre-tax provision 52 47
Deferred tax 012l an
Discounted post-tax provision _40 _ 3

Titeflex Corporation litigation provision history

A charge of £2m {FY2021: £13m credit has been recognised by Titeflex Corporation in respect of changes to the estimated cost of future
claims from insurance companies seeking recompense for damage allegedly caused by lightning strikes. The higher gross provision vatue
has been driven by foreign exchange rate movernents and an increase in the average cost per claim, The increase in the discount factor
derives from increasing US dollar discount rates.

Titeflex Corparatian litigation provision sensitivities

The significant uncertainty associated with the future level of claims and of the costs arising out of related litigation means that there can

be no guzrantee that the assumptions used to estimate the provision will result in an accurate prediction of the actual costs that will be
incurred. Therefore the provision may be subject to potentially material revision from time to time, if new information becomes available as a
result of future events.

The projections incorporate a fong-term assumption regarding the impact of safe instatlation initiatives on the level of future claims. If the
assumed annual benefit of bonding ang grounding initiatives were 0.5% higher, the pravision would be £3m (FY2021: €4m) lower, and if the
benefit were 0.5% lower, the provision would be £4m (FY2021: £4m)} higher.

The projections use assumptions of future ¢claims that are based on both the number of future settlements and the average amount of
those settlements. If the assurned average number of future settlements increased 10%, the provision would rise by £5m (FY2021: £4m},
with an equivalent fall for a reduction of 10%. If the assumed amount of those settlements increased 10%, the provision would rise by 4m
(FY2021: £3ml, also with an equivalent fall for a reduction of 10%.

Other non-headline and legacy provisions

Non-headline provisions comprise all provisions that were disclosed as non-headline items when they were charged to the consolidated
income statement. Legacy provisions comprise non-material provisions relating 1o fermer business activities and discontinued operations
and properties no longer used by Smiths.

These non-material provisions include non-headiine reorganisation, disposal indemnities, litigation and arbitration in respect of old
products and discontinued business activities, which includes claims received in connection with the disposal of Smiths Medical in the year.
Pravision is rnade for the best estimate of the expected expenditure related to the defence and/for resolution of such matters. There is an
inherent risk in legat proceadings that the outcome may be unfavourable to the Group. and as such there can be no guarantee that such
provisions [which may be subject to potentially material revision from time to time} will be sufficient.
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Reorganisation
At 31 July 2022, there were reorganisation provisions of £1m (FY2021: £2m) relating to the various restructuring programrnes that are
expected to be utilised in the next 18 months,

Property
At 31 July 2022, there were provisions of £10m [FY2021: £11m} related to actual and potential environmentat issues for sites currently or
previously occupied by Smiths operations.

24 Share capital

lssued
Average number capital Consideration
Number of shares of shares 7 £m Ern_

a‘iﬁ;lar;-Shares of 3_7§p each o - - o

Total share capital at 31 July 2020 396,211,180 396,193,310 149
Issue of new equity shares - exercise of share options 165,934 157,276 - ?

Tolal share capital at 31 July 2021 396,377,114 396,350,586 149
Issue of new equity shares - exercise of share options F3.942 125,354 - 2
Share buybacks (34,152,897} 2797 729) {13 (511
Total share capital at 31 July 2022 ' T 382,356,159 386678211 136 o

Share capital structure
As at 31 July 2022, the Company's issued share capital was 362 356,159 ordinary shares with a nerminal value of 37.5p per share. All of the
issued share capital was in free issue and all issued shares are fully paid.

The Company's ordinary shares are listed and admitted to trading on the Main Market of the Londan Stock Exchange. The Company has an
American Depositary Receipt (ADR) programme and one ADR equates to one ordinary share. As at 31 July 2022, 4,274 704 ordinary shares
were held by the nominee of the programme in respect of the same number of ADRs in issue.

The holders of ordinary shares are entitled to receive the Company’s Reports and Accounts, to attend and speak at General Meetings of
the Company, tc appoint proxies and to exercise voting rights. None of the ordinary shares carry any special rights with regard to control
of the Company or distributions made by the Company.

There are no known agreements relating to, or restrictions on, voting rights attached to the ordinary shares (other than the 48 hour cut-off
for casting proxy votes prior to a General Meeting). There are no restrictions on the transfer of shares, and there is no requirement ta obtain
approval for a share transfer. There are no known arrangements under which financial rights are held by a person other than the holder of
the ordinary shares. There are na known limitations on the helding of shares.

Powers of Directors

The Directors are authorised to issue and allot shares and to buy back shares subject to receiving shareholder approval at the General
Meeting. Such authorities were granted by sharehelders at the 2021 Annual General Meeting and the buy back autherity was superseded by
the shareholder authority provided at the General Meeting held in November 2021. At the 2022 AGM, it will be proposed that the Directors be
granted new authorities to allot and buy back shares.

Share buybacks

As at 16 Septernber 2022 {the latest practicable date for inclusion in this report), the Company had an unexpired authority to repurchase
ordinary shares up to a maximum of 59m ordinary shares {(FY2021: £0m). As at 16 September 2022, the Company did not hold any shares in
treasury. Any ordinary shares purchased may be cancelled or held in treasury.

In connection with the sale of Smiths Medical to ICU Medicat, Inc. {see note 27 for details!, and i the light of our strang balance sheet

and cash-flows, the Group announced that itintended to return an amount representing 55% of the initial cash proceeds (equating to an
aggregate purchase price of up to $1bn or £742m) to shareholders in the form of a Share Buyback Programme. All shares purchased under
the Programme will be cancelled. This Programme was initiated on 19 Novernber 2021 as announced to the London Stock Exchange on

11 Novemper 2021 and following shareholder approval at the General Maeting held on 17 November 2021,

Atotal number of 34,281,929 ordinary shares of 37.5 pence each were repurchased during the period, for a total consideration of

£512,796 999, of which 129,032 shares with avalue of £1.972 602 were yet to settle and be cancelled. These 34,281,929 shares represented
9.46% of the called up ordinary share capital as at 31 July 2022. A further 3,341,599 ordinary shares have been repurchased during the
period of 1 August 2022 to 16 September 2022. All repurchased shares have been cancelled with the exception of 128 219 shares that were
yet to settle and be cancelled as at 16 September 2022, Since 1 August 2022, the number of shares inissue has reduced by 3,361,712 as at
16 Septernber 2022.

Employment share schemes

Shares acquired through Company share schemes and plans rank pari passu with the shares in issue and have no special rights.

The Company operates an Employee Benefit Trust, with an independent trustee, to hold shares pending emnployees becoming entitled to
themn under the Cornpany’s share schemes and plans. On 31 July 2022, the trust held 418,662 (FY2021: 324,364) ordinary shares in the
Company. The trust waived its dividend entitlement on its holding during the year, and the trust abstains from voting any shares held at
General Meetings.
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25 Dividends
The following dividends were declared and paid in the period:

Year ended Year ended
31 July2022 37 July2021
£m

£m
Ordinary final dividend of 26.0p (FYZ021: 24.0p) paid 19 November 2021 o 103 %
QOrdinary delayed interim dividend of nil (FY2021: 11.0p) paid 19 November 2021 - 4t
Ordinary interim dividend of 12.3p (FY2021: 11.7p} paid 13 May 2022 & 47
150 185

Inthe current year a total dividend of 38.3p has been paid, comprising a final dividend of 26.0p paid in respect of FY2021 and an interim
dividend of 12.3p paid in respect of FY2022. In the prior year 2 total dividend of 46.7p was paid, comprising a delayed interim dividend of 11.0p
and a final dividend of 24.0p paid in respect of FY2020 and an interim dividend of 11.7p paid in respect of FY2021.

The final dividend for the vear ended 31 July 2022 of 27.3p per share was recommended by the Board on 22 September 2022 and will be paid
to shareholders an 18 November 2022, subject to approval by the shareholders. This dividend is payable to all sharehatders on the register of
rnembers at 6.00pm on 21 October 2022 (the record datel,

Waiver of dividends
The following waived ail dividends payable in the year, and all future dividends, on their shareholdings in the Company:
~ Numis Nominees Limited (Smiths Industries Employee Share Trust}

26 Reserves

Retained earnings include the value of Smiths Group ple shares held by the Smiths Industries Employee Benefit Trust. In the year the
Company issued nil (FY2021: 800,606} shares to the Trust, and the Trust purchased 1,069,998 shares (FY2021: 1,126,970 shares} in the market
for a consideration of £16m (FY2021: £16m). At 31 July 2022, the Trust neld 618,662 [FY2021- 326,364) ordinary shares.

Other reserves comprise the capital rademption reserve, revaluation reserve and merger reserve, which arose from share repurchases,
revaluations of nroperty, plant and equipment, and merger accounting for business combinations before the adoption of IFRS, respectively.

Capital management

Capital ernployed camprises total equity adjusted for goodwill recognised directly inreserves, net retirement benefit-related assets and
liahitities, net titigation pravisions relating to non-headline items and net debt. The efficiency of the allocation of capital to the divisions is
rmonitored through the return on capital employed (ROCE). This ratio is calculated over a rolling 12-month period and is the percentage that
headline operating profit comprises of monthly average capital employed. In FY2022 ROCE was 14.2% {FY2021: 13.2%); see note 29.

Capital structure is based on the Directors’ judgernent of the balance required fo maintain flexibility, whilst achieving an efficient cost
of capital.

The FY2022 ratic of net dett to headline EBITDA of 0.3 (FY2021. 1.6} is within the Group's stated policy of 2.0 or less over the medium term.
The Group's robust balance sheet and record of strong cash generation are more than able to fund immediate investment needs and legacy
obligations. See note 29 for the definition of headline EBITDA and the calculation of this ratio.

Ag part of its capital management, the Group maintains a solid investment grade credit rating to ensure access to the widest possible
sources of financing and to optimise the resulting cost of capital. At 31 July 2022, the Group had a credit rating of BBE+/Baa2 (FY2021: BBB+/
Baa2) with Standard & Poar's and Maady's respectively.

The Brard has a progressive dividend policy for future pay-outs, with the aim of increasing dividends in line with the long-term underlying
growth in earnings. In setting the level of dividend payments, the Board will take into account prevailing economic conditions and future
investment plans, along with the objective to maintain a minimurm dividend cover of at (east two times.

Hedge reserve

The hedge reserve on the balance sheet records the cumnulative gain or loss on designated hedging Instruments, and comprises:
3 July2022 31 July 2021

£Em £m

Net Jﬂstﬁntwgdae;'ve_{net;f £8m of deferred tax (FY2021: £8m) - S05 [230)
Cash-flow hedge reserve 5 2
(202) ~ [228)

See transactional currency exposure risk managerment disclosures in note 19 for additional details of cash-flow hedges, and translational
CUrrency exposure risk managermant disclosure alsc in note 1% for additional details of net investment hedges.

Non-controlling interest

The Group has recorded noen-controlling interests of £22m (FY2021: £21mi, of which the mast significant balance is in John Crane Japan Inc,,
which represented £20m (FY2021: £20m) of the total non-controlling interests.

The non-controtling interest in John Crane Japan Inc. represents a 30% interest. John Crane Japan Inc. generated operating profits of £5m

in the period (FY2021: £5m}, and cash inflows from operating activities of £5m (FY2021: £6m}. It paid dividends of £1m (FY2021: £2m) and tax
of £1m (FY2021: £3m). At 31 July 2022, the company contributed £57m (FY2021: £57m) of net assets to the Group.
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27 Discontinued operations and businesses held for sale

Following the Board decision i July 2021 to pursue a sale process, the Smiths Medical business was classified as a discontinued operation
and a business hald for sale. On 8 Septernber 2021, the Group announced that it had agreed the sale of Smiths Medical to ICU Medical, Inc.,
and the approval of Smiths shareholders was received at the General Mecting on 17 Novernber 2021.

The sale was completed on 6 January 2022 and the results of the discontinued operation and the effect of the disposal on the financial
position of the Group were as follows:

Discontinued operations
The financial performance of the Smiths Medical business in the current and prior years is presented below:

Year ended 31 July 2022 Year ended 31 July 2021
Non-headliner MNon-headline
Headline {note 3) Total Headline (rote 3} Total
£m £m £m £m Em _Em
Revenue 56 B ES " 849 - s
Direct materials, labour, production and distribution overheads (193} - {193) {385) - {385}
Seiling costs (46} - {46) m7 - 7
Administrative expenses {57 {47) (78] (170} 7% {249)
Operating costs 90 W (3am (672} (79} (757)
Operating profit 66 (47 19 177 (79) 98
Finance costs ] (22 (23) m 50 49
Gain an sale of discontinued operation - 1,038 1,036 - - -
Taxation {16} b 110 {42) 23 -9
Profitfrcimidis’cor'\tinued operations - o 49 973 1,022 134 (6} 128

Interest capitalised as part of the costs of Smiths Medical development projects amounted to £1m (FY2021: £3m). £nil {FY2021: £1m) of tax
relief has been recognised as current tax relief in the period. The gain on sale of the Smiths Medical discentinued aperations qualified for the
Substantial Shareholding Exemption and consequently was not subject to corporation tax.

Additional segmental information for discontinued operations
Headline operating profit for discontinued operations was stated after charging share-based payments £2m {FY2021: £1m}.

Revenue for the Smiths Medical discontinued operation is analysed by the following product lines: Infusion Systems £116m (FY2021: £303m),
Vascular Access £134m (FY2021: £272m) and Vital Care/Other £106m (FY2021: £274m).

Revenue by destination for the Smiths Medical for discontinued operations is analysed as foltows: Americas £176m (FY2021: £456m), Europs,
Middle East & Africa £91m (FY2021: £228m), and Asia-Pacific £89m (FY2021: £165m). Revenue by destination has been selected as the basis
for attributing revenue to geographical areas as this is the attribution used by management to review the performance of the business.

Revenue by destination attributable to the United Kingdom was €12m (FY2021: £26m). Revenue earned in the United States of America was
material totalling £141m (FY2021: £411m).

Cash-flow from discontinued operations
Cash-flows frem discontinued operations included in the consolidated cash-flow statement are as follows:

31 July 202t

31July 2022  represented*

£m £m

Net cash inflow from operating activities o T & 163
Net cash-flow used in investing activities (7 {&7)
Net cash-flow used in financing activities {14} (68}
Netincrease in cash and c;ashieqlr.'livalents . o 16 28
Opening cash aﬁdzésgequivatents in disposal grou-p - 48 20
Foreign exchange movements {7 -
Cash and cash equivalents disposed of {(57) -
_Cash and cash equivalents at close of period o - 48

* £15%m of ntra-group royalty charges paid by discontinued eperal-ons to continuing operations in FY2021, that were previously netted down, have been represented on a gross up basis within
net cask inflow froms gperating activities and net cash-flow used in financing actw ties, as this represents a complete view of the operating cash flows attributable to Sriths Med-cal.
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Effect of disposal an the financial position of the Group

Year ended
31 July 2022
£m

Etangvhte assets 695
Property, plant and equipment 176
Right of use assets &4
Inventories 146
Deferred tax assets 20
Current tax receivable 3
Trade and other receivables 10
Cash and cash equivatents 57
Financial derivatives 4
Lease liabilities (47
Trade and other payables (247]
Current tax payable 113}
Deferred tax Liabilities (56}
Retirement benefit ob[igatlons {5}
Provisions 139)
th assets disposed of . e - ‘9§8
Consideration received:
Cash and cash equivalents 1421
Transaction costs ) {31
Cash and cash equivalents, net of iransaction costs 1,390
1CU Medical, 'nc shares 426
Deferred contingent consideration - contingent on 1CU Medical, Inc future share price:
- Fairvalue at date of disposal 30
- Movement in fair value to 31 Juty 2022 1
1%
Separation expenses — arising from contractual and commercial obligations duetothe separation recognisedinyear (32)
Gain on sale 'bﬁr;e\cla—s\s'iﬁt'itﬁfﬁaichuFenm;Fslammiserve i B35
Exchange movements recycled to the income staterment 194
Cash-flow hedge reserve recycled to the income statement 5
Gain on sa\le_uf discontinued cperation e 1,036
Net cash inflow arising on disposal:
Consideration received in cash and cash equivalents 1,421
Transaction costs and separation expenses paid in pertod 133
Less cash and cash equivalents disposed of 1671
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Year ended 31 July 2021 represented™

Headline Non-headline Total Headline Non-headlne Total
_ £m £m £m €rn_ £m £m
Operating profit - continuing operations - 47 (300) "7 372 {46) 378
- discontinued operations 4% (47) 19 177 (79) 93
Arnortisation of intangible assets 10 51 61 T4 53 67
Impairment of intangible assets - 4 4 1 52 53
Impairment of tangible assets - - - - & 6
Impairment of investment within discontinued operations - i 14 - - -
Depreciation of property, plant and eguipment 38 - 38 39 1 40
Depreciation of right of use assets 30 - 30 32 - 32
{Gain)/loss on dispgsal of property, plant and equipment (2) - 2] 1 - 1
Share-based payment expense 13 - 13 13 - 13
Retirement benafits** 5 207 212 [ (23) 17
Distribution from trading investment - - - 5 - 5
Recycling of cash-flow hedge reserve - - - (5) - (5]
Decrease/lincrease) in inventories (373) 4 (1691 62 4 66
Decrease/{increasel in trade and other receivables {87) 4 {83 (14} 4 (10)
Increase/(decrease) in trade and other payables 134 (2) 129 4b (o) 36
Increase/(decrease) in provisions {1 22 21 (4} (26) (30}
Cash aemerated from operations T 43 404 745 (64) 681
Interest paid {51 - (51) (40) - (40}
Interest received 13 1 14 2 1 3
Tax paid {88] - (88) (109) - (109}
Net cash inflow from operating activities A 42 279 598 (63) 535
i— -contmuing operat\oﬁs'; 274 42 232 430 (58) 372
i - discontinued operations* 47 - 47 168 {5} 1463

* E£15mof intra-group royalty charges paid by discontinued operations to continuing eperations in FY2021 have been represented as cash inflows from discontinued operations, as this

represents a complete view of the operating cash flaws attributable to Sriths Medical.

* * The retirement benefits non-headline operating actinities principally relate to employer contributions to legacy defined benefit and post-retirement healthcare plans.

Headline cash measures - continuing operations

The Group measure of headline operating cash excludes interest and tax, and includes capital expenditure supporting organic growth.
The Group uses operating cash-flow for the calculation of cash conversion and free cash-flow for management of capital purposes.

See note 29 for additional details.

The table below reconciles the Group's net cash-flow from operating activities to headiine operating cash-flow and free cash-flow:

Year ended 31 July 2022

Year ended 31 July 202t

Headline Neon-headline Total Headline Non-headline Total

L o tm €m £m Em o Em o Em
Net cash inflow from operating activities ) 274 (42) 232 430 (58) 372
Include:
Expenditure on capitalised development, other intangible assets
and property, plant and equipment {71 - (71, (62) - {62}
Repayment of lease Liabilities {34} - {34 {33) - {33
Disposals of property, plant and equipment 3 - 3 - - -
Investment in financial assets relating to gperating activities and
pensions financing outstanding at the balance sheet date - - 7 - 7
Free cash-flow 130 284
Exclude: o S ’ o
Investmentin financial assets relating to operating activities and
pensions financing outstanding at the balance sheet date - - - (7) - (7
Repayment of lease liabilities 24 - 34 33 - 33
Interest paid 33 - 44 24 - 24
Interest received 13 - 13 (2) - (2)
Tax paid 79 - 79 g6 - 956
Operating cash-flow 318 {42) 276 486 {58) _ 428




SMITHS GROUP PLC ANNUAL REPORTFY2022 01 OVERVIEW 02 STRATEGIC REFORT 03 GOVERNANCE 04 FINANCIALSTATEMENTS LI

NOTES TO THE ACCOUNTS <> = Q
Headline cash conversion
Headline aperating cash conversion for continuing aperations is calculated as follows:
Year ended 31 Jyly 2022 Year ended 31 July 2021
) Pro-forma Pro-farma
excluding excluding
Restructuring restructuring Restructuring  restructuning
Asreported costs costs Asreported £osts cosls
- ) 7 tm £m £m £m £m £m
Headline operating profit 417 - 417 372 21 393
Headline operating cash-flow 318 14 332 486 24 510
Headline operating cash conversion ] L T6% _ ) 80% _w’% 129%
Reconciliation of free cash-flow to net movement in cash and cash equivalents:
Year ended Year ended
MJuly2022 31 Juty 2021
.. L
Free cash-flow 130 284
Investment in financial assats and acquisition of businesses - 83
Disposal of businesses and discontinued operations 1,331 -
Other net cash-flows used in financing activities (note: repayment of lease liabilities 1s included in free cash-flow) 937) 138
Net decrease in cash and cash equivalents for discontinued operations R 28
Net incr_easel(decrease) in cash and cash equivalents 540 k]

29 Alternative performance measures and key performance indicators

The Group uses several alternative performance measures (APMs’) in order to pravide additional useful information on undertying
trends and the performance and position of the Group. APMs are non-GAAP and not defined by IFRS; therefore, they may not be directly
comparable with other companies’ APMs and should not be considered a substitute for [FRS measures.

The Group uses these measures, which are commaon across the industry, for planning and reporting purposes, to enhance the comparability
of information between reporting periods and business units. The measures are alse used in discussions with the investment analyst
cammunity and by credit rating agencies.

We have identified and defined the following key measures which are used within the business by management to assess the performance of
the Group's businesses:

APM term Definition and purpose o
Capital ernployed Capital employed is a non-statutory measure of invested resources. It comprises statutory net assets and 15 adjusted as
follows:

- to add goodwill recognised directly in reserves in respect of subsidiaries acquired before 1 August 1998;

- to eliminate the Group's investment in [CU Medical, Inc equity and deferred consideration contingent on the future
share price performance of ICU Medical, Inc; and

- to eliminate post-retirement beneht assets and liabilities and non-heagline litigation provisions related to John Crane,
Inc. and Titeflex Corporaticn, both net of deferred tax, and net debt.

ltis used to monitor capital allocation within the Group. See below for a recancdiation frem net assets to capital

employed.

Capital expenditure Comprises additions to property, plant and equipment, capitalised development and other intangibie assets. excluding
assets acquired through business combinations, see note 1 for an analysis of capital expenditure. This measure
guantifies the level of capital investment into ongeing operations

Divisional headline DHOP comprises divisional earnings before central costs, finance costs and taxation OHOP is used to monitor divisional
operating profit {DHOP')  performance. A reconciliation of DHOP to aperating profit 15 shown in note 1.
Free cash-flow Free cash-flow is calculated by adjusting the net cash inflow from operating activities to include capital expenditure,

the repayment of lease liabilities, the proceeds from the disposal of property, plant and equipment and the investment
in financial assets relating to operating activities and pensions financing outstanding at the balance sheet date.

The measure shows cash generated by the Group before discretionary expenditure on acquistions and returns to
shareholders. A reconciliation of free cash-flow is shown in note 28.

Gross debt Gross debt is total borrowings (bank, bonds and lease lisbilities). 1t 15 used to provide an indication of the Group's overall
level of indebtedness. See note 18 for an analysis of gross debt.

Headline The Group has defined & ‘headline’ measure of performance that excludes material non-recurring items or items
considered non-operational/trading in nature. items exciuded from headtine are referred to as non-headline items. This
measure |s used by the Group to measure and monitor performance excluding material non-recurring items or items
considered non-operational. See note 3 for an analysis of non-headline items.

Headline EBITDA EBITDA s awidely used profit measure, not defined by IFRS, being earnings before interest, taxation, depreciation and
amortisation. Follawing the completion of the sale of Smiths Medical, headline EBITDA for FY2022 has been presented
o a continuing operations basis. A reconciliation of headtine operating profit to headline EBITDA is shown iri the nate
below,

Headline EBITDA before Headline EBITDA, as defined above, 1s adjusted to exclude restructuring costs from the Group's strategic restructuring

restructuring costs programme which commenced in FY2020. Following the completion of the sale of Smiths Medical, headline EBITDA
befare restructuring costs for FY2022 has been presented an a continuing operations basis. A reconciliation of headline
EBITDA to headline EBITDA before restructuring costs and write-downs is shown in the note below.
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Headline operating profit ~ Headline operating profit is adjusted for strategic restructuring programme costs and write-downs, See note 2 for a
excluding restructuring recanciliation. This measure of profitakility is used by the Group te measure and monitor perfermance.

Net debt Net debt is total borrowings (bank, bonds and lease liabilities) less cash balances and dervatives used to manage the
interest rate risk and currency profile of the debt. This measure 1s used to provide anindication of the Group's overall level
of indebtedness and is widely used by investors and credit rating agencies, See nate 18 for an analysis of net cash/{debt).

Non-headline The Group has defined a 'headline’ measure of performance that excludes material non-recurring items or items
considered non-operationat/trading in nature. ftems excluded from headline are referred to as non-headling items. This
is used by the Group to measure and menitor material non-recurring items or items considered non-operational. See
note 3 for an analysis of non-headline items.

Operating cash-flow Comprises free cash-flow and excludes cash-flows re lating to the repayment of lease liabilities, interest and taxation.
The measure shows how cash 15 generated from operations in the Group. A reconciliation of operating cash-flow is
shown in note 28. B

Operating profit Operating profit is earnings before finance costs and tax. Areconciliation of operating profit to profit hefore tax is shown on
the income statement on page 103. This common measure is used by the Group to measure and monitor performance.

Return on capital employed Smiths ROCE is calculzted over a rolling 12-month perlod and is the percentage that headline operating profit

{'ROCE) represents of the monthly average capital employed on a rolling 12-month basis. This measure of return on invested
resaurces is used to monitor performance and capital ailocation within the Group. See below for Group ROCE and note 1
for diwisional headline aperating profit and divisional capital employed.

The key performance indicaters 'KPls) used by management to assess the performance of the Group's businesses are as follows:

KPI term Definition and purpose

Dividend cover - headlme Oividend caver is the ratic of headline earnings per share {see note 5} to dividend per share (see note 25). This cummonlyr
) used measure indicates the number of times the dividend ina f!p_anmalyear 15 covered by headline earnings.

Earnings per share (EPS}  EPS growth is the growth in headline basic EPS (see note 5), on a reperted basis. EPS growth is used to measure and

growth mohitor performance.

Free cash-flow lasa%of  This measure is defined as free cash-flow divided by headline opérating profit averaged over a three-year performanc;-

operating profit) 7 period. This cash generation measure I1s used by the Group as a performance measure forrriemunerat\'on purposes.
Greenhouse Gas Emissions GHG reduction is calculated as the percentage change In normalised Scope 1 & 2 GHG emissions. Normalised is
(GHG] reduction calculated as tC0O:ze per £million of revenue. This measure is used to monitor environmental performance.

Gross Vitality Gross Vitality is calculated as the percentage of revenue derived from new products and services launched in the

last five years. This measure is used to monitor the effectiveness of the Group’s new product development and
N cemmerciatisation. B i

My Say engagement score  The gverall score in our My Say emplayee engagement survey. The bi-annual survey is undertaken Group-wide. This
measure is used by the Group to monitor employee engagernent.

Operating cash conversion Comprises headline operating cash-flow, excluding restructuring costs, asa percentage of headline operat ng profit.
This measure is used to show the proportion of headline operating profit converted into cash-flow from operations
before investment, finance costs, nan- -headline items and taxation. The calculation is shown in note 28,

Operating profit margin Operating profit margin is calculated by dividing headline operatmg profit by revenue. This measure is used to monitor
the Group's ability to drive profitable growth and control costs.

Organic growth Organic growth adjusts the movementn headline performance to exclude the impact of foreign exchange, restructurmg
costs and acquisitions. Organic growth is used by the Group to aid comparability when manitering performance.

Organic revenue growth Organic revenue growth (remuneratien) 1s compounded annualised growth in revenue calculated on an underlying

(remuneration} basis, The measure used for remuneration differs from organic revenue growth in that it 1s calculated on a compounded
annualised basis. This measure has historically been used by the Greup for aligning remuneration with business
perfarmance.

Percentage of senior Pereentage of senior leadership positions taken by females is calculated as the percentage of senior leadership roles

leadership positions taken  (G14+ group) held by ferales. This measure is used by the Group to monitor dversity performance.
by females
R&D cash costsas a This, measure s defined as the cash cost of research and development activities as a percentage of revenue. Innovation
% of sales is an important driver of sustainable growth for the Group and this measures our investment in research and

~ development to drive innovation.
Ratio of capital expenditure Represents the amount of capital expenditure as a proportion of the depreciation and amortisation charge for the period.
to depreciation and This measure shows the level of reinvestment into operations.

amortisation

Recordable Incident Rate  Recordable Incident Rate is calculated as the number of recordable incidents ~ where an incident requires medical
(RIR} attentien beyond first aid - per 100 colleagues, per year across Smiths. This measure 1s used by the Group to menitor
health and safety perfoermance.
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Capital employed

Capital employed is a non-statutory measure of invested resources. It comprises statutory net assets adjusted to add goodwill recognised
directly in reserves in respect of subsidiaries acquired before 1 August 1998 of £478m [FY2021: £787m), to eliminate the Group's investment
in ICU Madical, Inc equity and deferred consideration contingent on the future share orice performance of ICU Medical, Inc and to eliminate
post-retirement benefit assets and liabilities and non-head!line litigation provisions related to John Crane, Inc. and Titeflex Corporation, bath
net of related tax, and net debt.

31July2022 31 )y 2027
£m

Notes £m
Net assets - ) ) N ) 2721 2423
Adjust for:
Goodwill recognised directly in reserves 478 787
Retirement benefit assets and obligations 8 (194} {413)
Tax related to retirement benefit assets and obligations 57 108
John Crane, Inc. litigation provisions and related tax 23 172 158
Titeftex Corporation litigation provisions and related tax 23 40 36
investment in ICU Medical, Inc equity 14 {364) -
Deferred contingent consideration 14 19} -
Net debt (FY2021: includes E4rm of net cash in discontinued operations) 8 150 1,018
Capitalemployed ] ] 3.041 4117
Return on capital employed {ROCE")

Year ended
Yearended 31 July 2021
31July 2022 represented”

Notes Em £m
Headline opérating profit for previous 12 months continuing Dperat\ons__ h ’ B R 372
Restructuring costs - 21
Headline operating profit before restructuring costs - continuing operations 417 393
Average capital emnpioyed - continuing operations lexcluding investment in ICU Medical. Inc equity) 1 2940 2830
ROCE 14.2% 13.9%

* Follow g the completion of the sale of Sm.ths Medical, ROCE for 31 Juiy 2021 has been rep-esented to exclude restructuring costs and discantinued operations from Feadline operating
prohitand average capital employed. The 31 July 2021 figures have been represented tc aid the period on period comparab Lity for this forward-locking measure.

Credit metrics

Smiths Group monitors the ratio of net debt to headline EBITDA as part of its management of credit ratings; see note 24 for details. This ratio
is presented for the whole Group, including discontinued operations, and is calculated as follows:

Headline earnings before interest, tax, depreciation and amortisation {headline EBITDA)

Year ended Year ended

31 July 2022 31 July 2021

Continuing Tatal

operations  gperabtons®

Notes £m £m

Headline operating profit a7 372

Headline operating profit of discontinued operations 27 - 177

Exctude:

- depreciation of property, plant and equipment 12 18 40

- depreciation of right of use assets 13 30 32

- amortisation and impairment of development costs ‘0 2 7

- amortisation of software, patents and intellectual property 4 7 7

Headline EBITDA 495 635

Add back: restructuring costs and write-downs (FY2021 comparative includes £9m in discontinued operations] 2 - 30

Headline EBITDA before restructuring costs and write-downs - 495 665
Ratio of net debt to headline EBITDA - tetal Group including discontinued cperations

Year ended Year ended

31July2022 31 July 202

Continuing Total

operations ope-atians™

e Notes Em £m

Headline EBITDA 495 635

Net debt {FY2021 comparative inctudes £4m of net cash in discontinued operations) 8 150 1.018

Ratio of net debt to headline EBITDA 03 16

* Tnefquresfor the comparative per ad nftne c-ecif metnics tatles above »~cluoe 2iscont nues aperations
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30 Post Balance Sheet Events

Details of the proposed final dividend announced since the end of the reporting period are given in note 25.

31 Audit exemption taken for subsidiaries
The following subsidiaries are exempt from the requirements of the Companies Act 2006 relating to the audit of individual accounts by virtue
of Section 479A of that Act for FY2022.

Company Company
Company name number Company name L number
EISGroupPlc o 61407 Smiths Detection Investments Lirnited 5146644
Flexibox International Limited 394688 Smiths Finance Limited 7888063
Flex-Tek Group Limited 11545405 Smithe Group Finance EU Limited ' 10440573
Graseby Limited 894638 Smiths Group Finance US Limited 10440608
S| Properties Limited 160881 Smiths Group Innovation Limited 10953687
SITI Limited ’ 4257042 Smiths Intercannect Group Limited 6641403

Smiths Detection Group Limited 5138140 Smiths Pensions Limited ) 2197444
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Unaudited Group financial record 2018-2022
The headline income statement metrics shown below for the year ended 31 July 2018 has been represented to show the results of Smiths
Medical as & discontinued operation.
Year ended Year ended Year ended Yearended  Year ended
Fluy20zz I Juw 2021 3100w 2020 31 July2019 31 July2018
£m £m £m £m £m
Incame statement metrics - headline® T T T T o
Continuing cperations Revenue 2566 2,406 2,548 2,498 2,328
Headline operating profit 417 372 327 427 388
Headline profit before tax 376 332 278 376 333
Discontinued operations Revenue 356 849 918 874 869
Headline operating profit 66 177 184 147 156
Headline profit before tax 45 174 180 144 154
Income statement metrics —Tta_t'ﬁ;"‘_ S T T T - o
Revenue 2.566 2,606 2,548 2,498 2,328
Gpearating profit v 326 241 326 342
Prefit before taxation 03 240 133 304 287
Profit for the year 1,035 285 267 227 279
Balance sheet metrics=* T T T o mme e e e
Net debt {150) {1,018) 1,141 {3,197} 893)
Shareholders’ eguity 2,699 2,402 2,373 2,360 2272
Average capital employed 2940 47165 £.315 3.972 3735
Ratios***
Headline operating profit: revenue (%) 16.5 169 147 17.0 17.0
Headline effective tax rate (%) 27.2 271 26.2 259 25.8
Return on capital employed (%} 14.2 132 11.8 14.4 14.6
Return on shareholders funds (%) 0.0 11.6 10.8 12.3 12.1
Cash-flow metrics***
Headune operating cash 318 630 575 474 538
Headline operating cash conversion {%}) 76 125 123 83 kX
Free cash-flow 130 383 273 234 302
Free cash-flow per share (p} 359 6.4 48.9 59.1 76.3
Earnings per share*** -
Headline earnings per share (p) 82.5 93 84.8 6.8 90.7
Dividends and dividend cover***
Pence per share 39.6C 3770 35.00 4590 44,55
Headling dwidend cover 21 2.5 2.4 21 2.0

03 GGVERNANCE

Q4 FINANCIAL STATEMENTS

164

The neadlire income statement metrics Inthe abave five-year record have been presented to refiect the reclassification of the Smiths Medical business as a d scontinued operation and
the Group's current accounting policy of incud:ng restucturing and penson adrministratior costs within headline profit. The discantinued operations comparatives for the year ended
31 July 2078 have also been restated for the adoption of IFRS 15,

** The statutary income statement metrics are presented based of conbinuing aperatigns for both the current and comparative years.

"** Balance sheet metrics, ratigs, cash -flow met-ics, earnings per share, divide~d caver and nuTber of employees are presented based on both continuing ano discontinued gperations lor
alt years.
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Unaudited supplementary consolidated income statement - US dollar translation
Year ended 31 July 2022 Year ended 31 July 2021
Non-headline Non-headline
Headline {note 3) Total Headline {nate 3} Total
$m $m $m $m $m $m
CONTINUING OPERATIONS S o N
Revenue 3,377 - 3.377 3,264 - 3,264
Operating casts {2.878) (395) (3.223) {2.760} 162) (2.822)
Operating profit/{loss} 549 @9sb 194 504 (62) 442
Interest receivable 18 - 18 12 - 12
Interest payable (72 - (72) (68} - {66)
Other financing gains/llosses) - 26 26 - (771 (71
Other finance charges - retirement berefits -9 9 - g 8
Finance costs Nt 38 (9) {54) 63) (a17)
Profit/lloss) before taxation C T s @sn) 138 450 {125) 325
Taxation ' a3 18 (119) {130} 18 F
Profit/{loss) for the year o358 Bazy 18 320 (107) 213
DISCONTINUED OPERATIONS
Profit on discontinued operations bé 1280 1.344 182 8 174
PROFITALOSS) FOR THE YEAR 422938 1360 502 (115) 387
Profit/{loss) for the year attributable to:
Seniths Group shareholders - continuing operations 355 (342} 13 319 (107 212
Smiths Group shareholders ~ discontinued operations 64 1,280 1.344 182 @l 174
MNon-contretling interests 3 - 3 1 - 1
' - ] 502 (s 387
EARNINGS PER SHARE
Basic 351.5¢ 27.2¢c
Basic - continuing 3.7c 53.4¢c
Diluted 350.0c 96.7c
Diluted - continuing 39 53.1¢

Assets and liabilities have heen translated into US dollars at the exchange rate at the date of that balance sheet and income. expenses and
cash-flows are translated at average exchange rates for the period. This reflects the accounting approach that Smiths Group plc would use
if the Group moved to reporting in US dollars without making any changes to its Group structure or financing arrangements.
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Unaudited supplementary consolidated statement of comprehensive income -
US dollar translation

Year ended

Yearended 31 July 2021

31 July 2022 represented®

$m sm
PROFIT FORTHEYEAR 1,360 387

Other comprehensive income (OCI): o
f

" OCl which will not be reclassified to the income statement:

Re-measurement of post-retirement benefits assets and obligations 22 18

. Taxation on post-retirement benefits moverments - @
! Fair value movernents on financial assets at fair value through OCI {83! 5

{109) 151

" 0Clwhich will be reclassified and reclassitications:
+ Fair value gains/llosses) and reclassification adjustments:

' _deferred in the year on cash-flow and net investment hedges (108} m
- reclassified to income statement on cash-flow and net investment hedges 7 3
' (107 14
i Foreign exchange {FX) movements net of recycling:
Exchange losses/{gains) on translation of toreign operations 363 32}
Exchange gains recycled to the mcome statement on dispesal on business (248} -
, “ 105 (32}
Total other comprehensive income, net of taxation {107 97
Total comprehensive income 1,259 484

Attributable to:
Smiths Group shareholders 1298 484
Non-controlling interests i -
' 1259 484
*  The comparative year h’as peen represented ta include Fair value movements or financial aﬁselns atfair value through OCI within the OCwhick will n‘ut be rec’lm ;omcume

statement subtotal rather than wathun the "'OCI which will be reclassifieo and reclassifications’ subtatal, This reclassificat 07 has no 1mpact on total other comprehensive income e the
comparative year ended 31 July 2021,
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Unaudited supplementary consolidated balance sheet - US dollar translation

31 July 2022

NON-CURRENT ASSETS

Intangible assets

Property, plant and equipment

Right of use assets

Financial assets - other investments
Retirement benefit assets

Deferred tax assets

Trade and other receivables
Financial derivatives

CURRENT ASSETS
Inventories

Current tax receivable
Trade and other receivables
Cash and cash equivalents
Financial derivatives
Assets held for sale

TOTAL ASSETS

CURRENT LIABILITIES
Financial liabilities

- borrowings

- lease liabilities

- financial derivatives
Provisions for liabilities and charges
Trade and other payables
Current tax payable
Liabitities held for sale

NON-CURRENT LIABILITIES
Financiat tiabilities

- borrewings

- lease liahilities

- financial derivatives

Provisions for liabilities and charges
Retirement benefit cbligations
Current tax payable

Deferred tax Liabilities

Trade and other payables

TOTAL LIABILITIES
NET ASSETS
SHAREHOLDERS' EQUITY
Share capital

Share premium account
Capital redemption reserve
Revaluation reserve

Merger reserve

Retained earnings

Hedge reserve

Total shareholders eguity
Non-controlling interest equity
TOTAL EQUITY

<>

= Q

31 July 2021
&m

$m

1933 2.082
296 295
129 150
481 15
376 759
16 128
84 82

- 104
3415 3,415
69 530
51 105
897 87
1786 563
5 3

- 1728
2943 3,805
5,358 7,620
(620) (13)
{35) (38)
(33} {4)
(107) {64)
8291 {737}
(78) (124)

- (393)
(1,702) (1,373)
(655 (1,967)
{110) (131)
(74) -
{3071 (335)
{142) 178)
(&) (7)
{52) (39)
56 (82)
{1,344) {2,679)
i3.048) (4,052
2312 3,368
146 207
o, 505

23 8

- 1

o84 a7
2612 2,608
(246] (317)
7,785 3,339
37 29
1315 3,368
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Unaudited supplementary consolidated statement of changes in equity = US dollar translation

Share capital
and sh_are Other
premium reserves
$m $m

A3 Juy2020 T 712 336

Profit for the year - -

" Other comprehensive income:

| - re-measurement of retirement benefits after tax - -
- FX movernents net of recycling {88 14e)

i - fair value gains/llosses) and related tax - -

Total comprehensive income for the year (88) {44)

Transactions relating to ownership interests:

Issue of new equity shares 3 -

Purchase of shares by Empleyee Benefit Trust - -

Proceeds frem exercise of share options -

Share buybacks n7 "7

Dividends:

- equity shareholders

Share-based payment -

At31July2022 o . & 309

Share captal
and share Other
premium reserves
Im $m

At31July2020 T T 667 3y

" Profit for the ye;} T T T -

. Dther comprehensive income:

' - re-measurement of retirernent benefits atter tax - -
- FX movernents net of recycling 42 17
- fair value gains/{losses) and related tax - -

Total comprehensive income for the year 42 17

Transactions relating to ownership interests:

Exercises of share options 3 -

Receipt of capital from non-controlling interest - -

Purchase of own shares - -

Dividends:

- equity shareholders - -

- non-cantrolling interests - -

Share-based payment - -

At 31 July 2021 712 336

Equity Non-
Retained Hedge shareholders” controlling Total
tarnings reserve funds interest equity
m $m  $m $m _ §m
2,608 (317 3,339 29 3,368
1,357 - 1,357 3 1,360
|
[22) - (22} - [22)
ava 172 334 {51 (342}
B3 [y {184) - (184}
875 Fai 14 (2] 812
- - 3 - 3
en - (2 - (2’
1 - 1 - "
872 - ey - 177
1197; ~ {197 {1971
18 - 15 - 8
2,612 (246) 3,285 27 3,312
Equity Nan-
Retained Hedge sharehalders’ cantrolling Total
earnings reserve funds nterest equity
$m $m $m $m $m
253  (413) 3107 29 313
386 - 386 1 387
10 - 10 - 10
(72) (18) (31) m {32)
5 14 19 - ”171‘? !
329 96 484 - 484
- - 3 - 3
- - - 1 1
{22 - (22} - (22)
{252) - {252) - {252)
- - - m i
19 - 19 - 19
2,608 (317) 3,339 29 3,368
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Unaudited supplementary consolidated cash-flow statement — US dollar translation
Year ended Year ended
31July2022 31 July 2021
$m $m
Net cash inflow from operating_a”ctivities 367 726
Cash-flows from investing activities
Expenditure on capitalised development {29) {37)
Expenditure on other intangible assets i (16}
Purchases of property, plant and equipment {76) {108)
Disposals of property, plant and equipment A 3
Capital returned by/(investment in) financial assets - 7
Acguisition of businesses - {113)
Investment in financial asset - discontinued operaticns - (19)
Proceeds on disposal of subsidiaries, net of cash disposed 1,751 -
Net cash-flow used in investing activities 1,639 {279}
Cash-flows from financing activities
Proceeds from exercise of share options 3 3
Share buybacks (672} -
Purchase of shares by Employee Benefit Trust {21) (22}
Proceeds received on exercise of employee share options i -
Settlernent of cash-settled options 4] -
Dividends paid to equity shareholders (197) (257)
Lease payments {50) (60)
Reduction and repayment of borrowings (388) -
Cash inflow from rnatured derivative financiat instruments 30 5
Net cash-flow used in financing activities {1,295} (325)
Net decrease in cash and cash equivalents 711 122
Cash and cash equivalents at beginning of year 543 480
Cash held in disposal group 43 (38)
Exchange differences (52 (
Cash and cash equivalents at end of year ~ 1,285 563
Cash and cash equivalents at end of year comprise:
- cash at bank and in hand 295 304
- short-term deposits 991 259
1,286 563
- bank overdrafts 4] -
1,285 563
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The headline income staterment metrics shown below for the year ended 31 July 2018 has been represented to show the results of Smiths

Medical as a discontinued operation.

Year ended
31 Juy 2018

$m

3139
523
449

1172
210
208

3,139
461
386
375

1.172)
2982
4,503

17.0
258
14.6
12.5

725
9%
407
102.9
122.3

60.1

Year ended Year ended Year ended Year ended
3MJuly2022 31 July2021 21 July2020 31 July2019
$m $m . $m $m
income statement metrics - headlina®
Continuing operations Revenue 3.377 3.264 3.216 3.218
Headline operating profit 549 504 412 550
Headline profit before tax 495 450 35 484
Discontinued operations Revenue 468 1,152 1,159 1,126
Headline operating profit 87 240 232 189
Headline profit before tax 86 239 227 185
ac-éngtatement rl';etrics; statutory** S T T
Revenue 3.377 3,264 3.216 3,218
Operating prafit 154 442 304 420
Profit before taxation 135 325 169 391
Profit for the year 1.347 387 337 291
Balance sheet metrics*** T T T - ’ T T
Net debt {183 {1,415) {1,498) {1.462)
Shareholders’ equity 3,285 3339 3107 2882
Average capital employed 3,578 5,790 5,652 4,892
Ratios*** N
Headline operating profit: revenue (%] 16.5 169 1467 17.0
Headline effective tax rate (%) 272 271 26.2 25.9
Return on capital employed (%) 142 13.2 1.8 4.4
Return an shareholders’ funds {%) 9.9 12.2 10.6 121
Cash-flow metrics™* i - ’
Headline operating cash g29 855 726 611
Headline operating cash conversion {%) 76 125 123 a3
Free cash-flow N 71 520 345 301
Free cash-flow per share {c) 47.2 1311 489 76.1
Earning§ per share*** B
Headline earnings per share (c) 08 & 126.3 107.0 1247
Dividends and dividend cover®** .
Cents per share (c) 52.1 511 44.2 591
isgdhne_ﬂidﬂwd cover 2.1 25 2.4

2.1

20

The headline income staterment metrics in the above five-year record have been presented ta retlect the reclassification of the $miths Medicat business as a discontinued aperation and

the Group's current accounting policy of Including restructuring and persion administration costs within Readline grofit The d seontinued operations comparatives for the year ended

31 July 2018 have alsp been -estated for the adopton of JFRS 15,

all years.

The statutory ncome statement melrics are precented based oncontinuirg gperations far both the current and compa-ative year.

= Balance sheet metrics, ratos, cash-flow metrics, earmngs per share, dividerd cover ara number of employees are presented based on both continuing and disce~tinued pperations for
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Company balance sheet
Muly2022 31 July 200
— o o Notes m £m
NON-CURRENT ASSETS
Right of use assets 2 5 [
Investments 3 2.422 2414
Loans due from subsidiaries 3 561 611
Retirement benefit assets 10 309 T4
Financial derivatives 8 - 75
' C 3297 3,652
CURRENT ASSETS
Trade and other receivables 5 62 52
Current tax receivable 5 5
Cash and cash equivalents 7 770 158
Financial derivatives 8 g z
) 846 217
TOTAL ASSETS 4,143 3,869
CURRENT LIABILITIES T ’
Trade and other payables 6 {588) (51
Lease liabilities 7 m Iy
Financial derivatives 8 {29) {2)
' 618) (94)
NON-CURRENT LIABILITIES
Borrowings 7 {945} (1,354)
Lease liabilities 7 (5) (4)
Provisions for liabilities and charges 9 {2} {2}
Retirement benefit liabilities 10 {47} (58)
Financial derivatives 8 (z0) -
Deferred tax liabilities 4 - 28
{619} (1,448)
TOTAL LIABILITIES (1,237 {1,542)
NET ASSETS ) 2904 2,327
SHAREHOLDERS' EQUITY
Calied up share capital n 136 149
Share premium acceunt n 365 363
Capital redemption reserve 1 19 6
Other reserves 1 181 181
Profit and loss accaunt 1 72205 1,628
| EQUIT 2,906 2,327

TOTAL EQUITY

The Company's profit for the period was £1,257m (FY2021: £2m loss).

The accounts on pages 171 to 179 were approved by the Board of Directors on 22 September 2022 and were signed on its behalf by:

Paul Keel
CHIEF EXECUTIVE OFFICER

Clare Scherrer
CHIEF FINANCIAL OFFICER

Smiths Group plc - registered number 137013
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Share Share rede!r::;lit:l: Other Retained Shareholders’
capital premium reserve reserves profit equity
£m £m £m £m £m £m )

AU3T July 2021 ’ - E 3 6 81 1628 2,327
Profit for the year - - - - 1,257 1,289
Other comprehensive income:

- re-measurement of retrement benefits - - - (73 23
- taxation recognised on retirement benefits - - - - b &

Total comprehensive income for the year - 1,240 1,240
Transactions with owners:

Issue of new equity sharas - z - - 7
Purchase of shares by Employee Benefit Trust - - - e (14
Proceeds received on exercise of employee share options - - - - 1 1
Shares purchased under a buyback programme {13} - 13 - {513 5
Dividends paid to equity sharehaolders - 150 1750

' Share-based payment - - ! 15

Total transactions with owners recognised in equity {13) 2 13 - (663) (661)

At31 July 2022 136 _ 365 19 181 2,205 2906

Capital
Share Share redemption Other Retainec  Sharenolders
capita. premium reserve rese ves profit equity
o _Em m e L L

At31July 2020 T T 103 361 & 181 1812 2,509
Profit for the year - - - - (2) (2)
Other comprehensive income:

- re-rneasurement ef retirernent benefits - - - - 12 12
- taxation recognised on retirermnent benefits - - - - (6) ()

Total comprehensive income for the year - - - - 4 4
Transactions with owners: -
lssue of new equity shares - 2 - - - 2

" Purchase of shares by Employee Benefit Trust - - - - (1) (18]
Dividends paid to equity shareholders - - - - (185) (185)
Share-based payment - - - - 13 13

Total transactions with owners recognised in equity - 2 - - (188) {188)

At 31 July 2021 ) 149 363 6 181 1,628 2,327
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Company accounting policies

Basis of preparation

These financial statements were prepared in accordance with Financial Reperting Standard 101 Reduced Disclosure Framework {FRS 1077,
In preparing these financial statements, the Company applies the recognition, measurement and disclosure requirements of UK-adopted
international accounting standards (Adopted IFRSs’), but makes amendments where necessary in arder to comply with Companies Act 2006
and has set out betow where advantage of the FRS 101 disclosure exernptions has been taken.

These accounts have been prepared on s going concern basis and under the historical cost convention modified te include revatuation
of certain financial instruments, share opticns and pension assets and liabilities held at fair value.

As permitted by Section 408(3) of the Companies Act 2006, the Company’s income statement and staternent of cornprehensive income have
not been presented. As permitted by Section 408(2), information about the Company’s employee numbers and costs is not presented.

Going concern

The Directors are satisfied that the Group, {of which the Company is the helding company} has adequale resources to continue to operate
for a period not less than 12 months from the date of approval of the financial statements and that there are no material uncertainties
around their assessment. Accordingly, the Directors continue to adopt the going concern basis of accounting. Details of the going cancern
assessment for the Group are provided in the accounting policies nete of the consolidated financial statements.

Exemptions from the requirements of IFRS applied in accordance with FRS 101
The following exemptions from the requirements of IFRS have been applied in the preparation of these financial statements,
in accordance with FRS 101:

- Paragraphs 45(bj and 46 to 52 of [FRS 2, ‘Share-based payment’ (details of the number and weighted-average exercise prices of share
options, and how the fair value of goods or services received was determined)

- IFRS 7, 'Financial Instruments: Disclosures’

- Paragraphs 91 to 99 of IFRS 13, ‘Fair value measurement’ (disclosure of valuation techniques and inputs uged for fair value measurement
of assets and liabilities).

- Paragraph 38 of IAS 1, 'Presentation of financial statements’ comparative information requirements in respect of:

- paragraph 7%{ajliv} of IAS 1;
- paragraph 73(e) of IAS 16 Property, plant and equipment’;

- The following paragraphs of IAS 1, ‘Presentation of financial staternents’

10{d} {statement of cash-flows),

16 {statement of comnpliance with all IFRS),

- 38A(requirement for minimum of two primary statements, including cash flow statemeants),
38B-D (additicnal comparative information),

111 {cash flow statement infermation}, and

134-136 (capital management disclosures)

- 1A57, ‘Statement of cash-flows’

- Paragraph 30 and 31 of IAS 8 ‘Accounting policies, changes in accounting estimates and errors’ (reguirement for the disclosure
of information when an entity has not applied a new IFRS that has been issued but is not yet effective)

- Paragraph 17 of IAS 24, ‘Related party disclosures’ {key management cormpensation)

- The requirements in |AS 24, ‘Related party disclosures’ te disclose related party transactions entered into between two or more members
of a group.

- The requirements of paragraphs b2 and 58 of IFRS 16 Leases
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Significant judgements, key assumptions and estimates

The preparatian of the accounts in conformity with generally accepted accounting principles reguires management to make estimates and

judgements that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the |
accounts and the reported amounts of revenues and expenses during the reporting peried. Actual results may differ from these estimates.

The key sources of estimation uncertainty together with the significant judgerments and assumptions used in these Parent Company financial
statements are set out below.

Sources of estimation uncertainty

Taxation

The Company has recognised deferred tax assets of £66m (FY2021: £89m) relating to revenue losses brought forward. The recognition of
these assets requires management to make significant estimates as to the ability to recover thern against the unwind of other tax positions
and forecast UK taxable profits of the tax group. Further detail on the Company’s deferred taxation position is included in nate 4.

Retirement benefits

Determining the value of the future defined banefit obligation involves significant estimates in respect of the assumptions used to calculate
present values. These include future maortatity, discount rate and inflation. The Company uses previous experience and independent
actuarial advice to select the values for critical estimates. A portion of the Company’s pension liabilities are insured via bulk annuity policies
which broagly match the scheme obligation to identified groups of pensioners. These assets are valuad by an external qualified actuary at
the actuarial valuation of the corresponding liability, refiecting this matching relationship.

The Company's principal defined benefit pension plans have been closed sa that no future benefits are accrued. Critical estimates for these
plans, and the effect of variances in these estimates, are disclosed in note 8 to the consolidated financial statements.

Significant judgements made in applying accounting policies

Taxation

As stated in the previous section ‘Sources of estimation uncertainty’, the Company has recognised deferred tax assets of £6ém

(FY2021: £89m] relsting to revenue losses brought forward. The decision to recognise deferred tax assets requires jJuggement in
determining whether the Company will be able to utilise historical tax losses in future periods. It has been concluded that there are sufficient
taxable prefits in future periods to support recognition.

Retirement benefits

At 31 July 2022 the Company has recognised £309m of retiremnent benefit assets (FY2021: £546m), which arises from the rights of the
employers to recover the surplus at the end of the life of the scheme.

The recognition of this surplus is a significant judgernent. There is judgement required in determining whether an unconditional right of
refund exists based on the provisions of the relevant trust deed and rules. Having taken legal advice with regard to the rights of the Company
under the relevant Trust deed and rules, it has been determined that the surplus is recoverable by the Company and therefore can be
recognised. [f the pension schemes were wound up while they still had members, the schemes would need to buy out the benefits of all
members. The buyouts would cost significantly more than the carrying velue of the scheme liabilities within these financial statements
which are calculated in accardance with IAS 19: Employee benefits.

Foreign currencies

Foreign currency trensactions are recorded at the exchange rate ruling on the date of transaction. Foreign exchange gains and losses
resulting from the settlement of such transactions, and from the retranslation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies, are recognised in the profit and loss account.

Leases

At the commencemant date of the lease, the Company recegnises lease liabilities measured at the present value of lease payments to be
made over the lease term, which includes periods covered by renewal options the Company is reasonably certain to exercise. In calculating
the present value of lease payments, the Company uses the incremental borrowing rate at the lease commencement date.

The Company recagnises right of use assets at the commencement date of the lease. Right of use assets are measured at cost including
the amount of lease liabilities recognised and initial direct costs incurred, less any incentives granted by the lessor. Right of use assets are
subject to impairment and are depreciated over the shorter of the lease term and the useful life of the right of use asset.

The Company has a buildings lease with a term of seven years. Other leases with lease terms of 12 months or less and leases of office
equipment with tow value (typically below £5,000) are recognised as an expense on a straight-line basis over the lease term with the
Company having applied ‘short-term lease” and ‘lease of low-value assets’ recognition exemptions.
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Investments in and loans to Group companies
The Company's investments in shares in Group companies are stated at cost less provision for impairment. Any impairment is charged to
the profit and loss account as it arises.

The recoverability of intercornpany loans is assessed applying the methodology of IFRS 9 by looking at the credit quality of the subsidiary
and any support available to the entity. These calculations require the use of estimates including projected future cash-flows and other
future events. The application of the expected credit loss model has not had a material impact on the Company’s loan receivables
provisioning position.

Financial instruments
The policies disclosed in the Group accounting pelicies on pages 108 to 115 for recognition, measurement and presentation of financial
instruments are applied in the Company accounts.

Taxation
Deferred tax is provided using the balance sheet liability method. Adeferred tax asset is recognised where itis probable that future taxable
income will be sufficient to utilise the available relief.

Deferred tax is provided on temporary ditferences arising on investments in subsidiaries, except where the timing of the reversal of the
temporary difference is controlled by the Company and itis probable that the temporary difference will not reverse in the foreseeable future.

Provisions

Provisions for disposal indemnities, restructuring costs, property dilapidaticns and legal claims are recognised when: the Company has a
iegal or constructive obligation as a result of a past event; it is probable that an outflow of resources will be required to settle the obiigation;
and the amount has been reliably estimated. Provisions are not recognised for future operating losses.

Provisions are discounted where the time value of money is material.

Retirement benefits

The Company has both defined benefit and defined contribution plans. The policies disclosed in the Group accounting policies on pages 108
to 115 for recognition, measurement and presentation of retirement benefits are applied in the Company accounts. Note 8 to the consolidated
accounts explains the valuation basis for the Company's retirement benefit schemes assets and liabilities.

Share-based payment
The Company operates a number of equity-settled and cash-settled share-based compensation plans.
The fair value of the shares or share options granted is recognised over the vesting period to reflect the value of the employee services

received. The charge relating to grants to employees of the Company is recognised as an expense in the profit and loss account and the
charge for grants to employees of other Group companies is recognised as an investment in the relevant subsidiary.

The fair value of options granted, excluding the impact of any non-market vesting conditions, is calculated using established option pricing
models, principally binomial maodels. The probability of meeting non-market vesting conditions, which include profitability targets, is used to
estimate the number of share options that are likely to vest.

For cash-settled share-based payment schemes, a liability is recognised based on the fair value of the payment earned by the balance sheet
date. For equity-settled share-based payment schemes, the corresponding credit is recognised directly in reserves.

Dividends

Dividends are recognised as a liability in the period in which they are authorised. The interim dividend is recognised when it is paid and the
final dividend is recognised when it has been approved by sharehclders at the Annual General Meeting.
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Notes to the Company accounts

1 Audit fee and directors emoluments
The audit fee paid to KPMG LLP for the Parent Company was £0.1m (FY2021: £0.7m).

Directors' emocluments in the year amounted to £4m (FY2021: £5m). Further information is in the Remuneration & People Committee Report
on pages 75 to 88.

2 Right of use assets

P-operties
_ - £€m
Cost or vatuation 7 B ) N B i
At 31 July 2020 8
At 31 July 2021 8
At 31 July 2022 3 8
Depreciation o i B ' - '
At 31 July 2020 1
Charge for the year 1
At 31 July 2021 _ 2
Charge forti‘ngyea:_—;iii o ) o o ’ L - ) . 1
At3lJuly2022 o S T " Y
Fef book value at 31 ;luly 2022 - o - S 5
Net book value at 31 July 2021 6
Net book value at 31 July 2020 B 7
3 Investments and loans due from subsidiaries
Sharesir Loans
subsiziary due from
underlakings  supsidianies Total
_ Em £m 7 £m
Cost or valuation a
At 31 July 2020 2,410 869 3,279
Foreign exchange rate movements - (74) (74)
Contribution through share aptions 9 - ?
Decrease in advances due from subsidiaries - (183) (183)
At 31 July 2021 2,419 612 3,031
Foireiigin exchange rate rﬁoverﬁents o7 ) ’ N L a1 721
Contribution through share options 7 - 5
Decrease in advances due from subsidiaries - 1771 71
At 31 July 2022 ) 2,627 562 2989
Provision forimpairméht - o T T T T h
At 31 July 2020, 31 July 2021 and 31 July 2022 5 1 6
Net book value at 37 July 2022 2,422 561 2,983
MNet book value at 31 July 2021 2,614 &n 3,025
Net book value at 31 July 2020 2,405 868 3,273

Loans due to subsidiaries are offset against loans due from subsidiaries to the extent that there is a legal right of set off and an intention to
settle the balances net. At 31 July 2022 €£1,664m of loans payable are offset against loans receivable (FY2021: £2 790m}. The Company has
large offsetting loan balances because it uses loans to reduce its foreign currency exposures and separately monitor net cash generated
from trading activities.

The Company’s subsidiaries are largely held according to business lines by the following holding companies, which are incorporated
in England:

Smiths Group International Hotdings Limited
Smiths Detection Group Limited

John Crane Group Limited

Flex-Tek Group Limited

Smiths Interconnect Group Limited
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The principal subsidiaries and their countries of incorporation are:

Cngland
Smiths Detection - Watford Ltd
John Crane UK Limited

Other

Smiths Detection Germany GmbH (Germany)
Smiths Deteclion (Asia-Pacifict Pte Ltd {Singapore)
John Crane Middle East FZE (UAE)

John Crane Technelogy (Tianjin} Co Limited (Chinal
John Crane Saudi Arabia Ltd (Saudi Arabia)

John Crane Canada Inc {Canada)

02 STRATEGIC REPORT

03 GOVERNANCE

<

United States

Smiths Detection, Inc.

dahn Crane, Inc.

Titeflex Corporation

Flexible Technologies, LLC.

Tutco, LLC.

Royal Metal Products, LLC

Smiths Intercennect Americas, Inc
Smiths Interconnect, inc

Kreisler Manufacturing Corp
Smiths Tubular Systems - Laconia Inc

04 FINANCIALSTATEMENTS i)
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Of the companies above, Smiths Group Internaticnal Holdings Limited is 100% cwned directly by the Company, The others are 100% owned
through intermediate holding companies. Shareholdings are of ordinary shares or common stock. All of the above subsidiaries operate in

their country of incorporation.

See pages 180 to 188 for a complete list of subsidiary undertakings.

4 Deferred tax assets and liabilities

The Company has recognised the following deferred tax assets and liabilities:

Share- Retirement Losaes

based benefit carried
payment obligatons forward Qther
o EE‘ £m B £ €m
At 31 July 2020 3 (e8) 72 2
[Charge)/credit to income statement - (29 17 1
Charge to equity - ) - . B
At 31 July 2021 3 {123} 89 3
{Chargel/credit to income staternent (2} 51 (25 13
Charge to equity it s ] - -
At 31 July 2022 - (66) 66 -

The Company is part of a UK tax group including all its UK-based subsidiaries. The Company has recognised deferred tax assets of £66m
{FY2021: £89m) relating to revenue losses brought forward. The recognition of these assets is dependent on the ability to recover them
against the unwind of other tax positions and forecast UK taxable profits of the tax group. The treatment of these assets is reviewed at each

reporting date.

As at 31 July 2022 the Company has unrecognised deferred tax assets relating to losses of £142m (FY2021: €nil).

In June 2021, it was announced that from 1 April 2023, there would be an increase in the rate of UK corporation tax from 19% to 25%,

Deferred tax, as at 31 July 2022 has been calculated at the 25% rate.

b Trade and other receivables

Amounts Owgi)y 5ub5|diarr7\eﬁsﬂ‘
Other receivables

6 Trade and other payables

Amounts owed to subsidiaries

Term loans due within one year
Dther creditors
Accruals and deferred income

31 July 2022 31 July 2027

£m £m

I - 61 51
1 1

62 52

3 July 2022 31 July 2021
I - Em s

T o T N hg 56
304 -

15 21

1 14

588

91
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7 Borrowings and net debt
I July2022 31 July 2021

. ; . Em _ Em
Cashatbank T ' 10 20
Short-term deposits 760 138
Cash and cash equivalents 770 158
Lease liabilities falling due within one year " 7 o - {1 {n
Lease Labilities falling due after one year (5) (6}
Term loans falling due within one year {504) {23)
Term loans falling due after one year ~ [545) {1,354}
Borro\;vmgs 3 (1,055 - (1,384
N_eii-débt ‘_ R T ) - i (285) (1,22%!

Term loans and lease liabililies
The currency and coupons for the term loans are disclosed in note 18 of the Group accounts.
3MJuty2022 31 July 2021
£m £m

Less than one year - ’ ’ ] ) 505 T2
Between one and two years 1 290
Between two and five years 548 516
Greater than five years 1 594
Smiths érbup plc term loans and lease liabilities 1,055 1,384

See the liguidity risk disclosures in note 19 in the Group accounts for information on the cash and borrowing facilities available to the Group.
Smiths has Revolving Credit Facilities of $800m maturing on 1 Novemnber 2024,

8 Derivatives
The tables below set out the nominal amount and fair value of derivative contracts held by the Company:

At 31 July 2022

Contract or underlying Fair value
nominal amoeunt Assets Liabilities Het
£m £m £m £m
Foreign egcﬁe_ contracts {not hedge accounted] - 593 4 o -
Cross-currency swaps (fairvalue and net investment hedges) &15 - 40} {&0)
Interest rate swaps {fair value hedges) - - - -
Total financial derivatives 1,208 9 1£9) {40)
Balance sheet entries i -
Non-current - iz8) 12G)
Current 9 2% 120
Total financial derivatives - 9 451 (40)
At31July 2021
Contract o~ unde-lying Fairvatue
nom na. amount Assets Liabilities Net
[ 31 Em £m £m
Foreign exchange contracts (not hedge accounted) . 325 2z {2) -
Currency swaps {fair value and net investrment hedges) 539 72 - 72
Interest rate swaps (fair value hedges) 108 3 - 3
Total financial derivatives 972 77 {2) 75
BaLan;_;.Eeet entrri'es - - B - k T o - T T
Non-current 75 - 75
Current 2 (2)
Total financial derivatives 77 (2) 75

Derivatives, including forward exchange contracts, currency swaps, interest rate instruments and embedded derivatives are Level 2 fair
value instruments and are valued at the net present value of the future cash-flows calculated using market data at the balance sheet date
{principally exchange rates and vield curves).

The debit ta the income statermnent arising from change in fair vatue in the year was £28m (FY2021; £5m).

¢ Provisions for liabilities and charges

At Cha-gec At

31 July 2021 agaimstproft Utilisatio~ 31 July 2022

Em £m £m €m

Disposals 2 - - 2

The closing disposal provision relates to warranties and other obligations in respect of a past disposal and is expected to be utilised within
the next five years.
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10 Post-retirement benefits

The Cuinpany is Lhe principal employer for the two major defined benetit plans in the UK, The Company is accounting for all the UK defined
benefit schemes (funded and unfunded) and virtually all of the post-retirement healthcare schemes.

The retirement benefit assets and liabilities comprise:
31July2022 31 July 201
m

£fm
Market value;f-scheme assets S T - 3,047 4,104
Present value of funded scheme Liabilities (2.738) (3,558)
Surplus restriction {200 -
Surplus - 309 546
Unfunded pension plans {43) {54)
Past-retirement healthcare i) (4)
Present value of unfunded obligations W (58)
Net pension asset 262 488
Retirement benefit assets. o 309 546
Retirement benefit liabilities (47) {58)
Net pensien asset 262 488

See the disclosures for UK schemes in note 8 to the consolidated accounts for the circumstances of the major schemes, risk management,
principal assumptions, assets and liabilities and the funding position of the two major schemes.

11 Share capital and reserves
Share capital

Issued
capitat Consideration
o Number of shares £m £m
Ordinary shares of 37.5p each - o
Total share capital at 31 July 2020 396,211,180 149
Issue of new equity shares - exercise of share options 165,934 - 2
Total share capital at 31 July 2021 7 7 396,37-7,11!; 149
Shares purchased under a buyback programme (24152 ,897) N3l
Issue of new equity shares - exercise of share options 137,942 - Z
Total share capital at 31 July 2022 ) 362,356,159 136 )

At 31 July 2022, all of the issued share capital was in free issue. All issued shares are fully paid. See note 9 to the consolidated accounts
for information about share schemes, including total shares under options and eptions exercisable at the balance sheet date. During the
year, the Company received £3m (FY2021: £2m) on the issue of shares in respect of the exercise of options awarded under various share
option schemes.

Smiths Industries Employee Benefit Trust

The retained earnings include the purchase of Smiths Group plc shares by the Smiths Industries Employee Benefit Trust, and the issue of
these shares upan the exercise of share options. The consideration paid was £16m (FY2021: £16rn) and £3m (FY2021: £2rm) was received,
£2m from the issue of new shares (FY2021: £2m} and €1m {FY2021: £nil) directly to the Employee Benefit Trust. At 31 July 2022 the Trust held
618,662 (FY2021: 326,364) ordinary shares.

Distributable profits

The Company's profit and loss reserve of £2,205m {(FY2027: £1,628m) includes £1,328m (FY2021: £638m) of distributable profits. See note 26
in the Group accounts for 3 discussion of capital management and the factors which the Board considers when proposing dividends.

Other reserves
Other reserves arose from the cancellation of the share premium arising from an equity-funded acquisition in the year ended 30 July 1988.

Differential between consolidated and parent Company net assets

The Group's consolidateq balance sheet shows net assets that are £185m lower (FY2021: £94m higher) than the net assets shown on the
Parent Company's balance sheet. This deficit principally arose in 2007 when the Group returned £2.1bn of capital to shareholders, creating
a net asset deficit of £1.9bn. Earnings retained within the Group have subsequently reduced this deficit. The current year reversal has arisen
from the dividend paid to the Company by Smiths Group International Holdings Ltd following the sale of the Medical business.

12 Contingent liabilities

The Company has provided guarantees and arranged letter of credit facilities to suppert the Group’s pension plans. The current amount
outstanding under letters of credit is £56m (FY2021: £54m). The Company has guaranteed the US$800m revolving cradit facility available to
a subsidiary.

13 Post Balance Sheet Event

Details of the proposed final dividend announced since the end of the reporting period are given in note 25 to the Group consolidated
financial staternents.
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SUBSIDIARY UNDERTAKINGS
A full iist of the Group's related undertakings as at 31 July 2022 15 provided below. The entities are grouped by the country in which they
are incorperated and details of their registered office address, classes of shares and ownership is disclosed. Related undertakings
include subsidiaries, associated undertakings, joint ventures and associates.
Name iSecu"ny o ‘El_lrect!ﬂ_ M
UNITED KINGDOM
11-12 St James’s Square, London, SW1Y 4LB
Air Log Limited Crdinary 100
E1S Group Plc Crdinary 100 100
Flex-Tek Group Limited Ordinary 100
Flightspares Limited Ordinary 100 100
Francis Shaw And Company (Manchester} Limited Ordinary 100
Francis Shaw PLC 37% 2nd Pref Ordinary; 5.25% Cum Pref; 100
Dif; Ordinary
Graseby Limited Ordinary 100 100
Roof Units (Group) Limited Ordinary 100 100
S.1. Pension Trustees Limited Ordinary 100 100
S| Properties Limited Ordinary 100 100
SITI T Limited Common 100
Smiths Aercspace Compenents Tyseley Limited Ordinary 160 100
Smiths Aerospace Gloucester Limited Ordinary; Ordinary A 100
Smiths Finance Limited Qrdinary; RDM 100
Smiths Group Finance EU Limited Ordinary 100
Smiths Group Finance US Limited Ordinary 100
Smiths Group Innovation Limited Ordinary 100
Smiths Group International Holdings Limited Ordinary 100 100
Smiths Industries Limited 7% Non Cumn Pref; Ordinary 100 100
Smiths Nominees Limited Ordinary 100 100
Seiths Wolverhampton Limited Ordinary 100
Sovos Limited Ordinary 100
Tl Corporate Services Limited Ordinary 100 100
T1 Group Limited Ordinary 100 100
Tigrup Ne. 7 Limited Qrdinary 100 100
Tigrup Nao. 14 Limited Ordinary 100
XDG Limited Grdinary 100 100
XDG Services Limited Ordinary 99
29 Dunsinane Avenue, Dundee, DD2 3QF
Flexible Ducting Limited Ordinary 100
Trak Microwave Limited Qrdinary 100
54 Hagley Road, Edgbaston, Birmingham, B1é 8PE
CVE Trustee Limited Ordinary 100 100
Smiths Pensions Limited Ordinary 9% 100
Tl Pensian Trustee Limited Limited By Guarantee 100
Abercanaid, Merthyr Tydfil, Mid Glamorgan, CF48 1UX
Amnitec Hose Limited Ordinary 100
Arnitec Limited Ordinary 100
Breoklyn House, 44 Brook Street, Shepshed, Loughborough, LE12 9RG
Gastite Bystems Limited Jrdinary 100
Buckingham House, 361-3466 Buckingham Avenue, Slough, Berkshire, L1 4LU
Flexibox International Limited Ordinary 100
John Crane Group Limited Ordinary 100
John Crane Investments Limited Ordinary 100
John Crane UK Limited Ordinary 100
Project Sugar Limited Ordinary 100
Smiths Business information Services Limited Ordinary 100
Century House, Maylands Avenue, Hemel Hempstead, Hertfordshire, HP2 7DE
Sriths Detection Group Limited Ordinary 100
Smiths Detection Investments Limited Ordinary 100
Srmiths Detection Limited Qrdinary 100 100
Smiths Detection-Watford Limited Ordinary 100
Smiths Heimann Limited Ordinary 100 100

No 1 Exchange, Market Street, Aberdeen, Scotland
John Crane Asset Management Solutions Lirnited Ordinary 100
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Name

Unit 130 Centennial Park, Elstree, Hertfordshire, WDé 3TJ
Hypertac Limited

Smiths Industries Industrial Group Lirmited

Smiths Interconnect Group Limited

ANGOLA

Rue Kwamme Nkrumah, Torres Impor-Africa, 3 Andar, Apt A, Luanda
John Crane (Angola) Prestacac De Services Ltd

ARGENTINA

Av. Leandro N. Alem 1110, 13 Floor, Baker Mackenzie Dffice, Buenos Aires
John Crane Argentina SA

TI Group Automotive Systems [Argentina) SA

AUSTRALIA

549 - 551, Somerville Road, Sunshine, Melbourne, VIC 3020
Flexibox Pty Lirnited

John Crane Australia Pty Limited

Botany Grove Estate Unit 5, 14A Baker Street, Botany, NSW 2019
Smiths Detection {Australia) Pty Ltd

AZERBAIJAN REPUBLIC 7

32, Dostlug Street, Salyan Highway PO Box AZ1023, Baku

John Crane Baku LLC

BELGIUM

Glasstraat 37, Antwerpen, 2170

John Crane Belgium NV

BRAZIL

Rua Tabapoa, 422, 10th floor, conj. 101, Itaim Bibi, 04533-001
Smiths Detection Brasil Comérico De Equipamentos Ltda

Industrial District of The City of Rio Claro, State of S30 Paulo,
AV, Brasil Number 4.700, CEP 13505-600

Srruths Brasil Ltda

CANADA

423, Green North Road, Stoney Creek, Ontario, L8E 3A1

John Crane Canada Inc

3700, Stock Exchange Tower, P.0. Box 242, 800 Place Victoria,
Montreal, PQ, H4Z 1E9

Smiths Detection Montreal Inc.

4610, Eastgate Parkway, Unit 3, Mississauga, Ontario, L4W 3W6
Flexible Technolegies {Canada} Ltd.

16771, Sainte Marie Rd, Kirkland, Quebec, H3H 5H3

Smiths Interconnect Canada Inc

CHILE

Americo Vespucio 2542, Complejo Empresarial El Certijo, Cenchali, Santiago
John Crane Chile SA

CHINA

No. 1, Lane 45, Huanlong Road, Pudong New District, Shanghai
Smiths {Shanghail Management Co., Ltd

No. 7, Factory Building, Maqiao Industrial Square, Changshu Economic
Development Zone, Changshu, Jiangsu 215536

Changshu Flex-Tek Thermal Fluid Systermns Manufacturer Co. Ltd

No.9, No. 1, Haitai Huake Road, Huayuan Industrial District (Outside The Ring),
Binhai Hi-Tech, Industrial Park, Tianjin

John Crane Technology (Tianjin) Co Limited

Na. 14 Unit, No. 78, XingLin Road, Suzhou Industrial Park, Suzhou 215026
Antares Advanced Test Technologies {Suzhou) Co. Ltd

No. 120, Sanjlang Avenue, Economic Development Zone, Mianyang,
Sichuan Province

Huafeng Smiths Intercannect (Sichuan) Co., Ltd

Room 923B, No 55, Xili Road, Shanghai, {China) Pilot Free Trade Zone
SMO Detection Equipment (Shanghai) Co., Ltd

Room 1668, No. 14F Floor 3 Datong Building, Huanghe Avenue,

Nankai District, Tianjin

John Crane China Co Limited

Secunity
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Direct (%} Total (%)

Ordinary
Ordinary
Ordinary

Grdinary

Common
Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordinary

Common

Ordinary

Common

Class A Shares; Class B Shares
Ordinary

Common Shares

Ordinary

Ordinary

Crdinary

Ordinary

Ordinary

Ordinary

Ordinary

Ordmnary

100
100
100

100

100
100

100
100

100

100

100

100

100

100

100
100

100

100

100

100

100

100

60

100

100
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Name Security Direct (%} Totai (%)
COLDMBIA B o

Calle 46A No 82-54 Int 14, Parque Empresarial San Cayetano, Bogota

John Crane Colombia SA Ordinary 100
COSTARICA

33rd 5t. Number 777 Barrio Francisco Peralta, Central Avenue & 8th, San Jose

Smiths Interconnect Seciedad Anonima Ordinary 160
CZECH REPUBLIC

Jana Sigmunda 78, Lutin, 78349

John Crane A.S. Ordinary 100
DOMINICAN REPUBLIC

Calle El Recodo, #2 Bella Vista, Santa Domingo

John Crane Dominicana SA Ordinary 100
EGYPT

139, Mogamaa EL Masanea Street, EL Amireya, Cairo

John Crane Egypt Llc Crdinary 100
John Crane Egypt Sealing Systems Llc Ordinary 99
Nile City Towers, North Tower, 22nd Floor, Ramlet Boulaq, Nile Cournich, Cairo

Detection Technologies Egypt Quotas 100
FINLAND

PO Box 10, Punasillantie 15, Muurame, 40950

John Crane Safemnatic Oy Crdinary 00
FRANCE

22, Avenue Maurice Chevalier, 77833 Ozoir-La-Ferriere, Paris

Titeflex Europe S.AS. Ordinary 100
31 Rue Isidore Maille, Saint-Aubin-Les-Elbeuf, 76410

Hypertac 5 A. Ordinary 100
36 Rue Charles Heller, Vitry Sur Seine, F-94400

Smiths Detection France S A5, Shares 100
114, Rue Jules Ferry, B.p.35, Deville-Les-Rouen, 76250

John Crare France 5. A5, Ordinary 100
T1S A(France) Ordinary 100
GERMANY

Am Zirkus 2, Berlin, 10117

John Crane Filtration Technologies GmbH Ordinary 100
Gewerbestrafie 15 a, Graben, 86836

Gastite Systems Deutschland GmbH Ordinary 100
Im Herzen 4, Wiesbaden, 65205

Srmiths Detection GmbH Shares 100
Smiths Detection Germany GrmbH Ordinary 100
Neckarweg 3, Vellmar, 34246

Herkules Holding GmbH Ordinary 100
Seebach GmbH Ordinary 100
Reepschlager Str.,, 10B, Lubeck, 23556

Flexschlauch Produktions GrmbH Shares 100
Tolzer Strasse, 15 82031, Grunwald

Zamor KG Ordinary 48
Ulrichsberger Strasse 17, Deggendorf, 94469

Hypertac GmbH Ordinary 100
Werner-Von-5Siemens - 5tr.4, Fulda, 36041

Jehn Crane GmbH Ordinary 100
GREECE

3 Stratigou Tobre Street, Municipality Of Agia Paraskevi, Athens, 153 42

John Crane Hellas - Engineered Sealing Systerns Monoprosopi Epe Crdinary 100
GUERNSEY

Level §, Mill Court, La Charroterie, St Peter Port, GY1 1EJ

Smiths Group Insurance Limited Ordinary 100



SMITHS GROUP PLC ANNUAL REPORT FY2022 0% OVERVIEW 02 STRATEGIC REPORT 03 GOVERNANCE B4 FINANCIAL STATEMENTS 183

SUBSIDIARY UNDERTAKINGS < > = Q

Name Security Direct (%) Total {%)

HONG KONG S o )

4008-4009, 40/F, One Pacific Place, 88 Queensway

Smiths Interconnect Group (HK] Limited Ordinary 100

Smiths interconnect Hong Keng Co Limited Ordinary 100

Smiths Detection Hong Keng Limited Ordinary 100

HUNGARY

2040 Budaors, Gyar U. 2

John Crane Hungary Kit Ordinary 100

INDIA

D-194 Okhla Industrial Area, Phase-1, New Dehli, 110020

Plenty India Lirmited Ordinary Shares 100

No 11, 1st Phase, Peenya, Industrial Area, Bangalere, 560058

John Crane Sealing Systemns India Private Limited Qrdinary 100

Smiths Interconnect India Private Limited Ordinary 100

No 38, Kiadb Industriai Area, Bangalor, 561203

5TS Titeflex India Pyt Ltd Ordinary 100

Shirwal, Maharashtra 412801

Seebach Filter Solutions India Pvt Ltd Ordinary 100

Vardhman Crown Mall, Unit Ne. 300 3rd Floor, Sector 19 Dwarka, New Delhi 110075

Smiths Detection Systems Private Limited Class A Equity Shares; 100
Class B Equity Shares

INDONESIA

Cilandak Commercial Estate Bldg 401A, Ji. Kko Cilandak, Jakarta, 12560

PT John Crane indonesia Ordinary 9%

IRELAND ' ' '

Riverside One, Sir John Rogerson’s Quay, Dublin, D02X576

John Crane Pension Trustee (Ireland) Ltd Ordinary 100

Deloitte Offices, é Lapps Quay, Cork

Smiths Detection Ireland Limited Ordinary; Ordinary B; Ordinary D; Series C 100

T53/54, Shannon Industrial Estate, Shannon, Co. Clare

John Crane lireland) Limited Ordinary 100

ITALY

Via Da Bissone 7A, Genova, 16153

Hypertac SpA Ordinary 100

Via Giotto 3, Muggio, 20835

John Crare italia SpA Grdinary 60

Smiths Detection ltalia srl Quota Value of Shares 160

Smiths Group Itakia Srl Ordinary 100

JAPAN

1-1-1 Uchisaiwaicho, Chiyoda-ku, Tokye

Smiths Detection Japan Gk Cash Contribution 100

2222, Kamitoyama Ritto City, Ritto-Shi, Shiga-Ken

John Crane Japan Inc Ordinary 70

KAZAKHSTAN

Atyrau Region, Gatyrau, Station K Arabathan, House Production Site 14, 060000

John Crane Kazakhstan Ordinary 100

KOREA, REPUBLIC OF
Migeundong, Westgate Tower 15F, 70 Chungjeong-Ro, Seodaemun-Gu, Seoul

John Crane Korea Co Ltd Ordinary 100
MALAYSIA '

207, Jalan Tun Razak, Suite 13.03, 13th Floor, Menara Tan & Tan, Kuala Lumpur, 50400

Flexible Ducting Malaysia Sdn Bhd (in Liquidation! Ordinary 100
Menara LGB, 1, Jalan Wan Kadir Taman Tun Dr Ismail, 60000 Kuala Lumpur, WPKL

John Crane Malaysia Sdn Bhd Ordinary 100

Smiths Detection Malaysia Sdn Bhd Ordinary 100
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MEXICO T

679, Poniente 152, Vallejo Delegacion Azcapotzalco, Mexico City, 2300

Industrias John Crane Mexico S.A. de CV. Series A; Series B 100
Av. Primero De Mayo Lote 3 Edificio 1B, Prologis Park, Reynosa, 88780

Tutco De Mexico SRL de CV Ordinary 100

Carretera Ciudad Victoria Matamoros, Km.173+600, Seionia San Fernando Centro,
Tamaulipas, San Fernando, CP 87400

John Crane Sociedad De Responsibilidad Limitada De Capital Variable Ordinary 100

Carretera Libre Antiguo Camino Tijuana 20221-B, Fideicomiso el Floride, Tijuana,
Baja Califarnia, 22234

Smiths Interconnect Mexico S. de Rlde Cv. Equity Quotas 100
Paseo De La Reforma 505, Col, Cuachtemoc, 6500, Ciudad De Mexico

Smiths Detection Mexico 5. de Rlde Cv. Partes Sociales 1nn
NETHERLANDS ' '

Abraham van Stolkweq 118, Rotterdam, 3041 JA

Amnitec BY Ordinary 100
Bergen 9 — 17, Barendrecht, Zuid, 2993LR

John Crane Holland BV Ordinary 100
Smiths Detection Berelux BY Ordinary 100

Buckingham House, 361-366 Buckingham Avenue, Slough, Berkshire,
SL14LU, England

Smiths Group Holdings Netherlands BV Ordinary 100
Hydrograaf 25, PO Box 442, 6900 Ak Zevenaar, Duiven, 6921 RS

Indufd BY Ordinary 160
NEW ZEALAND

Deloitte, Level 18, 80 Queen Street, Auckland 1010

Smiths Detection New Zealand Limited Ordinary 100
PERU

Av, Guillermo Dansey 2124, Urbanizacion Industrial Conde, Lima

John Crane Peru Sac Common Shares 100
POLAND '

1327, ul. Bieiska, Poland, 43-374 Buczkowi

John Crane Poland Sp Z 0.0. Ordinary 100
PUERTO RICO

654 Plaza, Suite #933, 654 Munoz Rivera Ave, San Juan, 00918

John Crane Caribe Ltd Common Shares 100

RUSSIAN FEDERATION
Room 501, Floer 5, bld.1, 5-104 Octyabrskaya Emb., 5t. Petersburg 193079

Smiths Detection Rus LLC Ordinary 100
B.savvinsky Per, D.11, Moscow, 119435

LLC John Crane Rus Ordinary 100
SAUDI ARABIA

Dammam Industrial City, Dammam, 3243

Jdohn Crane Saudi Arabia Ltd Ordinary 100
Building 7, Zone A, Airport read, Business Gate, P.0 Box Riyadh 11483, 93597

Smiths Detection Saud: Arabia Ltd Shares 100
SINGAPORE

6 Shenton Way, OUE Downtown #26-00, 068809

John Crane Singapare Pte Limited Ordinary 100
20, Pasir Panjang Road, #13-26 Mapletree Business City, 117439

Smiths Connectors Asia Pte. Ltd. Ordinary 100
Smiths Detection {Asia Pacific) Pte. Ltd Ordinary 100
SLOVAKIA

Dvorakovo nabrezie 10, Bratislava-mestska cast Stare Mesto, 81162
John Crane Slovakia SRO Ordinary 100
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SOUTH AFRICA

Filexibox (Pty) Limited
John Crane Pty Ltd
SPAIN

Cemento 1, Torrejon De Ardoz, Madrid

John Crane Iberica SA

SWEDEN

Knivsta, 74180

Habia Teknofluor AB
Teknofluor Holding AB

Faltspatsgatan 4, Se-421 30 Vastra Frolunda

John Crane Sverige AB
SWITZERLAND

Hohenrainstrasse 10, 4133 Pratteln
John Crane (Switzerland) AG
TAIWAN I

John Crane Taiwan Cp Ltd.
THAILAND

John Crane {Thailand) Limited

Samutprakarn Province, 10540
Smiths Detection {Thailand} Limited
TUNISIA

_S_r[‘it_h_S_Cgrlnectors Tunisia SARL
TURKEY
Reklamcilik Apt No:17-19/1

UNITED ARAB EMIRATES

Srmiths Detection Security Systems Llc

Srmiths Detection Middle East Fze
520113, Jebel Ali Free Zone, 61040
John Crane Middle East Fze

UNITED STATES OF AMERICA

51 Growth Road, Laconia, NH, 03246
Lakes Region Tubular Products inc.

Tutco, Lic

Kreisler Industrial Corp
Kreisler Manufacturing Corp

John Crane International Inc.

815 Forestwood Drive, Romeoville, IL 60446

United Flexible, Inc.
US Hose Corp

2801 Red Dog Lane, Knoxville, TN 37914

Fulton Bellows LLC

<> = Q

Security Direct !%} Total (%}
2, Jansen Road, Nuffield Industrial Sites, Springs Gauteng, 1559

Ordinary 1G0

Ordinary 100

Ordmary 100

Shares 100

Shares 100

Urdinary 100

Ordinary 108
324-4, Fong-Jen Road, Renwu District, Kachsiung City 814

Ordinary 100
9/311, 31st Floor, Um Tower, Ramkhamhaeng Road, Suanluang District, Bangkok

Ordinary; Pref 100
99/3 Moo 5, Kingkaew Road, Tambol Rajatheva, Amphoe Bangplee,

Pref: Ordinary 1q0_
Zone Industrietle Route De Khniss, Monastir, 5000

Ordinary 100
Istanbul $ariyer, Huzur Mahallesi, Ahmet Bayman Caddessi, Dis,
John Crane Endustriyel Sizdirmazlik Sisternleri Ltd Ordinary 100
Building B10, Industrial Mussaffah, M44, Sector 15, Abu Dhabi

Shares 49
Dubai Airport Free Zone, PO Box 48225, Building No. 8WA (West Side), 401, Dubai

Shares 100

Crdinary 100

Common Stock 100
116, Pine Street, 3rd Floor, Suite 320, Harrisburg, PA 17101

Ordinary 100
180 Van Riper Avenue, Elmwood Park, NJ 07407

Common Stock 100

Common Stock 100
208 S. Lasalle Street, Suite 814, Chicago, IL, 60604

Common Shares 100

Common Stock 100

Common Stock 100

Lirited Liability Company Interests 100
Corporation Service Company, 251 Little Falls Drive, Wilmington, DE, 19808

Common Stock 100

United Flexible Technologies, Inc.
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The Corporation Trust Company, 1209 Orange Street, Wilmington, DE, 19801

Asset And Intelligence Management Services. LLC Ordinary Stock 100

Flexible Technolegies, LLC Ordinary Shares 100

Flex-Tek Group (US} LLC Ordinary 100

John Crane Group, Llc Ordinary 100

John Crane Inc Caommon; Preferred 100

John Crane USA, Inc Ordinary 100

MDII Investments LLC Ordinary 100

Powercam-Houdaille, inc. Common Shares 100

Royal Metal Products, LLC Ordinary 100

Smiths Business Information Services, Inc. Cammaon Stock 100

Smiths Detection International, Llc Equity Interests 100

Smiths Detection US Holdings, LLC Limited Liability Company Interests 100

Smiths Detection US, Llc Ordinary 100

Smiths Group Services Corp. Common Stock 100

Smiths Interconnect Americas, Inc. Common Stock 100

Smiths Interconnect, Inc. Common Stock 100

Smiths US Innovation LLC Ordinary 100

CT Corporation System, 9 Capitol Street, Concord, NH 03301

Smiths Tubular Systerns-Laconia, Inc Ordinary Shares 100

CT Corporation System, 155 Federal Street, Suite 700, Boston, MA 02110

Titeflex Commercial, Inc. Ordinary 100

One Corporate Center, Hartford, CT 06103-3220

Titeflex Corporation Ordinary 100

The Corporation Trust Company of Nevada, 701 S Carson Street, Suite 200,

Carson City, NV, 89701

Smiths Detection Inc Common Stock 100

VENEZUELA

Carretera Via A Perija, Km 8 2, Avenida 50, Local N® 185-72,

Zona Industrial El Silencio, Maracaibo, 4001

John Crane Venezuela CA Class A; Class B; 100
Comman

ASSOCIATES

RUSSIAN FECERATION

28, Academica Vedeneeva Street, Perm, Permskiy Region, 614038

Llc John Crane Iskra Ordinary 50

Overseas branches

The Company does not operate through any branches. Some Group subsidiary companies have established branch operations outside

the UK.
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SHAREHOLDER INFORMATION
Financial calendar
2023
2022 {provisional)
Announcerment of FY2022 Results i 23 Septermnber
Dividend Ex-Dividend Date 20 October
Dividend Record Date 21 October
Last DRIP Election Date 28 October
Annual General Meeting 16 November
Dividend Payment Date 18 November
Announcement of FY2023 Interim Results 24 March
Interim Dividend Ex-Dividend Date b April
Interim Dividend Record Date 11 April
Last DRIP Election Date 25 April
Interim Uividend Payment Date 17 May
FY2023 Financial Year End 31 July
Announcement of FY2023 Results September

Registered Office

Smiths Group plc

4th Floor

11-12 St James's Square
London SWI1Y 4ALB, UK

+44{0)20 7004 1600

Incerporated in England & Wales
Company No. 137013

www.smiths.com

Registrars

your Smiths shares, please contact Equiniti at: www.shareview.co.uk.

Telephone:

T:+ 44 (0)371 384 2943 (in the UK)

Textel: 0870 384 2255

Lines open 8:30am to 5:30pm {UK time),

Monday to Friday {excluding public holidays in England and Wales)

Write to: Equiniti Limited. Aspect House

Spencer Road, Lancing, West Sussex, BN9% 6DA

Equiniti offer the Shareview portfolic service to investors; visit
www.sharewiew.Co uk to register for an account. Through Shareview
you can access information abaut your investments, including balance

movements and indicative share prices, as well as practical help about
transferring your shares or updating your oersonal details.

Annual General Meeting (AGM)

- Dividends

Since November 2019 Smiths no longer issues dividend cheques. In

I order to have your dividends paid directly to your bank or building society
i account please contact Equiniti for a copy of the Bank Mandate Form,

i or register your nominated bank or building society account by visiting

i www.shareview.co.uk.

By registering your account all future dividends will be paid securely
¢ bydirect credit on the dividend payment date.

i Alternatively, Smiths offers a Dividend Reinvestment Plan. For more
i information please visit our website or contact Equiniti.

Our share register is maintained by Eqguiniti. If you have any guestions about Ordmary shares
’ i The market value of an ordinary share of the Company on 31 March 1982

i for the purposes of capital gains tax was 136.875p (taking into account the

i sub-division of 50p shares into 25p shares on 14 January 1985 and the sub-

division and conselidation of 25p shares into 37.5p shares on 18 June 2007).

The 2022 Smiths Group ple AGM will be held at 11.00am on Wednesday 16 November 2022 at Freshfields Bruckhaus Deringer, 100 Bishopsgate,
London ECZP 25R. The Notice of AGM is a separate document which is sent out at least 20 working days before the AGM and made available on our
website. [fyou are in any doubt as to what action you should take in relation to the resolutions being proposed at the AGM, you are recommended to
consult your stockbroker, bank manager, solicitor, accountant or other independent professional adviser authorised under the Financial Services and
Markets Act 2000, The meeting will be webcast and may be viewed online by registering on our website www.smiths. com.

Shareholders who are unable to attend the AGM in person are encouraged to vote their shares by appointing a proxy and 1ssuing voting instructions,
Electronic and paper proxy appointments and veting instructions must be received by the Company’s Registrar not later than 48 hours before the
AGM is held in order to be valid. Shareholders who are not CREST members can appoint a proxy and vote ontine by visiting www.sharevote.co.uk.
CREST members, CREST personal members and other CREST-sponsored members should consult the CREST Manual or their sponsor or voting

service provider for instructions on electronic proxy appointment and voting.
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Forward-looking statements

This report contains certain forward-looking statements. They appear

in a number of places throughout this document and include statements
regarding the intentions, beliefs and/or current expectations of Smiths
Group pic the 'Company’} and its subsidiaries {together, the 'Group’) and
those of their respective officers, directors and employees concerning,
amongst other things, the results of operations, financiat condition,
liquidity, prospects, growth, strategies and the businesses operated

by the Group. Forward-looking statements can be identified by the use

of forward-(coking terminology, including terms such as "believes”,
“estimates”, "anticipates”, "expects”, "forecasts”, "intends”, "plans”.
“projects”, "goal” "target”, "aim”, "may”, "will", "would", "could” or
“should” or, in each case, their negative or other variations or comparable
terminology. By their nature, these statements involve uncertainty and are
subject to known and unknown risks, including, without limitation, those
discussed under the section titled "Principal risks and uncertainties’ in this
report, Future events and circumstances can cause performance, results
and developments to differ materially from those expressed, implied or
anticipated. The past business and financial performance of the Group is
not to be relied on as an indication of its future performance. The forward-
looking statermnents reflect knowledge and information available at the
date of preparation of this document and, unless otherwise required by
applicable law, the Company undertakes no obligation to update or revise
these forward-locking staterments. Undue reliance should not be placed
on such forward-looking staterents. Nothing in this document should

be construed as a profit forecast or be interpreted to mean that future
earnings per share of the Company will necessarily match or exceed its
historical published earnings per share. The Company and its Directors
accept no liability to third parties. This docurnent contains brands that are
trademarks and are registered and/or otherwise protected in accordance
with applicable tlaw. Some of the products described in these materials
are under developrment and are not available for sale, and we make no
definitive claims abeut the final features or benefits of these products.
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