
THIS DOCUMENT AND THE ACCOMPANYING FORM OF PROXY AND ELECTION FORM ARE IMPORTANT
AND REQUIRE YOUR IMMEDIATE ATTENTION. If you are in any doubt as to the action you should take, you are
recommended to consult your stockbroker, bank manager, solicitor, accountant or other professional adviser
authorised under the Financial Services and Markets Act 2000 immediately if you are resident in the UK or, if you
reside elsewhere, another appropriately authorised independent financial adviser.

If you have sold or otherwise transferred, or sell or otherwise transfer prior to 5.00 p.m. on 15 June 2007, your entire holding

of Existing Ordinary Shares, please send this document, together with the accompanying separate letter in relation to

Shareholder communication but not either of the personalised Form of Proxy or Election Form, as soon as possible to the

purchaser or transferee or to the stockbroker, bank or other agent through whom the sale or transfer was effected for

transmission to the purchaser or transferee. The distribution of this document in jurisdictions other than the UK may be

restricted by law and therefore persons into whose possession this document comes should inform themselves about and

observe such restrictions. Any failure to comply with these restrictions may constitute a violation of the securities laws of such

jurisdictions.

JPMorgan Cazenove Limited, which is authorised and regulated in the UK by the Financial Services Authority, is acting for

Smiths and no-one else in connection with the Return of Cash and will not be responsible to anyone other than Smiths for

providing the protections afforded to clients of JPMorgan Cazenove or for providing advice in relation to the Return of Cash.

Credit Suisse Securities (Europe) Limited, which is authorised and regulated in the UK by the Financial Services Authority, is

acting for Smiths and no-one else in connection with the Return of Cash and will not be responsible to anyone other than

Smiths for providing the protections afforded to clients of Credit Suisse or for providing advice in relation to the Return of

Cash.

Applications will be made to the UK Listing Authority and the London Stock Exchange, respectively, for the New Ordinary

Shares and the B Shares resulting from the proposed Capital Reorganisation to be admitted to the Daily Official List and to

trading on the market for listed securities of the London Stock Exchange in place of the Existing Ordinary Shares. It is expected

that dealings in the Existing Ordinary Shares will continue until 4.30 p.m. on 15 June 2007 and that Listing of the New

Ordinary Shares and the B Shares will become effective and dealings in them will commence on the London Stock Exchange

at 8.00 a.m. on 18 June 2007.

(Registered in England and Wales with company number 137013)

Proposed Return of Cash to Shareholders of 365 pence per Existing Ordinary Share,

by way of one B Share for each Existing Ordinary Share,

and a 2 for 3 Share Capital Consolidation and Notice of Extraordinary General Meeting

This document should be read as a whole. Your attention is drawn to the letter from the Chairman of Smiths which is set out

on pages 3 to 6 of this document and which recommends that you vote in favour of the resolutions to be proposed at the

Extraordinary General Meeting referred to below.

You should note that the Return of Cash is conditional upon, among other things, the approval by the Shareholders of resolution

1, which is to be proposed at the Extraordinary General Meeting.

A notice of the Extraordinary General Meeting of Smiths, to be held at JPMorgan Cazenove Limited, 20 Moorgate, London

EC2R 6DA, at 10.00 a.m. on 11 June 2007 is set out at the end of this document.

A Form of Proxy for use in connection with the resolutions to be proposed at the Extraordinary General Meeting is enclosed

with this document. Whether or not you intend to be at the Extraordinary General Meeting in person, you are requested to

complete the Form of Proxy in accordance with the instructions printed on it, and return it as soon as possible, but in any event

so as to be received by Lloyds TSB Registrars not later than 10.00 a.m. on 9 June 2007. If you do not use the reply-paid

envelope provided, the Form of Proxy should be sent by post, or (during normal business hours only) by hand, to Lloyds TSB

Registrars, The Causeway, Worthing, West Sussex BN99 6DA.

Alternatively, you may wish to appoint a proxy and register your proxy vote electronically by visiting the web site

www.sharevote.co.uk and completing and submitting the relevant forms by no later than 10.00 a.m. on 9 June 2007.

If you hold shares in CREST, you may appoint a proxy by completing and transmitting a CREST Proxy Instruction to Lloyds

TSB Registrars (CREST participant ID 7RA01), so that it is received no later than 10.00 a.m. on 9 June 2007.

The return of a completed Form of Proxy will not prevent you from attending the Extraordinary General Meeting and voting

in person if you so wish and are so entitled.

For a discussion of certain risk factors that should be considered in relation to Smiths Group and the B Shares, see “Risk

Factors” in Part 7 of this document.

The attention of non-UK Shareholders is drawn to paragraph 7 of Part 4 of this document. Shareholders in the United States,

Canada, Australia and New Zealand will automatically receive the Single B Share Dividend and the other alternatives are not

being offered to Shareholders in those jurisdictions.
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Part 1 

Letter from the Chairman of Smiths Group plc

16 May 2007

Dear Shareholder,

Proposed Return of Cash to Shareholders of 365 pence per Existing Ordinary Share

1 Introduction

On 15 January 2007, your Board announced that it had signed an agreement for the sale of Smiths Aerospace

to GE Aviation UK for a total cash consideration of US$4.8 billion and that, following completion of the

sale, the Board proposed to return £2.1 billion to Shareholders. On 4 May 2007, your Board announced that

it had completed the sale of Smiths Aerospace to GE Aviation UK. Smiths received in total approximately

US$5.1 billion on completion, the excess over US$4.8 billion representing the net indebtedness owing by

Smiths Aerospace at completion and the net effect of certain adjustments to the consideration under the terms

of the sale agreement. I am now writing to you to provide further details of the proposed Return of Cash and

the related Share Capital Consolidation.

The Return of Cash is being made using a B share scheme, giving Shareholders a choice as to how they

receive their proceeds from the Return of Cash and the timing of such return.

This document describes these choices and how to make them. Your approval is being sought for the

proposed Return of Cash (as well as certain other matters described further below) at an Extraordinary

General Meeting to be held at 10.00 a.m. on 11 June 2007. The Notice of the EGM is set out in Part 11 of

this document.

JPMorgan Cazenove and Credit Suisse are acting as joint financial advisers and corporate brokers to Smiths

in connection with the proposed Return of Cash to Shareholders.

Shareholders should read the whole of this document and not just rely on the summarised information set

out in this letter.

2 Summary of the Proposals

The Board will be putting a resolution to effect the Proposals before the Shareholders at the EGM, to be held

on 11 June 2007. The resolution provides for the creation and issue to Shareholders of the B Shares, fully paid;

the subdivision and consolidation of the Company’s Existing Ordinary Shares into New Ordinary Shares; the

authorisation for the repurchase of B Shares by the Company from JPMorgan Cazenove; and amendment of

the Articles of Association. Resolutions authorising the Company to make market purchases of New Ordinary

Shares and enabling the Company to use website communications to send or supply documents or information

to Shareholders (as further described in paragraph 6 below), are also set out in the Notice of EGM. Further

explanations of all the resolutions to be put before Shareholders at the EGM are set out in paragraph 13 of

Part 4 of this document.

LR 13.3.1(2)

LR 13.3.1(1)

LR 13.8.5(1)(a)

(Registered in England No. 137013)

Registered Office:
765 Finchley Road

London

NW11 8DS
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The purpose of the Proposals is to:

(a) return approximately £2.1 billion to Shareholders;

(b) give Shareholders a choice of receiving this money by way of income or capital; and

(c) reduce the number of Ordinary Shares in issue so that, subject to normal market movements, the share

price of one New Ordinary Share immediately after Listing should be approximately equal to the

share price of one Existing Ordinary Share immediately prior to the cessation of dealings in Existing

Ordinary Shares.

Your Board believes that these Proposals are the most suitable method of returning cash to Shareholders,

giving them the choice of receiving 365 pence per Existing Ordinary Share as either income or capital or a

combination of both. Based upon the number of shares currently in issue, the return of 365 pence per

Existing Ordinary Share will amount to £2,103,872,038 in aggregate.

3 The Return of Cash

Under the Return of Cash, Shareholders will receive:

1 B Share for every 1 Existing Ordinary Share held on the Record Date; and

2 New Ordinary Shares for every 3 Existing Ordinary Shares held on the Record Date

The main features of the B Shares, and the choices available to Shareholders, are summarised in paragraph

4 below.

Based on the closing middle market price of 1094 pence per Existing Ordinary Share on 14 May 2007 (the

latest practicable date prior to the posting of this document), the proposed Return of Cash to Shareholders

represents approximately 33.4 per cent. of Smiths’ market capitalisation at that date.

Under the Share Capital Consolidation, the Existing Ordinary Shares will be replaced by the New Ordinary

Shares so as to reduce the number of shares in issue by approximately the same percentage as the Return of

Cash bears to the market capitalisation of the Company as at 14 May 2007. This will make the market price

and other Company data, such as earnings and dividends per share, comparable before and after the Return

of Cash.

New Ordinary Shares will be traded on the London Stock Exchange in the same way as Existing Ordinary

Shares and will be equivalent in all material respects to the Existing Ordinary Shares, including their

dividend, voting and other rights. New Ordinary Share certificates will be issued following the Capital

Reorganisation.

Further details of the Share Capital Consolidation are set out in Part 4 of this document.

4 The B Share Alternatives

You will have the following alternatives in relation to your B Shares, although Shareholders resident in any

of the Restricted Territories will automatically receive Alternative 1 (Single B Share Dividend).

Shareholders should read Part 8 of this document (United Kingdom taxation in relation to the Return of

Cash), since the three alternatives will have different UK tax consequences.

Shareholders who are in any doubt as to their tax position, or who are subject to tax in a jurisdiction
other than the United Kingdom, should consult an appropriate professional adviser.

Alternative 1: Single B Share Dividend

If you choose this alternative in respect of some or all of your B Shares, you will receive a single dividend

of 365 pence per B Share in respect of those B Shares, following which those B Shares will be converted

into Deferred Shares. The Deferred Shares will not be listed, will carry extremely limited rights and will have

LR 13.3.1(9)(b), (c)

and (h)

LR 13.3.1(7)
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negligible value. Deferred Shares may be purchased by the Company for an aggregate consideration of one

penny and it is currently expected that they will be purchased by the Company on or around 28 June 2007.

The Directors have been advised that the Single B Share Dividend of 365 pence per B Share will generally

be treated as income for UK tax purposes.

Alternative 2: Initial Purchase Offer

If you choose this alternative in respect of some or all of your B Shares, JPMorgan Cazenove will, acting as

principal, offer to buy those B Shares on 25 June 2007 (or such later date as the Directors may decide) for

365 pence per B Share, free of all dealing expenses and commissions.

The Directors have been advised that the payment by JPMorgan Cazenove of 365 pence for each B Share

pursuant to the Initial Purchase Offer will generally be treated as capital for UK tax purposes.

The detailed terms of the Initial Purchase Offer, and the conditions to it being made, are described in

paragraphs 4 and 5 of Part 4 and paragraph 10 of Part 9.

Alternative 3: Retention of B Shares

If you choose this alternative in respect of some or all of your B Shares, you will retain those B Shares and

be entitled to receive the B Share Continuing Dividend at the rate of 75 per cent. of 12 month LIBOR per

annum. The B Share Continuing Dividend will be payable in arrear on 16 April in each year (or such later

date as the Directors may determine). The tax treatment of the B Share Continuing Dividend will be the same

as that of any other dividend paid by the Company.

It is currently expected that JPMorgan Cazenove will make a Final Purchase Offer to acquire any retained B

Shares, acting as principal, at 365 pence per B Share, free of all dealing expenses and commissions, on or

around 17 April 2008, although there is no guarantee that such an offer will be made. After 30 April 2008,

the Company will have the power to purchase any outstanding B Shares, or convert them into New Ordinary

Shares, although there is no guarantee that the Company will use either of these powers.

Although the B Shares will be listed, it is highly unlikely that an active market for them will develop or, if

developed, be sustained.

The Directors have been advised that any payment by JPMorgan Cazenove for each B Share purchased

pursuant to a Final Purchase Offer will generally be treated as capital for UK tax purposes.

If you do not properly complete and return your Election Form, or if you are a CREST holder and you
do not send a valid TTE instruction, you will be deemed to have elected for Alternative 1: Single B
Share Dividend.

Alternative 2 (Initial Purchase Offer) and Alternative 3 (Retention of B Shares) are not being offered to

shareholders in any of the Restricted Territories. The attention of non-United Kingdom Shareholders

generally is drawn to paragraph 7 of Part 4 of this document.

Details of how to complete and return your Election Form are set out in Part 3 of this document.

Further information on each of the B Share Alternatives is set out in Part 4 of this document.

5 Proposed amendments to the Articles of Association

A number of consequential amendments to the Articles of Association are required in order to implement the

Return of Cash. Amendments setting out the rights and restrictions attaching to the B Shares and the

Deferred Shares are set out in Parts 5 and 6 of this document.
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6 Other matters for which Shareholder approval is being sought

The resolutions to be put before the Shareholders at the EGM will also include a resolution authorising the

Company to make market purchases of New Ordinary Shares, in substitution for the current authority which

relates to the Existing Ordinary Shares.

A resolution will also be proposed at the EGM to enable the Company to take advantage of the new

provisions of the Companies Act 2006, and the Disclosure and Transparency Rules, which allow website

communications to shareholders. The main advantages of website communications are the faster access to

important information about the Company it affords to Shareholders and the environmental and cost saving

benefits of reducing the number of printed documents required to be distributed to Shareholders. A separate

letter is enclosed with this document which sets out the options you will have as to how you receive formal

shareholder information from the Company in the future, subject to the passing of this resolution, and a

separate election form in relation to Shareholder communication is attached to the Form of Proxy. Please

read both documents carefully.

7 Key dates

A detailed timetable is set out in Part 2 of this document. However, there are three key dates in respect of the

Return of Cash:

EGM 11 June 2007

Latest time for receipt of Election Forms or TTE instructions in relation to 

the B Share Alternatives 3.00 p.m. on 21 June 2007 

Despatch of share certificates, sale advices and cheques, and CREST accounts 

credited in respect of the Single B Share Dividend and/or the B Shares 

purchased under the Initial Purchase Offer 28 June 2007 

8 Shareholder helpline

If you have any queries in relation to the Election Form or Form of Proxy, including the separate election

form in relation to Shareholder communication, you may call the Shareholder helpline on 0870 240 7974 (or

+44 1903 276338 if calling from outside the UK) between 8.30 a.m. and 5.30 p.m. on any Business Day.

Please note that the Shareholder helpline will not provide advice on the merits of the Return of Cash
or give any financial or tax advice.

9 Recommendation

Your Board is of the opinion that the Return of Cash and the resolutions to be proposed at the EGM
are in the best interests of Shareholders as a whole. Accordingly, the Board unanimously recommends
that you vote in favour of such resolutions, as the Directors intend to do in respect of their own
beneficial holdings amounting in aggregate to 907,269 Existing Ordinary Shares, representing
approximately 0.16 per cent. of the current issued share capital of Smiths.

Yours faithfully,

Donald Brydon
Chairman

LR 13.3.1(5)
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Part 2 

Expected timetable of principal events

2007

Latest time and date for receipt of Form of Proxy for Extraordinary General Meeting 10.00 a.m. on 9 June

Extraordinary General Meeting 10.00 a.m. on 11 June

Latest time and date for dealings in Existing Ordinary Shares 4.30 p.m. on 15 June

Record Date for the Capital Reorganisation. Existing Ordinary 

Share register closed and Existing Ordinary Shares disabled in CREST 5.00 p.m. on 15 June

New Ordinary Shares and B Shares admitted to the Daily Official List 

and admitted to trading on the London Stock Exchange’s main 

market for listed securities 8.00 a.m. on 18 June

Dealings in the New Ordinary Shares and B Shares commence and 

enablement in CREST. New Ordinary Shares and B Shares entered into CREST 8.00 a.m. on 18 June

Latest time for receipt of Election Forms and TTE instructions from 

CREST holders in relation to the B Share Alternatives 3.00 p.m. on 21 June

B Share Record Date 4.30 p.m. on 21 June

Single B Share Dividend declared and B Shares in respect of which 

the Single B Share Dividend is payable convert into Deferred Shares 25 June

JPMorgan Cazenove makes the Initial Purchase Offer by means of an 

announcement on the Regulatory News Service of the London Stock Exchange 25 June

Despatch of certificates for New Ordinary Shares and any retained B Shares, 

sale advices, cheques in respect of the Single B Share Dividend and/or 

B Shares purchased under the Initial Purchase Offer, as appropriate, 

and cheques for fractional entitlements, and CREST accounts credited 28 June

Notes:

References to time in this document are to London time.

If any of the above times or dates should change, the revised times and/or dates will be notified to Shareholders by an announcement

on the Regulatory News Service of the London Stock Exchange.

All events in the above timetable following the EGM are conditional on the approval by Shareholders of the first resolution proposed.

All events in the above timetable following Listing are conditional upon Listing.

[LR 13.8.5(2)]
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Part 3 

Completing your Election Form

Your Election Form is enclosed with this document. Shareholders electing through CREST should not

complete an Election Form but instead should refer to paragraph 9 of Part 9 of this document.

Shareholders wishing to receive the Single B Share Dividend on all of their B Shares should NOT
complete or return the Election Form. The Single B Share Dividend will be paid automatically on all
B Shares in respect of which the Shareholder has not elected for the other alternatives. Shareholders
resident in any of the Restricted Territories will automatically receive the Single B Share Dividend.

The following instructions set out what you should do when completing your Election Form. Any decisions

you reach should be based on the information contained in this document.

References to Boxes refer to the boxes indicated on the Election Form.

SHAREHOLDERS AND SHAREHOLDINGS

Name(s) of Shareholder(s)

Box 1A of the Election Form shows the name of the Shareholder, or names of joint Shareholders, by whom

an election in respect of B Shares may be made. When the Election Form is completed the Shareholder, or

all joint Shareholders, need to sign the Election Form (in Box 4). The signatures of all Shareholders who are

individuals need to be witnessed (the witness must be over 18 years of age and cannot be the Shareholder or

one of the joint Shareholders, although one person could separately witness the signature of each of the joint

Shareholders).

Number of shares held

Box 1B shows the number of Existing Ordinary Shares held as at 14 May 2007. If you do not buy, sell or

transfer any Existing Ordinary Shares between 14 May 2007 and 15 June 2007 or buy, sell or transfer any B

Shares between 18 June 2007 and 21 June 2007, then this number will also be the number of B Shares that

you will hold at the B Share Record Date and in respect of which you may make an election. If you do buy,

sell or transfer any Existing Ordinary Shares or B Shares you should take care to ensure that your election

is in respect of the number of B Shares that will be registered in your name(s) on the B Share Record Date.

TO CHOOSE ONE ALTERNATIVE FOR ALL OF YOUR B SHARES:

To choose Alternative 1 (Single B Share Dividend) for all of your B Shares you need take no further action.

You should not complete and return the Election Form. Shareholders who do not return the Election Form

will automatically receive the Single B Share Dividend on all of their B Shares. Shareholders resident in any

of the Restricted Territories should not complete or return the Election Form, as they will automatically

receive the Single B Share Dividend in any event.

To choose Alternative 2 (Initial Purchase Offer) for all of your B Shares you should write ALL in Box 2.

To choose Alternative 3 (Retention of B Shares) for all of your B Shares you should write ALL in Box 3.

TO SPLIT YOUR B SHARES BETWEEN MORE THAN ONE ALTERNATIVE:

To split your B Shares between Alternatives 1 and 2:

Enter, in numbers, the number of B Shares you wish to be subject to the Initial Purchase Offer in Box 2 and

leave Box 3 blank. The balance of your holding will receive Alternative 1 (Single B Share Dividend).

8



To split your B Shares between Alternatives 1 and 3:

Enter, in numbers, the number of B Shares you wish to retain in Box 3 and leave Box 2 blank. The balance

of your holding will receive Alternative 1 (Single B Share Dividend).

To split your B Shares between Alternatives 2 and 3:

Enter, in numbers, the number of B Shares you wish to be subject to the Initial Purchase Offer in Box 2 and

write the word BALANCE in Box 3.

To split your B Shares between Alternatives 1, 2 and 3:

Enter, in numbers, the number of B Shares you wish to be subject to the Initial Purchase Offer in Box 2 and

the number of B Shares you wish to retain in Box 3. The balance of your holding will receive Alternative 1

(Single B Share Dividend).

The following instructions set out default positions where Election Forms are incorrectly completed:

If you enter a number in Box 2 that is greater than your shareholding on the B Share Record Date, your

election in respect of Alternative 2 (Initial Purchase Offer) will be reduced to your actual holding.

If you leave Box 2 blank and enter a number in Box 3 that is greater than your shareholding on the B Share

Record Date, your election in respect of Alternative 3 (Retention of B Shares) will be reduced to your actual

holding.

If you have chosen to split your election between Alternatives 2 and 3 and the total of B Shares entered in

Boxes 2 and 3 is greater than your shareholding on the B Share Record Date, your election in respect of

Alternative 2 (Initial Purchase Offer) will be fulfilled first and, if this does not exceed your actual holding,

your election in respect of Alternative 3 (Retention of B Shares) will be reduced to the balance of your actual

holding.

If you choose Alternative 2 (Initial Purchase Offer) for your entire holding by entering ALL in Box 2,

anything entered in Box 3 will be disregarded.

If you choose Alternative 3 (Retention of B Shares) for your entire holding by entering ALL in Box 3,

anything entered in Box 2 will be disregarded (unless you have also entered ALL in Box 2, in which case

the word ALL entered in Box 3 will be disregarded).

If you do not validly complete and return the Election Form, you will be deemed to have elected to
receive the Single B Share Dividend on all the B Shares registered in your name on the B Share Record
Date. Shareholders resident in any of the Restricted Territories will automatically receive the Single B
Share Dividend.

The Directors jointly with JPMorgan Cazenove may, if they so determine in their absolute discretion, accept

an Election Form which is received after the relevant time or which is not correctly completed.

Final instructions on completing your Election Form:

Once completed, signed and witnessed the Election Form should be returned in the reply-paid envelope

provided. No stamps will be needed if posted in the UK. To be valid, Election Forms must be returned by

3.00 p.m. on 21 June 2007. If you do not use the envelope provided, the Election Form should be sent to

Lloyds TSB Registrars, Princess House, 1 Suffolk Lane, London EC4R 0AX (postage will be payable).

If you need assistance in completing the Election Form or have any queries relating to it, you should
telephone the Shareholder helpline on 0870 240 7974 (or +44 1903 276338 if calling from outside the
UK) between 8.30 a.m. and 5.30 p.m. on any Business Day. Please note that the Shareholder helpline
will not provide advice on the merits of the Return of Cash or give any financial or tax advice.
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Part 4 

Details of the Return of Cash

1 Return of Cash

The Return of Cash consists of the Capital Reorganisation (see paragraph 2 below) and the B Share

Alternatives (see paragraphs 3, 4 and 5 below).

Conditions to the implementation of the Return of Cash

The Return of Cash is conditional on:

(i) the approval by Shareholders of resolution 1 to be proposed at the EGM; and

(ii) Listing.

If these conditions are not satisfied by 8.00 a.m. on 18 June 2007 or such later time and/or date as the

Directors may determine, no New Ordinary Shares or B Shares will be created and the Return of Cash will

not take effect. The making of the Initial Purchase Offer is also subject to certain conditions, as described in

paragraph 10 of Part 9.

2 Capital Reorganisation

Allotment of B Shares and admission to the Daily Official List

It is proposed to capitalise a sum not exceeding £6 million standing to the credit of the Company’s share

premium account which will be applied in paying up in full up to 600 million B Shares, to be allotted to

Shareholders on the basis of one B Share for each Existing Ordinary Share held at the Record Date.

The B Shares will carry the right to the Single B Share Dividend and a preferential right to participate in the

capital of the Company on winding-up and have limited voting rights, as more fully set out in Part 5 of this

document.

Holders of Existing Ordinary Shares whose holdings are registered in CREST will automatically have any

B Shares credited to their CREST account.

Application will be made for the B Shares to be admitted to the Daily Official List and to trading on the

London Stock Exchange’s main market for listed securities, with admission expected to take place and

dealings expected to commence on 18 June 2007. The Company will apply for the B Shares to be admitted

to CREST with effect from Listing so that general market transactions in the B Shares may be settled within

the CREST system.

Share Capital Consolidation

The Existing Ordinary Shares will be subdivided and consolidated so that Shareholders will receive two New

Ordinary Shares for every three Existing Ordinary Shares they own at 5.00 p.m. on 15 June 2007. The

intention is that, subject to normal market movements, the share price of one New Ordinary Share

immediately after Listing should be approximately equal to the share price of one Existing Ordinary Share

immediately beforehand. The ratio used for the Share Capital Consolidation has been set by reference to the

closing middle market price of 1094 pence per Existing Ordinary Share on 14 May 2007 (the latest

practicable date prior to the posting of this document). The effect of this will be to reduce the number of

issued ordinary shares to reflect the return of 365 pence per B Share to Shareholders, but Shareholders will

own the same proportion of Smiths as they did previously, subject to fractional entitlements.

To effect the Share Capital Consolidation, it may be necessary to issue a small number of Existing Ordinary

Shares so that a whole number of issued New Ordinary Shares is created.

The Share Capital Consolidation will take place immediately after the allotment of the B Shares. LR 13.3.1(9) (b),

(c), (d) and (h)

LR 13.3.1(9) (a),

(e), (g) and (h)

LR 13.3.1(9)(b)

LR 13.8.5(1) (b),

(c) and (d)

LR 13.3.1(3)
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New Ordinary Shares will be traded on the London Stock Exchange in the same way as Existing Ordinary

Shares and will be equivalent in all material respects to the Existing Ordinary Shares, including their

dividend, voting and other rights. New Ordinary Share certificates will be issued following the Capital

Reorganisation.

Holders of Existing Ordinary Shares whose holdings are registered in CREST will automatically have any

New Ordinary Shares credited to their CREST account.

Application will be made for the New Ordinary Shares to be admitted to the Daily Official List and to trading

on the London Stock Exchange’s main market for listed securities, with admission expected to take place

and dealings expected to commence on 18 June 2007. The Company will apply for the New Ordinary Shares

to be admitted to CREST with effect from Listing so that general market transactions in the New Ordinary

Shares may be settled within the CREST system.

Fractional entitlements to New Ordinary Shares

Unless a holding of Existing Ordinary Shares is exactly divisible by three, a Shareholder will have a

fractional entitlement to a New Ordinary Share following the Share Capital Consolidation. So, for example,

a Shareholder having 100 Existing Ordinary Shares would, after the Share Capital Consolidation, be entitled

to 66 New Ordinary Shares and a fractional entitlement to two-thirds of a New Ordinary Share.

These fractional entitlements of all Shareholders will be aggregated and sold in the market on their behalf.

The proceeds of sale will be distributed pro rata to the relevant Shareholders. Cheques in respect of the

proceeds of sale are expected to be despatched to relevant Shareholders or CREST accounts credited with

the proceeds, as appropriate, together with certificates for New Ordinary Shares and B Shares, where

applicable, on 28 June 2007.

Should the cash consideration for your fractional entitlement be less than £1, you will not receive a cheque

in respect of that entitlement; rather, the proceeds will be retained by the Company and donated to a charity

of the Company’s choice.

3 Single B Share Dividend

Shareholders may elect to receive a Single B Share Dividend of 365 pence per B Share in respect of all or

some of their B Shares. Shareholders that are resident in any of the Restricted Territories will automatically

receive the Single B Share Dividend in respect of all their B Shares.

To receive the Single B Share Dividend in respect of all of your B Shares you need take no further action

and do not need to return your Election Form. To elect for the Single B Share Dividend in respect of some

of your B Shares you should follow the instructions in Part 3 of this document.

Following payment of the Single B Share Dividend, those B Shares on which the Single B Share Dividend

has been paid will be converted into Deferred Shares, with the Shareholder receiving one Deferred Share for

each such B Share. The Deferred Shares will not be listed and will carry extremely limited rights as more

fully described in Part 6 of this document and will have negligible value.

The Company may purchase all Deferred Shares then in issue at any time for an aggregate consideration of

one penny. If the Company purchases the Deferred Shares, this will be treated as a disposal of the Deferred

Shares by Shareholders. It is currently expected that all Deferred Shares will be purchased by the Company

on or around 28 June 2007.

Shareholders should carefully read Part 8 ‘United Kingdom taxation in relation to the Return of Cash’ of this

document, including, in particular, paragraph 2, before deciding whether to elect for the Single B Share

Dividend.

It is expected that Shareholders receiving the Single B Share Dividend will be sent cheques or their CREST

accounts credited in respect of such Single B Share Dividend on 28 June 2007 (or such later date as the

Directors may determine). No share certificates will be issued in respect of the B Shares on which the Single

B Share Dividend is paid nor in respect of the Deferred Shares.

LR 13.3.1(9)(f)

LR 13.3.1(9) (a),

(e), (g) and (h)

LR 13.3.1(1)(e)
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4 Purchase Offers

Shareholders (other than those resident in any of the Restricted Territories) may elect to have all or some of

their B Shares purchased under the Initial Purchase Offer and/or to retain all or some of their B Shares. A

Final Purchase Offer is expected to be made in respect of retained B Shares on or around 17 April 2008

although there is no guarantee that such an offer will be made.

Following completion of any Purchase Offer, JPMorgan Cazenove will have the right to require the

Company to purchase from JPMorgan Cazenove, at 365 pence per B Share, those B Shares purchased from

Shareholders pursuant to any Purchase Offer. Any B Shares purchased by the Company from JPMorgan

Cazenove will be cancelled and will not be held as treasury shares.

Initial Purchase Offer

Under the Initial Purchase Offer, Shareholders (other than those resident in any Restricted Territories) may

elect to have all or some of their B Shares purchased by JPMorgan Cazenove, acting as principal, on 25

June 2007, at 365 pence per B Share, free of all dealing expenses and commissions. The Initial Purchase

Offer is conditional upon the satisfaction or (where applicable) waiver by JPMorgan Cazenove of certain

conditions, including those set out in paragraph 1 of this Part 4 and paragraph 10 of Part 9. The Initial

Purchase Offer may be withdrawn or terminated if any of these conditions is not satisfied by 6.00 p.m. on

22 June 2007. The Initial Purchase Offer may also be extended at any time or from time to time (without

any obligation to do so, other than as may be required under applicable law). Any proposed extension,

withdrawal or termination of the Initial Purchase Offer will be publicly announced no later than 9.00 a.m.

on the Business Day following the occurrence of the event giving rise to the withdrawal, termination or

extension. Shareholders should also read paragraph 10 of Part 9 which sets out further details of the Initial

Purchase Offer.

To elect for the Initial Purchase Offer in respect of all or some of your B Shares you should complete Box

2, in accordance with the instructions in Part 3 of this document, and sign Box 4 on your Election Form

unless your holding of B Shares is registered in CREST, in which case please see paragraph 9 of Part 9 of

this document.

Shareholders should carefully read Part 8 ‘United Kingdom taxation in relation to the Return of Cash’ of this

document, including, in particular, paragraphs 3 and 5, before deciding whether to elect for the Initial

Purchase Offer.

It is expected that Shareholders whose B Shares are purchased under the Initial Purchase Offer will be sent

cheques and sale advices in respect of such purchase on 28 June 2007 (or such later date as the Directors

may determine). No share certificates will be issued in respect of B Shares that are purchased under the

Initial Purchase Offer.

Retention of B Shares

Shareholders (other than those resident in any of the Restricted Territories) may elect to retain all or some

of their B Shares and will be entitled to receive a non-cumulative preferential dividend (on a notional value

of 365 pence per B Share), at a rate of 75 per cent. of 12 month LIBOR per annum, in respect of those B

Shares they elect to retain. This B Share Continuing Dividend will be payable in arrear on 16 April in each

year (or such later date as the Directors may determine).

It is currently expected that JPMorgan Cazenove will make a Final Purchase Offer to acquire those B Shares,

acting as principal, at 365 pence per B Share, free of all dealing expenses and commissions, on or around 17

April 2008, although there is no guarantee that such an offer will be made.

To elect to retain all or some of your B Shares you should complete Box 3, in accordance with the

instructions in Part 3 of this document, and sign Box 4 on your Election Form, unless your holding of B

Shares is registered in CREST, in which case please see paragraph 9 of Part 9 of this document.
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Shareholders should carefully read Part 8 ‘United Kingdom taxation in relation to the Return of Cash’ of this

document, including, in particular, paragraphs 4 and 5, before deciding whether to retain any of their B

Shares.

In the event that any B Shares remain in issue after 30 April 2008, the Company will have the power to

purchase those outstanding B Shares for 365 pence per B Share or to convert them into New Ordinary

Shares, although there is no guarantee that the Company will use either of these powers.

Although the B Shares will be listed, it is highly unlikely that an active market for them will develop or, if

developed, be sustained.

5 Terms of the Initial Purchase Offer
The following terms will apply to the Initial Purchase Offer:

(i) no contract with JPMorgan Cazenove will arise in relation to the sale and purchase of any B Shares,

or under which JPMorgan Cazenove may (subject to conditions or otherwise) become entitled or

obliged to purchase any B Shares, under the Initial Purchase Offer until JPMorgan Cazenove makes

the Initial Purchase Offer, which is expected to be by way of an announcement through the Regulatory

News Service of the London Stock Exchange on 25 June 2007, at which point such offer shall be

deemed to be accepted by Shareholders in respect of the B Shares elected to the Initial Purchase Offer;

(ii) execution by or on behalf of a Shareholder of an Election Form will irrevocably appoint JPMorgan

Cazenove or any director of JPMorgan Cazenove for the time being as attorney for the Shareholder

with authority on that Shareholder’s behalf and in his or their name, to exercise all rights, powers and

privileges attached to the B Shares or otherwise capable of being exercised by that Shareholder in

order to give effect to his election and to do all acts and things and to execute all such deeds and other

documents as such attorney shall consider necessary to give effect to that Shareholder’s election;

(iii) the Election Form, the giving of a TTE instruction and all contracts resulting therefrom will be

governed by and construed in accordance with English law. Execution by or on behalf of a

Shareholder of an Election Form or the giving of a TTE instruction constitutes that Shareholder’s

submission, in relation to all matters arising out of or in connection with such form or instruction and

the exercise of the powers of the attorney or agent appointed thereunder, to the exclusive jurisdiction

of the English courts;

(iv) upon execution of the Election Form or the giving of a TTE instruction, the Shareholder represents

and warrants that such Shareholder has full power and authority to tender, sell, assign and transfer the

B Shares in relation to which that Shareholder has accepted the Initial Purchase Offer under that

Election Form or TTE instruction and that JPMorgan Cazenove will acquire such B Shares free and

clear from all liens, charges, restrictions, claims, equitable interests and encumbrances. In addition,

by execution of the Election Form or the giving of a TTE instruction which includes an election to

participate in the Initial Purchase Offer, the Shareholder (i) agrees that he or she will do all other

things and execute any additional documents which may be necessary or, in the opinion of JPMorgan

Cazenove, desirable to effect the purchase of such B Shares by JPMorgan Cazenove and/or to perfect

any of the authorities expressed to be given under the Election Form; and (ii) acknowledges that

JPMorgan Cazenove shall not have any liability whatsoever to such Shareholder in respect of acts

done or omitted to be done by it on behalf of such Shareholder in connection with the instructions

given to it by such Shareholder pursuant to the Election Form, TTE instruction or otherwise in relation

to the Initial Purchase Offer;

(v) each Shareholder who is resident in, or a citizen or national of, a jurisdiction outside the United

Kingdom by whom, or on whose behalf, an Election Form is executed or TTE instruction is given

irrevocably represents, warrants, undertakes and agrees to and with the Company and JPMorgan

Cazenove that such Shareholder has observed the laws of all relevant territories, obtained any requisite

governmental or other consents, complied with all requisite formalities and paid any issue, transfer or

other taxes due from such Shareholder in connection with any receipt or transfer of B Shares or

election for any of the B Share Alternatives in any territory and such Shareholder has not taken or

omitted to take any action which may result in the Company, JPMorgan Cazenove or any other person

acting in breach of the legal or regulatory requirements of any territory in connection with the Return
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of Cash or such Shareholder’s receipt or transfer of B Shares or election for any of the B Share

Alternatives;

(vi) upon execution of the Election Form or the giving of a TTE instruction which includes an election to

participate in the Initial Purchase Offer, the Shareholder represents and warrants that such Shareholder

does not have its registered address in a Restricted Territory and is not a resident, or citizen or national

of a Restricted Territory or, in respect of the B Shares to which that election relates, a trustee,

custodian or nominee holding B Shares on behalf of any such person;

(vii) no authority conferred by or agreed to by execution of the Election Form or the giving of a TTE

instruction shall be affected by, and all such authority shall survive, the death or incapacity of the

Shareholder executing such form or instruction. All obligations of such Shareholder shall be binding

upon the heirs, personal representatives, successors and assigns of such Shareholder;

(viii) JPMorgan Cazenove may assign to any member of the JPMorgan Cazenove Group or to the Company

any covenants, representations and warranties in respect of the B Shares purchased or agreed to be

purchased by it; and

(ix) the Directors jointly with JPMorgan Cazenove may, if they so determine in their absolute discretion,

accept an Election Form or TTE instruction which is received after the relevant time or which is not

correctly completed.

6 Withdrawal rights

Shareholders should note that any election relating to the B Share Alternatives may be withdrawn by the

relevant Shareholder(s) at any time prior to the end of the Election Period. If an election is validly withdrawn,

the relevant Shareholder(s) may make a new election during the Election Period, but if a valid election is not

made by the end of the Election Period, the relevant Shareholder(s) will be deemed to have elected for the

Single B Share Dividend in respect of all their B Shares. After the end of the Election Period, all elections

will be irrevocable. If the Election Period is extended, withdrawal rights will be correspondingly extended.

If there is a delay in accepting for payment or paying for B Shares, or if it is not possible to accept for

payment or pay for B Shares as provided, for any reason, then, without prejudice to the rights of the

Company and JPMorgan Cazenove under the Return of Cash, Lloyds TSB Registrars and JPMorgan

Cazenove will retain all B Shares tendered, and such B Shares and any elections may not be withdrawn.

Shareholders wishing to withdraw their election, whether their B Shares are held in CREST or otherwise,

must firstly telephone the Shareholder helpline for further information by calling 0870 240 7974 (or +44

1903 276338 if calling from outside the UK) between 8.30 a.m. and 5.30 p.m. on any Business Day and, if

wishing to re-elect in respect of the B Share Alternatives, request a replacement Election Form or receive

instructions on how to re-elect through CREST.

For a withdrawal of B Shares and any election to be effective, whether those B Shares are held in CREST or

otherwise, an original notice of withdrawal signed by the person(s) who signed the relevant Election Form

or who submitted the TTE instruction must:

(i) be received by post or (during normal business hours only) by hand at Lloyds TSB Registrars,

Princess House, 1 Suffolk Lane, London EC4R 0AX by 3.00 p.m. on 21 June 2007; and

(ii) specify the name(s) of the person(s) who tendered the B Shares to be withdrawn, the number of B

Shares to be withdrawn and, if applicable, the Form ID code from the relevant Election Form or TTE

Instruction reference number.

In the case of elections made through a financial intermediary, upon receipt of a valid notice of withdrawal,

the Company and JPMorgan Cazenove will cause Lloyds TSB Registrars to take any actions required to be

taken by it to permit the removal of the block on the withdrawn shares. Shareholders should contact the

financial institution through which they tendered their B Shares to determine what actions, if any, the

financial institution may need to take to assure the removal of the block on the withdrawn B Shares.

Once a written notice of withdrawal of an election in respect of B Shares held through CREST has been

received, in accordance with sub paragraphs (i) and (ii) above, by Lloyds TSB Registrars, Shareholders who
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hold their B Shares through CREST are able to withdraw any TTE instruction already authenticated and

submitted. If settlement has already taken place in respect of the TTE instruction to be withdrawn, the

withdrawing Shareholder will need to include all the details contained within the settled TTE instruction in

their withdrawal instruction completed in accordance with sub paragraphs (i) and (ii) above to enable Lloyds

TSB Registrars to transmit in CREST a receiving agent TFE (transfer from escrow) message. A Shareholder

may then submit a further properly authenticated TTE instruction in accordance with paragraph 9 of Part 9

of this document in order to re-elect for the B Share Alternatives. 

Withdrawals may not be rescinded and B Shares withdrawn will thereafter be deemed not validly tendered

for purposes of the Initial Purchase Offer. However, withdrawn B Shares may be re-tendered again pursuant

to Alternative 2 at any time prior to the end of the Election Period.

The Company jointly with JPMorgan Cazenove will determine all questions as to the form and validity

(including time of receipt) of any notice of withdrawal, in their absolute discretion, which determination

shall be final and binding. The Company jointly with JPMorgan Cazenove also reserves the absolute right to

waive any defect or irregularity in the withdrawal of B Shares by any Shareholder, and such determination

will be binding on such Shareholder. None of the Company, JPMorgan Cazenove, Lloyds TSB Registrars or

any other person will be under any duty to give notification of any defect or irregularity in any notice of

withdrawal or incur any liability for failure to give any such notification.

7 Non-United Kingdom Shareholders

General

Shareholders who are not resident in the United Kingdom or who are citizens, residents or nationals of other

countries should consult their professional advisers to ascertain whether the Return of Cash will be subject

to any restrictions or require compliance with any formalities imposed by the laws or regulations of, or any

body or authority located in, the jurisdiction in which they are resident or to which they are subject. In

particular, it is the responsibility of any Shareholder not resident in the United Kingdom or a citizen, resident

or national of another country wishing to receive the Single B Share Dividend or have B Shares purchased

or otherwise dispose of any shares in the Company to satisfy himself as to full observance of the laws of each

relevant jurisdiction in connection with the Return of Cash, including the obtaining of any government,

exchange control or other consents which may be required, or the compliance with other necessary

formalities needing to be observed and the payment of any issue, transfer or other taxes or duties in such

jurisdiction.

The distribution of this document in certain jurisdictions may be restricted by law. Persons into whose

possession this document comes should inform themselves about and observe any such restrictions. Neither

this document nor any other document issued or to be issued by or on behalf of the Company in connection

with the issue or purchase of B Shares or Deferred Shares or the Single B Share Dividend constitutes an

invitation, offer or other action on the part of the Company in any jurisdiction in which such invitation, offer

or other action is unlawful.

Each Shareholder who is resident in, or a citizen or national of, a jurisdiction outside the United Kingdom

by whom, or on whose behalf, an Election Form is executed or TTE instruction is given irrevocably

represents, warrants, undertakes and agrees to and with the Company and JPMorgan Cazenove that such

Shareholder has observed the laws of all relevant territories, obtained any requisite governmental or other

consents, complied with all requisite formalities and paid any issue, transfer or other taxes due from such

Shareholder in connection with any receipt or transfer of B Shares or election for any of the B Share

Alternatives in any territory and such Shareholder has not taken or omitted to take any action which may

result in the Company, JPMorgan Cazenove or any other person acting in breach of the legal or regulatory

requirements of any territory in connection with the Return of Cash or such Shareholder’s receipt or transfer

of B Shares or acceptance of any of the B Share Alternatives.

If the Company or JPMorgan Cazenove is advised that it would or might be in breach of legal or regulatory

requirements in any jurisdiction, or the Company would or might be required to make filings or take any

other action in any jurisdiction as a result of its issuing B Shares to Shareholders who have registered
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addresses in any overseas jurisdiction or who are citizens, residents or nationals of other countries, it is

proposed that the B Shares to which such Shareholders are entitled will nevertheless be allotted to such

Shareholders but may be issued to a nominee and then sold with the net proceeds of sale being remitted to

such Shareholders.

If the Company or JPMorgan Cazenove is advised that it would or might be in breach of legal or regulatory

requirements in any jurisdiction, or that the Company or JPMorgan Cazenove would or might be required to

make filings or take any other action in any jurisdiction as a result of an election made pursuant to an

Election Form or TTE instruction by a Shareholder, or the purchase by JPMorgan Cazenove of B Shares

from a Shareholder who has a registered address in any overseas jurisdiction or who is a citizen, resident or

a national of a country outside the UK or a trustee, custodian or nominee holding B Shares on behalf of such

persons, such Shareholder shall be deemed to have elected to receive the Single B Share Dividend in respect

of the relevant B Shares.

Alternative 2 (Initial Purchase Offer) and Alternative 3 (Retention of B Shares) are not being offered in any

of the Restricted Territories and Shareholders in any of the Restricted Territories may not elect for either such

alternative. Any purported election by a Shareholder in any of the Restricted Territories for Alternative 2

(Initial Purchase Offer) or Alternative 3 (Retention of B Shares) will be deemed by the Company to be an

election for the Single B Share Dividend in respect of the entirety of that Shareholder’s B Shares and

accordingly that Shareholder will receive the Single B Share Dividend.

The above provisions of this paragraph relating to overseas Shareholders may be waived, varied or modified

as regards specific Shareholders or on a general basis by the Company in its absolute discretion.

Notice to Shareholders resident in France

In compliance with Article 211-4 of the French General regulation of Autorité des marchés financiers
(French stock exchange authority), you are informed that the above described offer has not been subject to

a prospectus submitted for approval to the Autorité des marchés financiers. (Conformément á l’article 211-

4 du Règlement gènèral de l’Autorité des marchés financiers, vous êtes informés que l’offre décrite ci-dessus

n’a pas donné lieu à un prospectus soumis au visa de l’Autorité des marchés financiers.)

The persons or entities referred to in Article L. 411-2, II, 4 of the French Financial and Monetary Code may

take part in the transaction solely for their own account under the conditions referred to in articles D. 411-1,

D. 411-2, D. 734-1, D. 744-1, D. 754-1 and D. 764-1 of the French Financial and Monetary Code. (Les

personnes ou entités mentionnées au 4° du II de l’article L. 411-2 du Code monétaire et financier ne peuvent

participer à cette opération que pour compte propre dans les conditions fixées par les articles D. 411-1, D.

411-2, D. 734-1, D. 744-1, D. 754-1 et D. 764-1 du Code monétaire et financier.)

The financial instruments thus acquired cannot be distributed directly or indirectly to the public otherwise

than in accordance with the conditions referred to in articles L. 411-1, L. 411-2, L. 412-1 and L. 621-8 to L.

621-8-3 of the French Financial and Monetary Code. (La diffusion, directe ou indirecte, dans le public des

instruments financiers ainsi acquis ne peut être réalisée que dans les conditions prévues aux articles L. 411-

1, L. 411-2, L. 412-1 et L. 621-8 à L. 621-8-3 du Code monétaire et financier.)

Securities law considerations in the United States

None of the B Shares, Deferred Shares or New Ordinary Shares has been or will be registered under the

United States Securities Act of 1933 (as amended) (the “Securities Act”) or the state securities laws of the

United States and none of them may be offered or sold in the United States unless registered under the

Securities Act and the relevant state securities laws, or pursuant to an exemption from, or in a transaction

that is not subject to, the registration requirements of the Securities Act or such laws.

8 Extraordinary General Meeting

The EGM will be held at 10.00 a.m. on 11 June 2007. The EGM notice is set out in Part 11 of this document.

You will find enclosed with this document a Form of Proxy for use in respect of the EGM.
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Whether or not you intend to be present at the EGM, you are requested to complete and sign the Form
of Proxy and return it, in accordance with the instructions printed on it, to arrive as soon as possible
and, in any event, no later than 10.00 a.m. on 9 June 2007. If you do not use the reply-paid envelope
provided, the Form of Proxy should be sent by post, or (during normal business hours only) by hand,
to Lloyds TSB Registrars, The Causeway, Worthing, West Sussex BN99 6DA. Completion and return
of the Form of Proxy will not prevent you from attending the EGM and voting in person should you
wish to do so.

9 Share certificates

From Listing of the New Ordinary Shares your Existing Ordinary Share certificate will no longer be valid.

New Ordinary Share certificates will only be issued following the Share Capital Consolidation. It is therefore

important that, if you hold certificates in respect of your Existing Ordinary Shares, you retain them for the

time being until New Ordinary Share certificates are received. Certificates are expected to be despatched on

or around 28 June 2007. Following receipt of the new certificates, the certificates in respect of the Existing

Ordinary Shares can be destroyed. Share certificates are despatched to Shareholders at their own risk.

For Shareholders wishing to hold any New Ordinary Shares through the CREST system, the relevant CREST

accounts are expected to be credited at 8.00 a.m. on 18 June 2007. For Shareholders wishing to hold any B

Shares through the CREST system, the relevant CREST accounts are expected to be credited at 8.00 a.m. on

18 June 2007 with interim B Shares. If these Shareholders elect to retain B Shares, the relevant CREST

accounts are expected to be credited with the B Shares at 8.00 a.m. on 25 June 2007. Shareholders holding

New Ordinary Shares and B Shares through the CREST system will not receive any share certificates.

No share certificates will be issued by the Company in respect of any B Shares on which a Single B Share

Dividend is paid, or in respect of any B Shares purchased pursuant to the Initial Purchase Offer or in respect

of any Deferred Shares.

10 Amendments to the Articles of Association

A number of consequential amendments to the Articles of Association are required in order to implement the

Return of Cash. Amendments setting out the rights and restrictions attaching to the B Shares and the

Deferred Shares are set out in Part 5 and Part 6 of this document.

11 Smiths Group Share Schemes

Participants under the Smiths Group Share Schemes are not the beneficial owners of the Existing Ordinary

Shares under their options and awards and so will not be entitled to participate in the Return of Cash (other

than where they are required to make an investment in ordinary shares under the terms of the relevant

scheme). The Board has determined that no adjustment will be made to their options and awards as the Share

Capital Consolidation will have the effect of maintaining the value of these options and awards, subject to

normal market fluctuations. Following the Share Capital Consolidation, all such participants will be entitled

to receive the same number of New Ordinary Shares on exercise of their options and/or vesting of their

awards as under their previous entitlement. Participants in the Smiths Group Co-Investment Plan are required

to make an investment in ordinary shares (Invested Shares) as a condition to the grant of a matching award

over ordinary shares (Matching Award), and they will be entitled to participate in the Return of Cash in

respect of their Invested Shares. Such participants will have the choice to reinvest the Return of Cash

received in respect of their Invested Shares (less an allowance for tax liabilities) in which case no adjustment

will be made to their Matching Award for the reasons stated above. Alternatively, they may elect not to

reinvest, in which case the number of shares under their Matching Award will be reduced on a basis which

reflects the Share Capital Consolidation. Participants in the predecessor share plan, the Smiths Industries

Senior Executive Deferred Share Scheme, where the final award matures in December 2007, will be entitled

to retain the Return of Cash proceeds received in respect of their invested shares, and their options will not

be adjusted.

Separate letters have been sent to the participants in the Smiths Group Share Schemes in respect of the

Return of Cash.

LR 13.8.10(1)

LR 13.3.1(7)

LR 13.3.1(9)(d)
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Although the Smiths Group Share Schemes impose limits on the maximum percentage of Smiths’ share

capital which may be issued under them, the Company will have sufficient headroom available under these

limits after the Share Capital Consolidation to be able to continue its existing policies regarding satisfaction

of options and awards with newly issued ordinary shares or ordinary shares held in the Company’s employee

benefit trust.

12 Dealings and despatch of documents

The Capital Reorganisation will be made by reference to holdings of Existing Ordinary Shares on the register

of members as at the Record Date.

It is expected that dealings and settlement within the CREST system of the Existing Ordinary Shares will

continue until the Record Date when, in the case of Existing Ordinary Shares held in certificated form, the

register of members will be closed for transfers and no further transfers of Existing Ordinary Shares will be

able to be made. The registration of uncertificated holdings in respect of the Existing Ordinary Shares will

be ‘disabled’ in CREST on the Record Date.

The Company expects to despatch on 28 June 2007 definitive share certificates in respect of the New

Ordinary Shares held in certificated form and in respect of any B Shares which have not been purchased

under the Initial Purchase Offer, nor which have been or are to be converted into Deferred Shares. From

Listing of the New Ordinary Shares, certificates in respect of the Existing Ordinary Shares will no longer be

valid.

It is expected that Shareholders who hold their Existing Ordinary Shares through the CREST system will,

on Listing, have their CREST accounts credited with the New Ordinary Shares and B Shares.

Temporary documents of title will not be issued and, pending despatch of definitive share certificates,

transfers of New Ordinary Shares held in certificated form and of any B Shares which are not to be or have

not been purchased under the Initial Purchase Offer nor have been or are to be converted into Deferred Shares

will be certified against the register held by Lloyds TSB Registrars.

It is expected that cheques in respect of B Shares purchased under the Initial Purchase Offer, Single B Share

Dividends and any fractional entitlements, will be despatched to relevant Shareholders (being (i) those

Shareholders entitled to fractional entitlements and/or (ii) those Shareholders in whose name B Shares, in

respect of which the Single B Share Dividend and/or the Initial Purchase Offer have been elected, are

registered on the B Share Record Date) or relevant Shareholders will have their CREST accounts credited

with the proceeds, as appropriate, on 28 June 2007.

Share certificates, cheques and all other documents and remittances will be despatched at the Shareholders’

own risk.

JPMorgan Cazenove will act as market maker in the B Shares and may effect sales and purchases of B Shares

from the date of Listing.

13 Summary explanation of resolutions to be put to the EGM

Ordinary resolutions will be passed if more than 50 per cent. of the votes cast (whether in person or by proxy)

are in favour. Special resolutions will be passed if at least 75 per cent. of the votes cast (whether in person

or by proxy) are in favour. Resolution 1 is conditional upon Listing and resolution 2 is conditional on

resolution 1 being passed and becoming unconditional. Resolution 3 is not conditional on either resolution

1 or resolution 2.

Resolution 1: Return of Cash

This special resolution is conditional on Listing and sets out the formal mechanics for the implementation

of the Return of Cash and amends the Articles of Association:

(a) this paragraph proposes to increase the authorised share capital of the Company by £6 million from

£200 million to £206 million by the creation of 600 million B Shares;

LR 13.8.3(1)

LR 13.8.3(1) and

(2)
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(b) this paragraph proposes to authorise the Directors to:

(i) capitalise a sum not exceeding £6 million standing to the credit of the Company’s share

premium account to pay up in full the B Shares; and

(ii) allot and issue the B Shares up to an aggregate amount of £6 million to Shareholders on the

basis of one B Share for each Existing Ordinary Share held on the Record Date. The authority

granted to the Directors will expire on the earlier to occur of the conclusion of the Annual

General Meeting of the Company to be held in 2008 and 15 months from the date of the passing

of this resolution;

(c) this paragraph sets out the procedure for the subdivision and consolidation of the Existing Ordinary

Shares into New Ordinary Shares. All fractional entitlements which arise will be aggregated and sold

on behalf of the Shareholders entitled to them with net proceeds of sale, in excess of £1, distributed

in due proportion to them. The proceeds of sale from fractional entitlements not exceeding £1 will be

retained by the Company and donated to a charity of the Company’s choice;

(d) this paragraph sets out the procedure for subdividing and consolidating all authorised but unissued

Existing Ordinary Shares into New Ordinary Shares;

(e) this paragraph approves the terms of the proposed contract between JPMorgan Cazenove and the

Company under which JPMorgan Cazenove will be entitled to require the Company to purchase the

B Shares acquired by JPMorgan Cazenove pursuant to the Initial Purchase Offer at 365 pence per B

Share (plus any stamp duty or stamp duty reserve tax payable by JPMorgan Cazenove thereunder) and

to purchase at the same price per B Share any B Shares acquired by JPMorgan Cazenove pursuant to

a Final Purchase Offer, if made (plus any stamp duty or stamp duty reserve tax payable by JP Morgan

Cazenove thereunder). Such authority will expire 18 months from the date of the passing of this

resolution; and

(f) this paragraph proposes the adoption of new Articles of Association in order to incorporate the rights

and restrictions attaching to the B Shares (as set out in Part 5 of this document) and to the Deferred

Shares (as set out in Part 6 of this document). 

Resolution 2: To authorise the Company to make market purchases of New Ordinary Shares

This resolution seeks authority for the Company to purchase up to 38,426,886 New Ordinary Shares, which

represents 10 per cent. of the Company’s issued New Ordinary Share capital. The price that may be paid for

the shares will be not less than the nominal amount of 37.5p per New Ordinary Share and not more than the

higher of 5 per cent. above the average of the middle market quotations of the New Ordinary Shares, as

derived from the London Stock Exchange Daily Official List, for the five business days prior to any purchase

and the amount stipulated by Article 5(1) of the Buy-back and Stabilisation Regulation 2003.

As at the date of the notice of the EGM, options and awards granted under the Smiths Group Share Schemes

were outstanding over 18,553,880 Existing Ordinary Shares, representing approximately 3.2 per cent. of the

issued ordinary share capital. If the proposed market purchase authority were used in full, and no further

issues of New Ordinary Shares were made, New Ordinary Shares over which options and awards granted

under the Smiths Group Share Schemes were outstanding would represent approximately 5.4 per cent. of

Smiths’ adjusted ordinary share capital.

The Directors will exercise the authority only if they are satisfied that any purchase will increase the earnings

per share of the New Ordinary Share capital in issue and will be in the interests of the Shareholders. The

Directors will also give careful consideration to the gearing levels of the Company and its general financial

position.

LR 13.7.1(1)(a)
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Under the Companies Act, any shares purchased under this authority may be cancelled or held as treasury

shares. Treasury shares may be subsequently sold or used to satisfy applications under share schemes. It is

the Company’s present intention that, in the event that any shares were to be purchased under this authority,

such shares would be cancelled. The Directors will, however, have regard to any guidelines issued by

investor groups which may be published at the time of any such purchase regarding the merits of the

cancellation of such shares as against holding them as treasury shares.

Resolution 3: Electronic communication with Shareholders

In January 2007, certain provisions of the Companies Act 2006 and the Disclosure and Transparency Rules,

which govern communications in electronic form between companies and their shareholders, came into

force.

One of the key changes to the existing regime made by the new legislation is that a company may, as a default

method of communicating with shareholders, use electronic and/or website communications to send or

supply documents or information to its shareholders. In the case of website communications, the legislation

requires that a company must continue to notify its shareholders (by post or other permitted means) of the

presence of a document or information on the website. Previously legislation only facilitated the use of

electronic communications in certain limited circumstances.

To enable the Company to take advantage of these new provisions in the future, two requirements must be

met:

(a) the Shareholders must have resolved that the Company may send or supply documents or information

to Shareholders by making them available on a website (or the Company’s articles of association must

contain a provision to this effect); and

(b) the relevant Shareholder must have been asked individually by the Company to agree that the

Company may send or supply documents or information to him by means of a website and the

Company must either have received a positive response or received no response within the period of

28 days beginning with the date on which the Company’s request was sent.

Resolution 3 will be proposed as an ordinary resolution to facilitate this. A separate letter is enclosed with

this document which sets out the options you will have as to how you receive formal shareholder information

from the Company in the future, subject to the passing of resolution 3, and a separate election form in

relation to Shareholder communication is attached to the Form of Proxy. Shareholders should read both

documents carefully.

LR 13.7.1(1)(c)
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Part 5

Rights and restrictions attached to the B Shares

The following sets out the amendments which are proposed to be made to the Articles of Association under

the relevant resolution to be proposed at the EGM by inserting the rights and restrictions to be attached to

the B Shares.

126 Rights and restrictions attached to the B Shares

Notwithstanding any other provisions in these Articles which relate to shares, the provisions of this

Article 126 comprise all the rights and restrictions which relate to B Shares.

(1) Election Form

(a) Together with a circular to Shareholders dated 16 May 2007 (the ‘Circular’) holders of

Ordinary Shares were sent a form of election or, if they held through CREST, they were invited

to submit a TTE instruction (each an ‘Election Form’) relating to the non-cumulative

preference shares of one pence each in the capital of the Company (the ‘B Shares’) under

which they could elect in relation to any B Shares to be issued to them to: (i) receive the Single

B Share Dividend (as defined below); (ii) accept an offer by JPMorgan Cazenove Limited to

purchase the B Shares on 25 June 2007, or such later date as the Directors may determine (the

‘Initial Purchase Offer’); or (iii) retain the B Shares and receive the B Share Continuing

Dividend (as defined below).

(b) Holders of B Shares who have not returned a duly completed Election Form by 3.00 p.m. on

21 June 2007 (or such later time and/or date as the Directors may determine) electing

(revocably until that time) to accept the Initial Purchase Offer and/or to retain their B Shares

and receive the B Share Continuing Dividend will be deemed instead to have elected to receive

the Single B Share Dividend (as described in Article 126(2) below) in relation to each B Share

held by them.

(c) The Directors jointly with JPMorgan Cazenove Limited may, if they so determine in their

absolute discretion, accept an Election Form which is received after the relevant time or which

is not correctly completed. The Directors jointly with JPMorgan Cazenove Limited may, in

addition, if they so determine in their absolute discretion, treat any other document or action as

a valid Election Form or as the completion or delivery of a valid Election Form, as the case may

be.

(2) Income

(a) Out of the profits available for distribution, a single dividend of 365 pence per B Share (the

‘Single B Share Dividend’) shall be payable to those holders of B Shares in respect of which

an election has been made or is deemed to have been made pursuant to Article 126(1)(a) above,

to receive the Single B Share Dividend.

(b) Such dividend shall, if declared, become payable on 25 June 2007 or such later date as the

Directors may determine (the ‘Single B Share Dividend Date’). Each B Share in respect of

which such dividend becomes payable shall, on such date (or such other date as the Directors

may determine), be automatically converted into a deferred share of one pence nominal value

with the rights and restrictions described in Article 127 (a ‘Deferred Share’).

(c) Out of the profits available for distribution in respect of each financial year or other accounting

period of the Company, the holders of the B Shares who have elected to retain their B Shares

shall be entitled, in priority to any payment of dividend or other distribution to the holders of

Ordinary Shares and before profits are carried to reserves, to be paid a non-cumulative

preferential dividend (the ‘B Share Continuing Dividend’) at such annual rate on a value of

LR 13.8.10 (1)
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365 pence per B Share as is calculated in accordance with Articles 126(2)(e) and 126(2)(f)

below rounded down to the nearest penny (exclusive of any associated tax credit relating

thereto but inclusive of any withholding tax deductible therefrom).

(d) The first B Share Continuing Dividend will be in respect of the period commencing on the

Single B Share Dividend Date and is to be paid in arrear on 16 April 2008 (or such later date

as the Directors may determine) and thereafter such dividend will be paid (without having to

be declared) annually in arrear on 16 April (or such later date as the Directors may determine)

in each year or, if any such date would otherwise fall on a date which is not a Business Day (as

defined below) it shall be postponed to the next day which is a Business Day (without any

interest or payment in respect of such delay) (each a ‘B Share Payment Date’).

(e) The period commencing on the Single B Share Dividend Date and ending on 16 April 2008,

and each twelve month period thereafter ending on 16 April, is called a ‘B Share Calculation
Period’. The annual rate applicable to each B Share Calculation Period shall be 75 per cent. of

12 month LIBOR for the B Share Calculation Period in question which appears on the display

designated as page ISDA on Reuters (or such other page or service as may replace it or have

replaced it for the purpose of displaying London inter-bank offered rates of leading banks for

pounds sterling deposits as determined by the Company), at or about 11.00 a.m. (London time)

on the first Business Day of such B Share Calculation Period. In respect of the first B Share

Calculation Period, the amount of the B Share Continuing Dividend shall be calculated by

applying the rate applicable on a value of 365 pence per B Share and multiplying such product

by the number of days from and including the Single B Share Dividend Date to, but excluding,

the first B Share Payment Date, divided by 365.

(f) If the offered rate so appearing is replaced by the corresponding rates of more than one bank

then Article 126(2)(e) above shall be applied, with any necessary consequential changes, to the

arithmetic mean (rounded upward, if necessary, to the nearest 1⁄16 percentage point) of the rates

(being at least two) which so appear, as determined by the Company. If for any other reason

such offered rate does not so appear, or if the relevant page is unavailable, the Company will

request each of the banks whose offered rates would have been used for the purposes of the

relevant page, if the event leading to the application of this Article 126(2)(f) had not happened,

through its principal London office to provide the Company with its offered quotation to

leading banks for pounds sterling deposits in London for the B Share Calculation Period

concerned as at 11.00 a.m. (London time) on the first Business Day of such B Share

Calculation Period.

The offered rate for such B Share Calculation Period shall be the arithmetic mean (rounded

upward, if necessary, to the nearest 1⁄16 per cent.) of such quotations (or of such of them, being

at least two, as are so provided), as determined by the Company.

(g) In this Article, the expression ‘Business Day’ means a day (not being a Saturday, Sunday or

public holiday) upon which pounds sterling deposits may be dealt in on the London inter-bank

market and commercial banks are generally open in London; and ‘non-cumulative’ in relation

to the B Share Continuing Dividend means that the dividend payable on each B Share Payment

Date is payable out of the profits of the Company available for distribution in respect of the

accounting reference period in which the B Share Payment Date falls (including any reserves

representing profits made in previous accounting reference periods) without any right in the

case of a deficiency to resort to profits made in subsequent accounting reference periods.

(h) Payments of the B Share Continuing Dividend under Article 126(2)(d) shall be made to holders

on the Company’s relevant register on a date selected by the Directors, being not less than 15

days nor more than 42 days (or, in default of selection by the Directors, on the date falling 15

days) prior to the relevant B Share Payment Date.

(i) The holders of the B Shares shall not be entitled to any further right of participation in the

profits of the Company.
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(j) All B Share Continuing Dividends payable on the B Shares which are unclaimed for a period

of 12 years from the date of due payment shall be forfeited and shall revert to the Company.

(3) Capital

(a) Except as provided in Article 126(6) below, on a return of capital on winding-up (excluding any

intra-group reorganisation on a solvent basis), the holders of the B Shares shall be entitled, in

priority to any payment to the holders of Ordinary Shares, to 365 pence per B Share held by

them, together with a sum equal to the relevant proportion of the B Share Continuing Dividend

(if any) under Article 126(2)(c) which would have been payable if the winding-up had taken

effect on the last day of the then current B Share Calculation Period, the relevant proportion

being the number of days from and including the preceding B Share Payment Date (or, if the

date of such winding-up is prior to 25 June 2007, the Single B Share Dividend Date) to, but

excluding, the date of such winding up, divided by 365.

(b) The aggregate entitlement of each holder of B Shares on a winding-up in respect of all of the

B Shares held by him shall be rounded up to the nearest whole penny.

(c) The holders of the B Shares shall not be entitled to any further right of participation in the

assets of the Company in excess of that specified in Article 126(2) and Article 126(3)(a) above.

If on such a winding-up the amounts available for payment are insufficient to cover in full the

amounts payable on the B Shares, the holders of such shares will share rateably in the

distribution of assets (if any) in proportion to the full preferential amounts to which they are

entitled.

(4) Attendance and voting at general meetings

(a) The holders of the B Shares shall not be entitled, in their capacity as holders of such shares, to

receive notice of any general meeting of the Company nor to attend, speak or vote at any such

general meeting unless:

(i) the business of the meeting includes the consideration of a resolution for the winding-

up (excluding any intra-group reorganisation on a solvent basis) of the Company, in

which case the holders of the B Shares shall have the right to attend the general meeting

and shall be entitled to speak and vote only on any such resolution; or

(ii) at the date of the notice convening the meeting, the B Share Continuing Dividend has

remained unpaid for six months or more from any B Share Payment Date, in which case

the holders of the B Shares shall have the right to attend the general meeting and shall

be entitled to speak and vote on all resolutions while the B Share Continuing Dividend

remains unpaid.

(b) Whenever the holders of the B Shares are entitled to vote at a general meeting of the Company,

on a show of hands every holder thereof who (being an individual) is present in person or

(being a corporation) by a representative shall have one vote, and on a poll every such holder

shall have one vote for each B Share registered in the name of such holder.

(5) Company’s right to purchase

(a) Subject to the provisions of the Companies Act and to compliance with applicable securities

law and regulations but without the need to obtain the sanction of an extraordinary resolution

of the holders of the B Shares, the Company may at any time and at its sole discretion purchase

B Shares (i) in the market or (ii) by tender available alike to all holders of B Shares or (iii) by

private treaty, in each case at a price and upon such other terms and conditions as the Directors

may think fit.
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(b) Subject to the provisions of the Companies Act, and pursuant to the authority provided in

Article 126(5)(a) above, the Company may, at any time after 30 April 2008 but before

30 November 2008, without obtaining the sanction of the holders of the B Shares:

(i) appoint any person to execute on behalf of all the holders of the B Shares a transfer of

all of the B Shares or any part thereof (and/or an agreement to purchase and transfer the

same) to the Company or to such person as the Directors may determine (whether or not

an officer of the Company), and purchase the same subject to the Company or such

person (as the case may be) paying to the holders of the B Shares such amount as they

would be entitled to under Article 126(3) were the Company to be wound up on such

day;

(ii) cancel all or any B Shares so purchased in accordance with the Companies Act; and

(iii) in connection therewith, change the form of any B Shares held in uncertificated form to

certificated form and cancel any relevant listing or trading of such B Shares (and the

holders of the B Shares shall take such steps as may be required in connection with such

change of form or cancellation of listing).

(6) Class rights

(a) The Company may from time to time create, allot and issue further shares, whether ranking

pari passu with or in priority to the B Shares. The creation, allotment or issue of any such

further shares (whether or not ranking in any respect in priority to the B Shares) shall be treated

as being in accordance with the rights attaching to the B Shares and shall not involve a variation

of such rights for any purpose or require the consent of the holders of B Shares.

(b) A reduction by the Company of the capital paid up or credited as paid up on the B Shares and

the cancellation of such shares shall be treated as being in accordance with the rights attaching

to the B Shares and shall not involve a variation of such rights for any purpose. The Company

will be authorised to reduce its capital (subject to the confirmation of the Court in accordance

with the Companies Act and without obtaining the consent of the holders of the B Shares)

including by paying to the holders of the B Shares the preferential amounts to which they are

entitled as set out above.

(c) If at any time a currency other than pounds sterling is accepted as legal tender in the United

Kingdom in place of or in addition to pounds sterling, the Directors shall be entitled, without

the consent of holders of the Ordinary Shares or the B Shares, to make such arrangements and

adjustments in respect of the method of calculation and payment of any of the entitlements of

holders of B Shares under these Articles as the Directors consider necessary, fair and

reasonable in the circumstances to give effect to the rights attaching to the B Shares, including

(without limitation) in respect of the calculation and payment of the B Share Continuing

Dividend, notwithstanding the fact of such acceptance. Any such arrangements and

adjustments shall not involve a variation of any rights attaching to the B Shares for any purpose.

(7) Conversion into Ordinary Shares at the Company’s option

(a) The Company may (subject to the provisions of the Companies Act) at any time after 30 April

2008 on the giving of not less than 10 days’ nor more than 42 days’ notice in writing to the

holders of the B Shares, convert all but not some only of the outstanding B Shares into Ordinary

Shares on the date specified in the notice (the “B Share Conversion Date”). The conversion

shall be on the basis of one Ordinary Share for every (M/365) B Share (where M represents the

average of the closing mid-market quotations in pence of an Ordinary Share on the London

Stock Exchange, as derived from the Daily Official List for the five Business Days immediately

preceding the B Share Conversion Date), fractional entitlements being disregarded and the

balance of such shares (including any fractions) shall be Deferred Shares, which shall have the

same rights and be subject to the same restrictions as the Deferred Shares set out in Article 127.

LR 13.7.1 (1) (e)
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(b) Conversion of the B Shares may be effected in such manner as the directors shall from time to

time determine (subject to the provisions of the Companies Act) including, without prejudice

to the generality of the foregoing, in accordance with the provisions of Article 126(7)(c) or the

provisions of Article 126(7)(d) pursuant to the authority given by the passing of the resolution

to create the B Shares.

(c) If the aggregate nominal value of the B Shares is lower than the aggregate nominal value of the

Ordinary Shares into which the B Shares will convert on the B Share Conversion Date, the

Directors may effect conversion by:

(i) capitalising an amount of share premium account equal to the difference between the

aggregate nominal value of the B Shares and the aggregate nominal value of the

Ordinary Shares into which those B Shares are to convert (the “B Share Shortfall
Amount”), and applying such amount in allotting to the holders of the B Shares (in

proportion to their holding of B Shares) and paying up in full a number of undesignated

shares (with such par value as the directors may determine) having an aggregate nominal

value equal to the B Share Shortfall Amount; and

(ii) in respect of each holder or joint holders consolidating the B Shares and the

undesignated shares allotted pursuant to (i) above into one share and sub-dividing and

redesignating such share into:

(x) the number of Ordinary Shares to which that holder is entitled on conversion; and

(y) to the extent required, a number of Deferred Shares of nominal value equal to the

highest amount that will not result in any holder or holders being entitled to a

fraction of such a Deferred Share, such Deferred Shares having an aggregate

nominal value equal to the sum of the aggregate nominal value of the B Shares

held by the relevant holder or holders less the aggregate nominal value of the

Ordinary Shares referred to in (x) above, and otherwise having the rights and

being subject to the restrictions set out in Article 127.

(d) If the aggregate nominal value of the B Shares is lower than the aggregate nominal value of the

Ordinary Shares into which the B Shares will convert on the B Share Conversion Date and if the

Company does not have sufficient reserves available to effect conversion in the manner

described in Article 126(7)(c), the Directors may effect conversion by consolidating into one

share all the B Shares held by any holder or joint holders at the B Share Conversion Date and

sub-dividing such share into the appropriate number of Ordinary Shares and such Ordinary

Shares, notwithstanding that they may have a different nominal amount from the other Ordinary

Shares then in issue, shall form a uniform class with the other Ordinary Shares then in issue and

shall, subject to Article 126(e) but notwithstanding any other contrary provision herein, for all

purposes and in all respects (including, without limitation, entitlement to dividends or other

distributions, participation in offers, voting rights, and rights on a liquidation or return of capital)

rank pari passu with the other Ordinary Shares then in issue, for which purposes the nominal

amount of each Ordinary Share arising on such consolidation and sub-division shall be deemed

to be the same as the nominal amount per Ordinary Share then in issue.

(e) Any Ordinary Shares arising on conversion of the B Shares shall rank pari passu with the

Ordinary Shares already in issue at the date of conversion in all respects save that such

Ordinary Shares shall not be entitled to any dividend or other distribution declared, paid or

made by reference to a record date prior to the B Share Conversion Date.

(f) If the Company exercises its rights of conversion, the period commencing on the B Share

Payment Date preceding the B Share Conversion Date and ending on such B Share Conversion

Date is called the “Final B Share Calculation Period” and the B Share Continuing Dividend

in respect of such period shall be payable in arrear on the final Business Day of such period

(the “Final B Share Payment Date”). In respect of the Final B Share Calculation Period (if
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any), the amount of the B Share Continuing Dividend shall be the relevant proportion of the B

Share Continuing Dividend which would have been payable if conversion had taken effect on

the last day of the then current B Share Calculation Period, the relevant proportion being the

number of days from and including the last B Share Payment Date to, but excluding, the Final

B Share Payment Date, divided by 365. The aggregate amount of the B Share Continuing

Dividend payable to each holder of B Shares shall be rounded down to the nearest penny.

(8) Deletion of Article 126 when no B Shares in existence

Article 126 shall remain in force until there are no longer any B Shares in existence whether by way

of conversion into Deferred Shares or repurchase and cancellation or conversion into Ordinary Shares

notwithstanding any provision in the Articles to the contrary. Thereafter Article 126 shall be and shall

be deemed to be of no effect (save to the extent that the provisions of this Article 126 are referred to

in any other Article) and shall be deleted and replaced with the wording ‘Article 126 has been deleted’,

and the separate register for the holders of B Shares shall no longer be required to be maintained by

the Company; but the validity of anything done under Article 126 before that date shall not otherwise

be affected and any actions taken under Article 126 before that date shall be conclusive and shall not

be open to challenge on any grounds whatsoever.
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Part 6

Rights and restrictions attached to the Deferred Shares

The following sets out the amendments which are proposed to be made to the Articles of Association under

the relevant resolution to be proposed at the EGM by inserting the rights and restrictions to be attached to

the Deferred Shares.

127 Rights and Restrictions attached to the Deferred Shares

In this Article 127, the terms “B Share” and “Deferred Share” shall have the meaning given to them

in Article 126. Notwithstanding any other provisions in these Articles which relate to shares, the

provisions of this Article 127 comprise all the rights and restrictions which relate to Deferred Shares.

(1) Income

The Deferred Shares shall confer no right to participate in the profits of the Company.

(2) Capital

On a return of capital on a winding-up (excluding any intra-group re-organisation on a solvent basis)

there shall be paid to the holders of the Deferred Shares the nominal capital paid up or credited as paid

up on such Deferred Shares after:

(a) firstly, paying to the holders of the B Shares 365 pence per B Share held by them (together with

any outstanding entitlement to the B Share Continuing Dividend up to the B Share Payment

Date last preceding the return of capital); and

(b) secondly, paying to the holders of the Ordinary Shares the nominal capital paid up or credited

as paid up on the Ordinary Shares held by them respectively, together with the sum of

£100,000,000 on each Ordinary Share.

The holders of the Deferred Shares shall not be entitled to any further right of participation in the

assets of the Company.

(3) Attendance and voting at general meetings

The holders of the Deferred Shares shall not be entitled to receive notice of any general meeting of

the Company or to attend, speak or vote at any such meeting.

(4) Form

The Deferred Shares shall not be listed on any stock exchange nor shall any share certificates be

issued in respect of such shares. The Deferred Shares shall not be transferable except in accordance

with Article 127(6) below or with the written consent of the Directors.

(5) Class rights

The Company may from time to time create, allot and issue further shares, whether ranking pari passu
with or in priority to the Deferred Shares, and on such creation, allotment or issue any such further

shares (whether or not ranking in any respect in priority to the Deferred Shares) shall be treated as

being in accordance with the rights attaching to the Deferred Shares and shall not involve a variation

of such rights for any purpose or require the consent of the holders of the Deferred Shares.

The reduction by the Company of the capital paid up on the Deferred Shares shall be in accordance

with the rights attaching to the Deferred Shares and shall not involve a variation of such rights for any

purpose and the Company shall be authorised at any time to reduce its capital (subject to the

confirmation of the Court in accordance with the Companies Act) without obtaining the consent of the

holders of the Deferred Shares.
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(6) Transfer and purchase

The Company may at any time before 30 November 2008, (subject to the provisions of the Companies

Act) without obtaining the sanction of the holder or holders of the Deferred Shares:

(a) appoint any person to execute on behalf of any holder of Deferred Shares a transfer of all of

the Deferred Shares or any part thereof (and/or an agreement to purchase and transfer the same)

to the Company or to such person as the Directors may determine (whether or not an officer of

the Company), and purchase the same in any case for not more than one penny for all the

Deferred Shares then being purchased; and

(b) cancel all or any of the Deferred Shares so purchased by the Company in accordance with the

Companies Act.

(7) Deletion of Article 127 when no Deferred Shares in existence

Article 127 shall remain in force until there are no longer any B Shares or Deferred Shares in

existence, notwithstanding any provision in the Articles to the contrary. Thereafter Article 127 shall

be and shall be deemed to be of no effect (save to the extent that the provisions of this Article 127 are

referred to in any other Article) and shall be deleted and replaced with the wording ‘Article 127 has

been deleted’, and the separate register for the holders of Deferred shares shall no longer be required

to be maintained by the Company; but the validity of anything done under Article 127 before that date

shall not otherwise be affected and any actions taken under Article 127 before that date shall be

conclusive and shall not be open to challenge on any grounds whatsoever.

LR 13.7.1 (1) (e)
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Part 7

Risk Factors

Prior to making a decision in relation to the B Shares, prospective investors should carefully consider,
together with all other information contained in this document, the risk factors about the Smiths Group and
the B Shares described below. Additional risks and uncertainties not presently known to the Directors, or that
the Directors currently consider to be immaterial, may also have an adverse effect on the business, results
or financial condition of the Smiths Group. The trading price of the B Shares could decline due to any of
these risks and investors could lose all or part of their investment. Investors should carefully consider
whether any investment decision in respect of the B Shares is suitable for them in light of the information
in this document and the financial resources available to them.

1. Risks relating to the Smiths Group and its business

(a) External risks

The Group’s credit rating

As a result of the Return of Cash, the Group has a lower credit rating of Baa2 from Moody’s and

BBB+ from Standard & Poors. This may adversely impact the quantity of debt financing and the rate

at which the Group may raise debt financing going forward.

Possible volatility of the price of Smiths Shares

The market price of the New Ordinary Shares may be affected by a variety of factors including, but

not limited to, changes in market sentiment regarding the New Ordinary Shares, variations in the

Group’s operating results compared with the expectations of market analysts and investors, its

business developments or those of its competitors, the operating performance of its competitors,

speculation about the Group’s business, or regulatory changes affecting the Group’s operations.

Shareholders should be aware that the value of the New Ordinary Shares can decrease as well as

increase and may not always reflect the underlying asset value or prospects of the Group.

Dividend payments

The ability of Smiths to pay dividends on the New Ordinary Shares is dependent on its profitability

and the extent to which, as a matter of law, it has available to it sufficient distributable reserves out of

which any proposed dividend may be paid. Smiths’ ability to pay dividends is also dependent upon

receipt by it of dividends and other distributions from subsidiaries. Smiths can give no assurances that

it will be able to pay a dividend going forward.

Forward-looking statements

This document includes forward-looking statements concerning the Smiths Group. Forward-looking

statements are based on current expectations and projections about future events. These forward

looking statements are subject to risks, uncertainties and assumptions about the Group. Subject to

Smiths’ continuing obligations under the Listing Rules, the Disclosure and Transparency Rules,

applicable laws and regulations, the Group undertakes no obligation to update publicly or revise any

forward-looking statements, whether as a result of new information, future events or otherwise.

Global political and economic conditions

Smiths operates in over 50 countries, although some 90 per cent. of the Group’s employees are located

in North America, the EU and Japan. The Company is exposed to political risk, natural catastrophe

and possible terrorist action.
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Some 50 per cent. of total sales are to customers in the US, and the Group is therefore particularly

affected by US economic conditions. Demand for products from the detection business is mainly

dependent on spending by governments and government agencies.

Smiths may be adversely impacted by changes in general economic conditions including interest

rates, exchange rates and inflation.

The diverse nature of the Company’s products, services and customers helps mitigate the effects of

adverse changes in political and economic risk on the demand that Smiths experiences.

Natural catastrophe

Because of the location of operations, Smiths is exposed to a number of natural catastrophe risks, such

as earthquake, flood and windstorm. Where cost effective, such risks are mitigated through physical

measures designed to counter the impact of a catastrophe. The value of assets and associated profits

are also protected by insurance.

Actions of competitors

Smiths operates in highly competitive markets. Product innovations or technical advances by

competitors could adversely affect the Company. The diversity of operations reduces the possible

effect of action by any single competitor.

The Company invests some 4 per cent. of revenues in research and development in order to sustain

competitive advantage, and works continually to ensure that the cost base is competitive.

Effect of legislation or other regulatory action

Smiths is subject to a broad range of laws, regulations and standards in each of the jurisdictions in

which it operates. Unexpected changes in these laws or regulations could significantly impair

performance; equally a failure to comply with these laws, regulations or standards could damage the

reputation of the Company.

The detection and medical businesses are particularly subject to regulation, with certain customers

and regulatory or other enforcement bodies routinely inspecting the Company’s practices, processes

and premises. Certain legal liability risks, such as product liability and employer’s liability, are

transferred to insurers, subject to policy limits and conditions. However, the Company and its

subsidiaries have been in business for many years and there is a risk of latent injury claims which may

not be fully covered by insurance.

Foreign exchange

The Company is exposed to two types of currency risk: transaction risk in respect of products

manufactured in one currency region and sold in another currency; and translation risk in that the

results of non-UK businesses will translate into differing pounds sterling values depending on the

exchange rate. The Company’s practices for managing currency risk generally mitigate transaction

risk in the short term. Over the longer term, Smiths remains exposed to both transaction and

translation risk.

Longer-term transaction risks are partially mitigated by manufacturing or sourcing components in the

same currency as that of the sale.

Raw material prices

Smiths’ products contain various raw materials or purchased components including electronic

components, metals and plastics. Any increases or volatility in prices and shortages in supply can

affect the Company’s performance. The diversity of operations both geographically and in terms of

product area reduces the dependence on any single item or supplier. Purchasing policies take into

account and seek to mitigate such risks where practicable.
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Pension funding

The Company operates significant pension plans. The average funding level of the funded plans at 5

August 2006 was 103 per cent. measured by IAS 19 methodology. Funding of pension liabilities at

that date was some 55 per cent. by equities and 45 per cent. by other assets. Smiths is subject to

various funding risks, principally poor performance of equity investments and other investments, and

increased longevity of members.

Credit

Smiths is exposed to credit risk in relation to customers, banks and insurers. Credit control practices

take into account the perceived risk. The customer base is relatively diverse.

Where appropriate, Smiths seeks to insure business risks with insurers of good standing. The

insurance industry is, however, subject to credit risk, particularly in the event of catastrophe or where

an insurer has substantial exposure to a specific risk. Occasionally insurer credit risk may be mitigated

through policy commutation.

Environmental issues

The environmental laws of the jurisdictions in which Smiths operates impose actual and potential

obligations on the Company to remediate contaminated sites, including some sites no longer owned

by Smiths. The Company makes provision for the expected cost of remediation based on independent

professional advice. There is a risk that remediation could prove more costly than expected and that

further contamination could be discovered.

Litigation

Smiths is subject to litigation from time to time in the ordinary course of business, and makes

provision for the expected cost based on appropriate professional advice.

In particular, John Crane, Inc, a subsidiary company, is currently one of many defendants in litigation

relating to products previously manufactured which contained asbestos and in respect of which a

provision has been made.

The outcome of legal action is always uncertain and there is always the risk that it may prove more

costly and time consuming than expected. There is a risk that additional litigation could be instigated

in the future which could have a material impact on the Company. In some liability cases, legal

expenses are covered by insurance.

(b) Internal risks

Investment in new products, projects and technology

Smiths develops new technologies and introduces new products, in some cases contracting to supply

the products to the customer before the design is established or proven. All new technologies and

products involve business risk both in terms of possible abortive expenditure, reputational risk, and

potential customer claims or onerous contracts. Such risks may have a material impact on the

Company.

Acquisitions

Smiths is an active acquirer of other businesses and companies: acquisitions may involve risks that

might have a material impact on the Company. These risks are mitigated by extensive due diligence,

and, where practicable, by representations and warranties and indemnities from the vendors.

Controls failure

Smiths operates various corporate governance controls. Failures in these controls might have a

material impact on the Company.
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Inability to supply and business continuity

Inability to supply against contractual commitments is a risk, which could be material in relation to

larger contracts. Smiths mitigates this risk by implementing effective business continuity plans

throughout the Company and, where practicable, transferring them through business interruption

insurance.

Tax

In recent times, Smiths has had an effective tax rate of approximately 26 per cent. There can be no

guarantee that Smiths’ effective tax rate will remain below the prevailing tax rate applicable in the

territories in which it operates.

Sale of Smiths Aerospace

The sale and purchase agreement governing the sale of Smiths Aerospace to GE Aviation UK contains

certain warranties and indemnities in favour of GE Aviation UK. If Smiths should incur costs under

any of these warranties or indemnities, these costs could have an adverse effect on its business,

financial condition and results of operation.

Agreement with GE Security, Inc.

On 21 March 2007 Smiths Group International Holdings Ltd and GE Security, Inc. entered into an

agreement concerning the combination of their detection businesses, to be managed and controlled by

Smiths. This remains subject to various conditions including anti-trust and other regulatory approvals

which means that there is no guarantee that the transaction will actually occur. It is also subject to the

approval of shareholders of Smiths. In certain circumstances where this approval is not given, Smiths

will be required to pay a break fee of £35 million. The formation agreement also contains certain

warranties and indemnities in favour of the combined business. If Smiths should incur costs under any

of these warranties or indemnities, these costs could have an adverse effect on its business, financial

condition and results of operation.

2. Risks relating to the B Shares

Value of the B Shares

The value of the B Shares may go down as well as up and there can be no guarantee of the income to be

derived from them. The ability of the Company to pay the B Share Continuing Dividend will depend on the

Company having sufficient reserves available for distribution by way of dividend and the relevant cash

resources. Whilst the Company expects the B Share Continuing Dividend to be paid, there can be no

certainty that the Company will always be able to do so on the applicable payment date.

Liquidity of the B Shares

If the Proposals are implemented, the B Shares will be admitted to the Official List and to trading on the

market for listed securities of the London Stock Exchange. However, there can be no assurance that an active

trading market for the B Shares will develop or, if developed, be sustained.

Final Purchase Offer

Whilst the Company expects a Final Purchase Offer to be made, there is no guarantee that such an offer will

be made or that the Company will be able to implement it.

United Kingdom taxation

The general guide on United Kingdom taxation in relation to the Return of Cash set out in Part 8 of this

document is based on current United Kingdom tax law and HM Revenue & Customs practice as at the date

of this document. The current legislation and practice may change and any such changes may affect the

taxation liabilities of Shareholders in relation to the B Shares. 
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Part 8

United Kingdom taxation in relation to the Return of Cash

The comments below are intended as a general guide only and are based on current United Kingdom tax law

and HM Revenue and Customs practice. Except where otherwise indicated, the comments below apply only

to Shareholders who are resident, and in the case of individuals ordinarily resident, in the United Kingdom

for tax purposes and who hold their Existing Ordinary Shares, New Ordinary Shares and B Shares

beneficially as investments and not on trading account. The position may be different for any future disposal

and may alter between the date of this document and the implementation of the Return of Cash.

Shareholders who are in any doubt as to their tax position or who are subject to tax in a jurisdiction
other than the United Kingdom should consult an appropriate professional adviser.

1 Capital Reorganisation

For the purposes of United Kingdom taxation of capital gains and corporation tax on chargeable gains

(‘CGT’):

(i) The receipt of the New Ordinary Shares and B Shares arising from the Capital Reorganisation will be

a reorganisation of the share capital of the Company. Accordingly, the New Ordinary Shares replacing

a Shareholder’s holding of Existing Ordinary Shares as a result of the Capital Reorganisation and the

B Shares will be treated as the same asset as the Shareholder’s holding of Existing Ordinary Shares,

and as having been acquired at the same time as the Shareholder’s holding of Existing Ordinary

Shares was acquired. As a result of the Capital Reorganisation a Shareholder’s original base cost in

his or her Existing Ordinary Shares will be apportioned between the New Ordinary Shares and the B

Shares by reference to their respective market values on the first day on which they are listed.

(ii) The sale, on behalf of relevant Shareholders, of fractional entitlements to New Ordinary Shares,

resulting from the Capital Reorganisation will not constitute a part disposal of his or her pool of

Existing Ordinary Shares. Instead the amount of any payment received by the Shareholder will be

deducted from the base cost of the B Shares and any New Ordinary Shares received.

2 Alternative 1: Single B Share Dividend

(a) Income tax

The Company will not be required to withhold tax at source when paying the Single B Share

Dividend.

A United Kingdom resident individual shareholder who receives the Single B Share Dividend will

generally be entitled to a tax credit in respect of the Single B Share Dividend equal to one-ninth of

the cash dividend received or ten per cent. of the aggregate of the cash dividend received and the

related tax credit (the gross dividend). The related tax credit can be set against the individual

Shareholder’s total liability to income tax on the Single B Share Dividend.

An individual shareholder who is liable to income tax at no more than the basic rate will be subject

to income tax at the rate of 10 per cent. on the gross dividend and so the tax credit should satisfy in

full that individual Shareholder’s liability to income tax on the Single B Share Dividend.

A United Kingdom resident individual Shareholder who is liable to income tax at the higher rate, will

be liable to pay tax equal to 25 per cent. of the cash dividend received to the extent that the gross

dividend, when treated as the top slice of that Shareholder’s income, falls above the threshold for

higher rate income tax.

United Kingdom resident taxpayers who are not liable to United Kingdom tax on dividends, including

pension funds and charities, will not be liable to pay tax on the Single B Share Dividend.
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United Kingdom resident corporate Shareholders will generally not be subject to corporation tax on

the Single B Share Dividend.

Non-United Kingdom resident Shareholders will not generally be able to claim repayment from HM

Revenue and Customs under any double tax treaty in respect of the Single B Share Dividend. A

Shareholder resident outside the United Kingdom may also be subject to foreign taxation on dividend

income under local law. Shareholders who are not resident in the United Kingdom (for tax purposes)

should consult their own tax adviser concerning their tax liabilities on dividends received from the

Company.

(b) Taxation of chargeable gains

For CGT purposes, the Single B Share Dividend (and the consequent conversion of their B Shares into

Deferred Shares) will not be treated as giving rise to a disposal or part disposal of the B Shares.

Shareholders who receive the Single B Share Dividend should note that, consequent on the Capital

Reorganisation, a proportion of the base cost, for CGT purposes, of their Existing Ordinary Shares

will be attributed to the B Shares and this amount will continue to be attributed to those B Shares

following their conversion into Deferred Shares (notwithstanding that the Deferred Shares have

limited rights or value). Correspondingly, only a proportion of the base cost of the original holding of

Existing Ordinary Shares will be available on a disposal of the corresponding New Ordinary Shares.

A disposal of Deferred Shares (including a repurchase of Deferred Shares) will be treated as described

in paragraph 3 below and may result in a Shareholder realising a capital loss. However, Shareholders

liable to corporation tax should note that it is possible that Section 30 of the Taxation of Chargeable

Gains Act 1992 could be regarded as being applicable to such a Shareholder who elects for the Single

B Share Dividend. If that position applies, consideration for the disposal of such a Shareholder’s

Deferred Shares is liable to be increased by such an amount as is just and reasonable having regard to

the payment of the B Share Dividend.

3 Alternative 2: Initial Purchase Offer

A sale of B Shares by a Shareholder to JPMorgan Cazenove pursuant to the Initial Purchase Offer should be

treated as a normal third party disposal for UK tax purposes. Accordingly, the Directors have been advised

that:

(i) A Shareholder who disposes of the whole or part of a holding of B Shares pursuant to the Initial

Purchase Offer should realise a disposal for CGT purposes. This may, depending on individual

circumstances, give rise to a liability to CGT. Any gain or loss will be calculated by reference to the

difference between the repurchase price and the Shareholder’s base cost in the B Shares disposed of.

Shareholders are referred to paragraph 1(i) above for information on how the base cost attributable to

their B Shares will be determined in the computation of any gain or loss arising.

(ii) No part of the proceeds received by a Shareholder pursuant to the Initial Purchase Offer should be an

income distribution in the Shareholder’s hands.

(iii) The amount of CGT, if any, payable by an individual Shareholder as a consequence of accepting the

Initial Purchase Offer will depend on his or her personal tax position. No tax will be payable on any

gain realised on a disposal of B Shares if the amount of the net chargeable gains realised by the

shareholder, when aggregated with net chargeable gains realised by the Shareholder in the year of

assessment in question (and after taking account of indexation and taper relief and such other

exemptions and allowable losses as may be available in each case), does not exceed the annual

exemption (£9,200 for 2007/2008). Broadly, any gains in excess of this amount will be taxed at a rate

of 10 per cent. for a taxpayer paying tax at the starting rate, 20 per cent. for a taxpayer paying tax at

the basic rate and 40 per cent. for higher rate taxpayers. Indexation allowance will be available in

respect of periods of ownership of Existing Ordinary Shares up to 5 April 1998 and taper relief may

be available thereafter.
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(iv) A corporate Shareholder is taxable on all of its chargeable gains, subject to other reliefs. Taper relief

is not available to a corporate Shareholder. However, corporate Shareholders are entitled to indexation

allowance up to the date the chargeable gain is realised.

4 Alternative 3: Retention of B Shares and subsequent disposals

(i) On a subsequent disposal of the whole or part of a Shareholder’s holding of B Shares other than to

the Company (or its agent), a Shareholder may, depending on his or her circumstances, be subject to

CGT on the amount of any chargeable gain realised or realise a capital loss. Please refer to paragraph

1(i) above for details of the manner in which the Shareholder’s allowable expenditure is allocated as

between the New Ordinary Shares and the B Shares and to paragraph 3 for details of how a gain or

loss is calculated and taxed where applicable.

(ii) If the subsequent disposal is to the Company (or its agent), part of the consideration received would

be characterised for tax purposes, for Shareholders who are liable to income tax, as an income

distribution and therefore taxable in the same way as a dividend paid by the Company. This will be

the case to the extent that the payment does not represent a repayment of capital or is not equal to any

new consideration received by the Company in respect of those shares. The B Shares will have a

nominal value of one pence which will be treated as ‘new consideration’ for tax purposes. Therefore,

on a disposal to the Company (or its agent) for 365 pence, one pence will be taxed as capital and the

remaining 364 pence paid will be taxed in the same way as a dividend paid by the Company. For

Shareholders liable to corporation tax, the entire consideration received would be treated as the

proceeds of the disposal of the B Shares for CGT purposes.

(iii) The comments set out in paragraph 2(a) above regarding the tax treatment of the Single B Share

Dividend are equally applicable to the tax treatment of the B Share Continuing Dividend.

(iv) For the avoidance of doubt, the disposal of the B Shares pursuant to a Final Purchase Offer made by

JPMorgan Cazenove will be treated in accordance with paragraph 4(i) above.

5 Section 684 Income Tax Act 2007 (‘ITA’)

If section 684 ITA applied to such Shareholders in respect of the Initial Purchase Offer or a Final Purchase

Offer, United Kingdom resident individual and trustee Shareholders might be liable to taxation as if they had

received a dividend equal to the price received for the B Shares. The Company has not applied for a clearance

under section 701 ITA in this regard. However, the Company has been advised that section 684 ITA should

generally not apply to Shareholders who elect for the Initial Purchase Offer or the Final Purchase Offer.

6 Stamp Duty and Stamp Duty Reserve Tax

Except in relation to depositary receipt arrangements or clearance services to which special rules apply:

(i) No stamp duty or stamp duty reserve tax (‘SDRT’) will be payable on the issue of the B Shares.

(ii) An unconditional agreement to sell B Shares will normally give rise to liability on the purchaser to

SDRT, at the rate of 0.5 per cent. of the actual consideration paid. If an instrument of transfer of the

B Shares is subsequently produced it will generally be subject to stamp duty at the rate of 0.5 per cent.

of the actual consideration paid (rounded up, to the nearest £5). When such stamp duty is paid within

six years of the date of the agreement, the SDRT charge will be cancelled and any SDRT already paid

will be refunded. Stamp duty and SDRT is generally the liability of the purchaser.

(iii) A disposal of B Shares to the Company will give rise to liability on the Company to SDRT, at the rate

of 0.5 per cent. of the actual consideration paid. If an instrument of transfer of the B Shares is

subsequently produced it will generally be subject to stamp duty at the rate of 0.5 per cent. of the

actual consideration paid (rounded up, to the nearest £5). This liability to stamp duty will be the

liability of the Company.
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(iv) For the avoidance of doubt, a sale of B Shares under the Initial Purchase Offer, a Final Purchase Offer

or a disposal to the Company will not give rise to any liability to stamp duty or SDRT for the selling

Shareholder.
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Part 9

Additional Information

1 The Company

The Company was incorporated and registered in England and Wales on 15 July 1914 under the Companies

Acts 1908 and 1913 with registered number 137013.

The registered office of the Company, and the business address of all of the Directors, is 765 Finchley Road,

London NW11 8DS.

2 Working capital

In the opinion of the Company, taking into account bank and other facilities available to the Smiths Group,

and on the assumption that the Return of Cash is implemented in full, the Smiths Group has sufficient

working capital for its present requirements, that is for at least 12 months from the date of this document.

3 Directors’ and other interests

(a) At the close of business on 14 May 2007 (being the latest practicable date prior to the posting of this

document), the interests of the Directors in the issued ordinary share capital of the Company (all of

which are beneficial unless otherwise stated) as notified to the Company in accordance with Rule

3.1.2R of the Disclosure and Transparency Rules (and shares under option) were as follows:

Number of shares
Percentage of under option and

Number of issued share conditional share
Name shares capital awards

Directors
Donald Brydon 12,000 < 0.01% –

Keith Butler-Wheelhouse 601,098 0.10% 858,286

John Langston 169,236 0.03% 390,044

David Lillycrop 120,935 0.02% 395,892

David Challen 2,000 < 0.01% –

Stuart Chambers 2,000 < 0.01% –

Peter Jackson – – –

Sir Kevin Tebbit – – –

(b) Save as disclosed in paragraph 3 (a) above, none of the Directors has any interest, beneficial or non-

beneficial, in the share capital of the Company or any of its subsidiaries.

(c) As at the close of business on 14 May 2007 (the latest practicable date prior to the posting of this

document), the total voting rights attributable to the issued ordinary share capital of the Company was

576,403,298 and the following persons have notified the Company in accordance with Rule 5 of the

Disclosure and Transparency Rules that they hold 3 per cent. or more of the voting rights attributable

to the issued ordinary share capital of the Company:

Percentage of 
Shareholder Number of shares voting rights

Franklin Resources, Inc. 33,426,838 5.8%

Cater Allen International Ltd 29,259,140 5.1%

Newton Investment Management Ltd 28,610,089 5.0%

Barclays PLC 20,374,909 3.5%

Legal & General Group plc 19,713,681 3.4%

Credit Suisse Securities (Europe) Ltd 17,402,054 3.0%

LR 13.7.1 (2) (d)

I 18.1

LR 13.7.1 (2) (c)

I 17.2

LR 13.7.1 (2) (f)

III 3.1

37



(d) Save as disclosed in paragraph 3(c) above, the Company is not aware of any person who is interested

in three per cent. or more of the voting rights attributable to the issued share capital of the Company.

(e) The Company is not aware of any person who exercises, or could exercise, directly or indirectly,

jointly or severally, control over the Company.

4 Trend information

The Group’s interim results for the period ended 3 February 2007 showed increased sales of £1,021 million

compared with £1,007 million in the comparative period to 31 January 2006. Although demand for the

Group’s products does not tend to be seasonal, the Group deals with a number of governmental organisations

whose patterns of demand may be affected by budgetary periods which do not coincide with those of the

Group. As a result of these, the Group would usually expect total revenue for the second half of the financial

year to be higher than the first half. Reported results incorporate results from overseas territories which are

translated into sterling; the current trend for the US$ compared with £ sterling is likely to affect the reported

results for the current year.

5 No significant change

Except for the completion of the sale of Smiths Aerospace as announced on 4 May 2007 and referred to on

page 3 of this document, there has been no significant change in the financial or trading position of the Group

since 3 February 2007, the date to which the Company’s latest interim results were prepared.

6 Summary of the rights and restrictions attaching to the New Ordinary Shares

The rights and restrictions attaching to the New Ordinary Shares will be substantially the same as those

attaching to the Existing Ordinary Shares, in accordance with the Articles of Association as amended if the

relevant resolution is passed at the EGM and Listing becomes effective. These may be summarised, as

regards income, return of capital and voting, as follows:

Income: The holders of the New Ordinary Shares shall be entitled, subject to the rights of any person entitled

to shares with special rights as to dividend, to the profits of the Company available for distribution and

resolved to be distributed, in proportion to the number of New Ordinary Shares held by them and the

amounts paid up or credited as paid up on them. Any dividend payable on the New Ordinary Shares which

has remained unclaimed for 12 years from the date when it became due for payment shall be forfeited and

shall cease to remain owing by the Company.

Capital: On a winding-up, the balance of the assets available for distribution, subject to any special rights

attached to any other class of shares, shall be paid to the holders of New Ordinary Shares in proportion to

the numbers of New Ordinary Shares held by them and the amounts paid up or credited as paid up on such

New Ordinary Shares.

Voting: Subject to the restrictions contained in the Articles of Association, every holder of New Ordinary

Shares present in person or (being a corporation) is present by a duly authorised representative, not being

himself a member, shall on a show of hands have one vote, and every such holder present in person or by

proxy shall on a poll have one vote for every New Ordinary Share of which he is the holder.

7 Form

The New Ordinary Shares and the B Shares are not renounceable and will be transferable by an instrument

of transfer in usual or common form. The New Ordinary Shares and the B Shares will be in registered form.

The Company will apply for the New Ordinary Shares and the B Shares to be admitted to CREST with effect

from Listing. Accordingly, settlement of transactions in the New Ordinary Shares and the B Shares may take

place within the CREST system in respect of general market transactions.
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8 CREST

In order to facilitate the B Share Alternative elections, the B Shares will, for the purposes of settlement in

CREST only, be designated as ‘interim B Shares’ under the ISIN GB00B1WY2221 for the period from the

Listing (18 June 2007) until the B Share Record Date (21 June 2007). During this period, CREST holders

will have their accounts credited with ‘interim B Shares’ to allow them to elect electronically through the

CREST system.

On 25 June 2007 those CREST holders who have elected to retain B Shares (pursuant to Alternative 3) will

have their CREST accounts credited with those ‘B Shares’ under the new ISIN GB00B1WY1Z87.

If the Existing Ordinary Shares to which any election made on the enclosed Election Form relates are

currently held in certificated form and are subsequently dematerialised into CREST before 5.00 p.m on

15 June 2007 (or such later time and/or date as the Directors may determine), any instruction given by the

submission of an Election Form will become ineffective. Shareholders who subsequently hold their B Shares

in CREST will need to submit a valid TTE instruction in place of the submitted Election Form by 3.00 p.m.

on 21 June 2007.

If the Existing Ordinary Shares to which any TTE instruction relates are currently held in CREST and are

subsequently rematerialised into certificated form before 5.00 p.m. on 15 June 2007 (or such later time

and/or date as the Directors may determine), any TTE instruction given will become ineffective.

Shareholders who subsequently hold their B Shares in certificated form will need to submit a valid Election

Form bearing details of the new shareholding account by 3.00 p.m. on 21 June 2007. Election Forms can be

obtained by telephoning Lloyds TSB Registrars on 0870 240 7974 (or if calling from outside the United

Kingdom +44 1903 276338) between 8.30 a.m. and 5.30 p.m. on any Business Day.

9 Electing in CREST

Electing for Alternative 1 (Single B Share Dividend)

Shareholders who hold B Shares in CREST who wish to elect for Alternative 1 (Single B Share Dividend)

need take no action. CREST holders who do not return a TTE instruction will automatically receive the

Single B Share Dividend payment on all of their B Shares.

Electing for Alternative 2 (Initial Purchase Offer)

Shareholders who hold interim B Shares in CREST who wish to elect for Alternative 2 (Initial Purchase

Offer) should use the following procedure after their CREST accounts have been credited on 18 June 2007

(or such other date as the Directors may determine). The prescribed form of election is a TTE instruction

which, on its settlement, will have the effect of crediting a stock account of Lloyds TSB Registrars under the

participant ID and member account ID specified below, with the number of interim B Shares to be purchased.

The TTE instruction must be properly authenticated in accordance with CRESTCo’s specifications and must

contain, in addition to the other information that is required for settlement in CREST, the following details:

(i) the number of interim B Shares to which the election relates;

(ii) the participant ID of the holder of the interim B Shares;

(iii) the member account ID of the holder of the interim B Shares from which interim B Shares are to be

debited;

(iv) the participant ID of Lloyds TSB Registrars. This is 2RA38;

(v) the member account ID of Lloyds TSB Registrars. This is SMITHS01;

(vi) the ISIN of the interim B Shares. This is GB00B1WY2221;

(vii) the Intended Settlement Date. This must be by 3.00 p.m. on 21 June 2007;
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(viii) the corporate action number. This is allocated by CRESTCo and can be found by viewing the relevant

corporate action details in CREST; and

(ix) input with standard delivery instruction priority of 80.

In order for an uncertificated election to be valid, the TTE instruction must comply with the requirements as

to authentication and contents set out above and must settle by 3.00 p.m. on 21 June 2007.

CREST members and (where applicable) their CREST sponsors should note that the last time at which a TTE

instruction may settle is 3.00 p.m. on 21 June 2007.

Electing for Alternative 3 (Retention of B Shares)

Shareholders who hold B Shares in CREST who wish to elect for Alternative 3 (Retention of B Shares)

should use the following procedure after their CREST accounts have been credited on 15 June 2007 (or such

other date as the Directors may determine). The prescribed form of election is a TTE instruction which, on

its settlement, will have the effect of crediting a stock account of Lloyds TSB Registrars under the participant

ID and member account ID specified below, with the number of B Shares to be retained.

The TTE instruction must be properly authenticated in accordance with CRESTCo’s specifications and must

contain, in addition to the other information that is required for settlement in CREST, the following details:

(i) the number of interim B Shares to which the election relates;

(ii) the participant ID of the holder of the interim B Shares;

(iii) the member account ID of the holder of the interim B Shares from which interim B Shares are to be

debited;

(iv) the participant ID of Lloyds TSB Registrars. This is 2RA38;

(v) the member account ID of Lloyds TSB Registrars. This is SMITHS02;

(vi) the ISIN of the interim B Shares. This is GB00B1WY2221;

(vii) the Intended Settlement Date. This must be by 3.00 p.m. on 21 June;

(viii) the corporate action number. This is allocated by CRESTCo and can be found by viewing the relevant

corporate action details in CREST; and

(ix) input with standard delivery instruction priority of 80.

In order for an election to be valid, the TTE instruction must comply with the requirements as to

authentication and contents set out above and must settle by 3.00 p.m on 21 June 2007.

CREST members and (where applicable) their CREST sponsors should note that the last time at which a TTE

instruction may settle is 3.00 p.m. on 21 June 2007.

10 Purchase Offers

The following agreements have been entered into, or are intended to be entered into, in respect of the Initial

Purchase Offer and, in the case of the Put Option Agreement, any Final Purchase Offer:

By the Purchase Offer Deed, JPMorgan Cazenove has agreed that if the Company serves upon JPMorgan

Cazenove by no later than 6.00 p.m. on 22 June 2007 (or such later time and/or date as JPMorgan Cazenove

and the Company may agree) a notice requiring JPMorgan Cazenove to make the Initial Purchase Offer it

will, by means of an announcement on the Regulatory Information Service, make an offer to purchase the B

Shares in respect of which elections have been made for Alternative 2 (Initial Purchase Offer), in the manner

and on the terms set out in this document and the Election Form. The obligation of JPMorgan Cazenove to

make the Initial Purchase Offer is conditional, inter alia, upon the satisfaction or waiver by JPMorgan

Cazenove of a number of conditions including: the passing of resolution 1 to be proposed at the EGM
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without amendment; the execution by the Company of the Put Option Agreement referred to below and

compliance by the Company and the escrow agent with the terms of the Escrow Agreement referred to

below; Listing having occurred and the B Shares having been admitted to CREST; there being nothing that

would make the purchase by the Company pursuant to the Put Option Agreement of the B Shares elected to

the Initial Purchase Offer unlawful; and JPMorgan Cazenove not having exercised its right to terminate its

obligations on the occurrence of certain events. No fee is payable by the Company to JPMorgan Cazenove

pursuant to the Purchase Offer Deed.

If resolution 1 is passed at the EGM, the Company intends to execute the Put Option Agreement which will

grant to JPMorgan Cazenove the right to require the Company to purchase the B Shares acquired by

JPMorgan Cazenove under the Initial Purchase Offer, or any Final Purchase Offer (acknowledging that

JPMorgan Cazenove is under no obligation to make any such Final Purchase Offer). The amount payable by

the Company to JPMorgan Cazenove upon exercise by JPMorgan Cazenove of its rights under the Put Option

Agreement in respect of the B Shares acquired pursuant to the Initial Purchase Offer, will be 365 pence per

B Share (plus an amount equal to the total stamp duty and stamp duty reserve tax, if any, paid by JPMorgan

Cazenove in respect of the Initial Purchase Offer). In respect of any Final Purchase Offer as referred to

above, JPMorgan Cazenove may require the Company to pay an amount equal to the amount paid by

JPMorgan Cazenove for each B Share so purchased, which is expected to be 365 pence per B Share (plus an

amount equal to the total stamp duty and stamp duty reserve tax, if any, paid by JPMorgan Cazenove in

respect of such similar offer). No fee is payable by the Company to JPMorgan Cazenove pursuant to the Put

Option Agreement.

By the Escrow Agreement, the Company has agreed to transfer into an escrow account, an amount of 365

pence for each B Share in respect of which an election for the Initial Purchase Offer has been validly made.

The funds held in this account can be used to pay JPMorgan Cazenove if, as expected, JPMorgan Cazenove

exercises its right to require the Company to purchase from it the B Shares acquired by JPMorgan Cazenove

under the Initial Purchase Offer. Any balance of the account will be returned to the Company following such

payment.

11 Consents

JPMorgan Cazenove and Credit Suisse have each given and not withdrawn their respective written consents

to the inclusion in this document of the references to their names in the form and context in which they

appear.

12 Documents available for inspection

Copies of the following documents may be inspected at the registered office of Smiths and at the offices of

Allen & Overy LLP, One Bishops Square, London E1 6AO during usual business hours on any weekday

(public holidays excepted) until the conclusion of the EGM:

(i) the Memorandum and Articles of Association of Smiths;

(ii) the draft of the proposed new Articles of Association;

(iii) the consent letters referred to in paragraph 11 of this Part 9;

(iv) the proposed contract between the Company and JPMorgan Cazenove referred to in paragraph (e) of

resolution 1 of the notice of EGM (being the Put Option Agreement); and

(v) this document.

LR 13.8.10 (2) (a)

and (b)

LR 13.3.1 (10)
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Part 10

Definitions

“Articles of Association” the articles of association of the Company 

“B Share Alternatives” the alternatives of the Single B Share Dividend, the Initial Purchase

Offer or the Retention of B Shares

“B Share Continuing Dividend” the non-cumulative preferential dividend payable in relation to each

B Share at a rate of 75 per cent. of 12 month LIBOR on the amount

of 365 pence per B Share

“B Shares” non-cumulative preference shares of one pence each in the capital

of the Company

“B Share Record Date” 4.30 p.m. on 21 June 2007

“Business Day” a day (other than a Saturday, Sunday or public holiday) on which

pounds sterling deposits may be dealt in on the London inter-bank

market and commercial banks are open for general business in

London

“Capital Reorganisation” the reorganisation of the Company’s share capital comprising the

issue of B Shares and the Share Capital Consolidation

“Companies Act” the Companies Act 1985, as amended, to the extent still in force at

the date of this document and/or the Companies Act 2006 to the

extent in force at the date of this document, as the context requires

“Credit Suisse” Credit Suisse Securities (Europe) Limited

“CREST” the relevant system (as defined in the Uncertificated Securities

Regulations 2001) in respect of which CRESTCo Limited is the

Operator (as defined in such regulations)

“CRESTCo” CRESTCo Limited, the Operator of CREST

“CREST Proxy Instruction” a properly authenticated CREST message appointing and

instructing a proxy to attend and vote in the place of the Shareholder

at the Extraordinary General Meeting and containing the

information required to be contained therein by the CREST Manual

“Daily Official List” the official list maintained by the UK Listing Authority for the

purposes of Part VI of FSMA

“Deferred Shares” the unlisted deferred shares, the rights and restrictions of which are

set out in Part 6 of this document

“Directors” or “Board” the directors of Smiths

the disclosure and transparency rules made by the Financial

Services Authority in exercise of its function as competent authority

pursuant to Part VI of FSMA 

“Election Form” the form enclosed with this document by which a Shareholder may

elect for the B Share Alternatives

“Election Period” the period from 16 May 2007 until 4.30 p.m on 21 June 2007,

during which time Shareholders may make elections pursuant to the

B Share Alternatives

“Disclosure and Transparency
Rules”
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“Escrow Agreement” the agreement dated 15 May 2007 between the Company, JPMorgan

Cazenove, the escrow agent and the Company’s registrar relating to

the Initial Purchase Offer

“Existing Ordinary Shares” issued ordinary shares of 25 pence each in the capital of the

Company existing prior to the Capital Reorganisation

the extraordinary general meeting of the Company to be held at

JPMorgan Cazenove Limited, 20 Moorgate, London EC2R 6DA at

10.00 a.m. on 11 June 2007

“Final Purchase Offer” an offer expected to be made by JPMorgan Cazenove, acting as

principal, to purchase B Shares on or around 17 April 2008 (or such

other date as the Directors may determine)

“Form of Proxy” the form of proxy enclosed with this document, for use by

Shareholders in connection with the EGM

“FSMA” the Financial Services and Markets Act 2000 and all regulations

promulgated thereunder from time to time

“Initial Purchase Offer” the initial offer by JPMorgan Cazenove, acting as principal, to

purchase B Shares on 25 June 2007 (or such other date as the

Directors may determine)

“ISIN” International Security Identification Number

“JPMorgan Cazenove” JPMorgan Cazenove Limited and its affiliates, as the context may

require

“JPMorgan Cazenove Group” JPMorgan Cazenove and JP Morgan Chase & Co. and its

subsidiaries and subsidiary undertakings

“ LIBOR” the rate for 12 month deposits in pounds sterling which appears on

the display designated as page ISDA on Reuters (or such other page

or service as may replace it for the purpose of displaying London

inter-bank offered rates of leading banks for pounds sterling

deposits as determined by the Company), at or about 11.00 a.m.

(London time) on the first Business Day of each B Share

Calculation Period

“Listing” the admission of B Shares and New Ordinary Shares to the Daily

Official List becoming effective in accordance with the Listing

Rules and the admission to trading of such shares on the London

Stock Exchange’s main market for listed securities becoming

effective in accordance with the rules of the London Stock

Exchange

“Listing Rules” the listing rules made by the Financial Services Authority in

exercise of its functions as competent authority pursuant to Part VI

of FSMA

“London Stock Exchange” London Stock Exchange plc

“New Ordinary Shares” following the Capital Reorganisation, the new ordinary shares of

37.5 pence each in the capital of the Company

Existing Ordinary Shares or New Ordinary Shares, as the context

may require

“Proposals” the proposed Return of Cash and related matters set out herein

“Ordinary Shares” or “Smiths
Shares”

“Extraordinary General Meeting”
or “EGM”
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“Purchase Offer” the Initial Purchase Offer or a Final Purchase Offer, as the context

may require

“Purchase Offer Deed” the deed dated 15 May 2007 between the Company and JPMorgan

Cazenove in respect of the Initial Purchase Offer

“Put Option Agreement” the agreement expected to be entered into between the Company

and JPMorgan Cazenove on or before 24 June 2007 requiring the

Company to purchase the B Shares acquired by JPMorgan

Cazenove under the Initial Purchase Offer (and any Final Purchase

Offer, if made)

“Record Date” 5.00 p.m. on 15 June 2007 (or such other time or date as the

Directors may determine)

“Restricted Territories” the United States, Canada, Australia and New Zealand

“Retention of B Shares” the retention of B Shares after 25 June 2007

“Return of Cash” the transaction comprising the Capital Reorganisation and the B

Share Alternatives

“Share Capital Consolidation” the consolidation and subdivision of the Existing Ordinary Shares

in the manner set out in paragraphs (c) and (d) of resolution 1 in the

notice convening the EGM set out at the end of this document

“Shareholders” holders of Existing Ordinary Shares, New Ordinary Shares and/or B

Shares, as the context may require

“Single B Share Dividend” the non-cumulative, preferential dividend of 365 pence per B Share

“Smiths” or “Company” Smiths Group plc

“Smiths Aerospace” Smiths Aerospace Group Limited, a company incorporated in

England and Wales with registered number 05138145, and whose

registered office is at 765 Finchley Road, London NW11 8DS,

including its subsidiary undertakings at 4 May 2007, Smiths’

Canadian aerospace business and the benefit of certain contracts

relating to Smiths’ aerospace business

“Smiths Group” Smiths and its subsidiary undertakings as at the date of this

document

“Smiths Group Share Schemes” the Smiths Group Sharesave Scheme, the Smiths Industries 1995

Executive Share Option Scheme, the Smiths Industries Senior

Executive Deferred Share Scheme, Smiths Group Performance

Share Plan, the Smiths Group Co-Investment Plan, the TI Group

(1994) Savings Related Share Options Scheme, the TI Group

(1990) Executive Share Option Scheme and the TI Group 1999

Executive Share Option Scheme

“TTE instruction” a transfer to escrow instruction (as defined in the CREST Manual)

“United Kingdom” or “UK” the United Kingdom of Great Britain and Northern Ireland

“US” or “United States” the United States of America
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Part 11

Notice of Extraordinary General Meeting

SMITHS GROUP PLC
(the “Company”)

(Registered in England and Wales with company number 137013)

Notice of Extraordinary General Meeting

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the Company will be held at

JPMorgan Cazenove Limited, 20 Moorgate, London EC2R 6DA at 10.00 a.m. on 11 June 2007, to consider

and, if thought fit, pass the following resolutions, of which resolutions 1 and 2 will be proposed as special

resolutions and resolution 3 will be proposed as an ordinary resolution:

Resolution 1:

THAT, conditional on the admission to the Daily Official List of the UK Listing Authority and to trading on

the London Stock Exchange plc’s main market for listed securities becoming effective (‘Listing’) by

8.00 a.m. on 18 June 2007 (or such later time and/or date as the Directors of the Company may determine)

of non-cumulative preference shares of one pence each (the ‘B Shares’) and ordinary shares of one pence

each (the ‘New Ordinary Shares’), each of such class of shares having the rights and being subject to the

restrictions set out in the Articles of Association of the Company as proposed to be amended pursuant to

paragraph (f) below:

(a) the authorised share capital of the Company be and is hereby increased from £200 million to £206

million by the creation of 600 million B Shares of one pence each;

(b) the Directors be and are hereby authorised to capitalise a sum not exceeding £6 million standing to

the credit of the Company’s share premium account and to appropriate such sum to the members of

the Company by applying such sum in paying up in full the number of B Shares stated in paragraph

(a) above and are hereby authorised pursuant to Section 80 of the Companies Act 1985 (as amended)

(the ‘Companies Act’) to allot and issue such B Shares credited as fully paid up, up to an aggregate

nominal amount of £6 million, to the holders of the ordinary shares of 25 pence each in the Company

(the ‘Existing Ordinary Shares’) on the basis of one B Share for each Existing Ordinary Share held

and recorded on the register of members of the Company at 5.00 p.m. on 15 June 2007 (or such other

time and/or date as the Directors may determine), provided that the authority hereby conferred shall

expire at the conclusion of the Annual General Meeting of the Company to be held in 2008 or the date

that is 15 months from the date of the passing of this resolution, whichever is the earlier;

(c) each Existing Ordinary Share as shown in the register of members of the Company at 5.00 p.m. on

15 June 2007 (or such other time and/or date as the Directors may determine) be and is hereby

subdivided into two shares of 12.5 pence each and forthwith upon such subdivision every three shares

of 12.5 pence each resulting from such subdivision be and are hereby consolidated into one New

Ordinary Share, PROVIDED THAT no member shall be entitled to a fraction of a share and all

fractional entitlements arising out of such subdivision or consolidation shall be aggregated into New

Ordinary Shares and the whole number of New Ordinary Shares so arising sold and the net proceeds

of sale in excess of £1 distributed in due proportion (rounded down to the nearest penny) among those

members who would otherwise be entitled to such fractional entitlements and any proceeds of sales

not exceeding £1 be retained by the Company and donated to a charity of the Company’s choice;

(d) following the capitalisation issue referred to in paragraph (b) above and the subdivision and

consolidation referred to in paragraph (c) above, each authorised but unissued Existing Ordinary

Share (up to such number as will result in the maximum whole number of New Ordinary Shares, with

any balance remaining unconsolidated) be and is hereby subdivided into two shares of 12.5 pence
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each and forthwith upon such subdivision every three shares of 12.5 pence each resulting from such

subdivision be and are hereby consolidated into one New Ordinary Share provided that the balance of

the unconsolidated Existing Ordinary Shares shall immediately thereafter be cancelled in accordance

with section 121(2)(e) of the Companies Act and the amount of the Company’s authorised but

unissued share capital shall be diminished accordingly;

(e) the terms of the proposed contract between: (1) JPMorgan Cazenove Limited (‘JPMorgan
Cazenove’) and (2) the Company under which JPMorgan Cazenove will be entitled to require the

Company to purchase B Shares from it (a draft of which is produced to the meeting and signed for the

purposes of identification by the Chairman) be and are hereby approved and authorised for the

purposes of Section 165 of the Companies Act and otherwise but so that such approval and authority

shall expire 18 months from the date of the passing of this resolution; and

(f) the draft of the proposed new Articles of Association set out in the document produced to the meeting

(and signed for the purpose of identification by the Chairman) be adopted in substitution for, and to

the exclusion of, all existing Articles of Association.

Resolution 2:

THAT, subject to the passing of resolution 1 and such resolution becoming unconditional in accordance with

its terms, and in accordance with Article 11 of the Articles of Association of the Company, the Company is

hereby generally and unconditionally authorised to make market purchases (within the meaning of Section

163 of the Companies Act 1985) of ordinary shares of 37.5 pence each in the capital of the Company

(‘ordinary shares’) on such terms and in such manner as the directors of the Company may determine

provided that:

(a) the maximum number of ordinary shares hereby authorised to be purchased is 38,426,886;

(b) the minimum price which may be paid for an ordinary share is 37.5 pence per ordinary share;

(c) the maximum price which may be paid for an ordinary share shall not be more than the higher of five

per cent. above the average middle market quotations for an ordinary share as derived from the

London Stock Exchange Daily Official List, for the five business days immediately preceding the day

on which the ordinary share is purchased and the amount stipulated by Article 5(1) of the Buy-back

and Stabilisation Regulation 2003;

(d) the authority hereby conferred shall expire at the conclusion of the next Annual General Meeting of

the Company or, if earlier, 11 September 2008; and

(e) the Company may make a contract to purchase ordinary shares under the authority hereby conferred

prior to the expiry of such authority which will or may be executed wholly or partly after the expiry

of such authority and may make a purchase in pursuance of any such contract.
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Resolution 3

THAT:

(a) pursuant to paragraph 10(2) of Schedule 5 of the Companies Act 2006, and without prejudice to the

existing provisions of the Articles of Association of the Company, the Company may send or supply

documents or information to members by making them available on a website; and

(b) the Company may use electronic means (within the meaning of the Disclosure and Transparency

Rules published by the Financial Services Authority) to send or supply documents or information to

members.

By Order of the Board

David Lillycrop

Director and Secretary

Registered office:

765 Finchley Road

London NW11 8DS

16 May 2007

Notes

1. A member entitled to attend and vote at the extraordinary general meeting (“EGM”) may appoint a proxy (who need not be

a member of the Company) to attend and, on a poll, to vote on his or her behalf. In order to be valid, an appointment of proxy

must be returned by one of the following methods:

(i) in hard copy form using the reply-paid envelope provided or otherwise by post (in which case postage will be

payable), by courier or by hand to the Company’s registrars, Lloyds TSB Registrars, The Causeway, Worthing, West

Sussex BN99 6DA;

(ii) in the case of CREST members, by utilising the CREST electronic proxy appointment service in accordance with the

procedures set out below; or

(iii) by appointing and registering his proxy vote electronically by visiting the website www.sharevote.co.uk (the on-

screen instructions will give details on how to complete the appointment and voting process),

and in each case must be received by the Company not less than 48 hours before the time of the meeting.

2. (a) CREST members who wish to appoint a proxy or proxies by utilising the CREST electronic proxy appointment

service may do so by utilising the procedures described in the CREST Manual. CREST Personal Members or other

CREST sponsored members, and those CREST members who have appointed a voting service provider(s), should

refer to their CREST sponsor or voting service provider(s), who will be able to take the appropriate action on their

behalf.

(b) In order for a proxy appointment made by means of CREST to be valid, the appropriate CREST message (a “CREST

Proxy Instruction”) must be properly authenticated in accordance with CRESTCo’s specifications and must contain

the information required for such instructions, as described in the CREST Manual. The message, regardless of

whether it relates to the appointment of a proxy or to an amendment to the instruction given to a previously appointed

proxy must, in order to be valid, be transmitted so as to be received by the issuer’s agent (ID 7RA01) by the latest

time(s) for receipt of proxy appointments specified in the notice of meeting. For this purpose, the time of receipt will

be taken to be the time (as determined by the timestamp applied to the message by the CREST Applications Host)

from which the Issuer’s agent is able to retrieve the message by enquiry to CREST in the manner prescribed by

CREST.

(c) The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of

the Uncertificated Securities Regulations 2001.

(d) CREST members and, when applicable, their CREST sponsors or voting service providers should note that

CRESTCo does not make available special procedures in CREST for any particular messages. Normal systems

timings and limitations will therefore apply in relation to the input of CREST Proxy Instructions. It is the

responsibility of the CREST member concerned to take (or, if the CREST member is a CREST personal member or

sponsored member or has appointed a voting provider(s), to procure that his CREST sponsor or voting service

provider(s) take(s)) such action as shall be necessary to ensure that a message is transmitted by means of the CREST

System by any particular time. In this connection, CREST members, and where applicable, their CREST sponsors or
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voting service providers are referred, in particular, to those sections of the CREST Manual concerning practical

limitations of the CREST system and timings.

3. Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, in order to be able to attend and vote at the EGM

or any adjourned meeting, (and also for the purposes of calculating how many votes a person may cast), a person must have

his/her name entered on the register of members of the Company by 6.00 p.m. (London time) on 9 June 2007 (or 6.00 p.m.

on the date two days before any adjourned meeting). Changes to entries on the register of members after this time shall be

disregarded in determining the rights of any person to attend or vote at the meeting.

4. Shareholders who return the Form of Proxy or register the appointment of a proxy electronically will still be able to attend

the EGM and vote in person if they so wish.
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