
+

EFFICIENT OPER ATING MODEL
SMI T H S E XCEL L ENCE S Y S T EM

COMPE TITI V ELY A DVA NTAGED
T ECHNOL O GY DIF F EREN T I AT ION

RE SILIENT,  
REPE ATA BLE RE V ENUE S

HIGH P R OP OR T ION OF  
A F T ERM A RK E T A ND SER V ICE S

TRUS TED PA RTNER S
HIGHER-VA LUE DIGI TA L LY  

EN A BL ED S OLU T ION S

INTEGRITY

RESPECT

OWNERSHIP

CUSTOMER FOCUS

PASSION

THE SMITHS WAY

SHARED OPER ATING MODEL  

OUR SHARED OPER ATING MODEL IS 
CENTRED ON PEOPLE, INNOVATION AND 
E XCELLENCE AND PROVIDE S A STRONG 
BA SE TO LE VER AGE OUR STRENGTHS AND 
MAKE THINGS HAPPEN BE T TER, FA STER 
AND MORE COST-EFFECTIVELY.

INNOVATION
Innovation is in our DNA and drives our future 
success. Our Group-wide innovation framework 
fosters a disciplined future-focused culture aligned 
with our purpose and strategy. This helps us 
translate our expertise and insight into new ways of 
working, products, services and business models.

E XCELLENCE
We aim for consistent and flawless execution, 
collaborating across internal and external networks 
and leveraging our continuous improvement 
environment to deliver quality and value. The 
Smiths Excellence System is embedded into our 
operations and functions and enables one language 
for excellence at Smiths that advances capabilities 
across our six SES pillars: Customer, People, 
Technology, Programme, Production and Supply.

PEOPLE
Our people are vital to the success of Smiths. We 
work to attract, retain, develop, engage and inspire 
exceptional people and help them thrive. We keep 
them safe, nurture their well-being and sense of 
belonging, and invest to grow their skills to create 
an agile and capable organisation.

OUR BUSINE SSE S  
SHARE THE SAME  
FOUR CHAR ACTERISTICS 
WHICH SHAPE HOW WE 
CRE ATE VALUE.

UNDERPINNED BY THE 
SMITHS VALUE S AND OUR 
COMMITMENT TO DOING 
BUSINE SS RE SPONSIBLY 
AND SUSTAINABLY.
 
Our values and our commitment to doing 
business responsibly are more than just words. 
They influence every decision and help to make 
Smiths a place where people want to work, an 
organisation that is valued, and one that people 
want to do business with.

OUR BUSINESS MODEL
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STRONG FINANCIAL 
FRAMEWORK 

OUR STRONG FINANCIAL 
FR AME WORK ENABLE S  
US TO FUND NE W 
PURPOSE-LED GROW TH

 TARGE TED BOLT-ON 
ACQUISITIONS TO E XPAND 

CORE POSITIONS, FILL 
PORTFOLIO GAP S, E XPLOIT 

NE W TECHNOLOGY AND 
ENTER NE W MARKE TS 

OR GEOGR APHIE S

 SOLUTIONS THAT ARE  
NE W TO THE MARKE T 

OR TO SMITHS AND 
DE SIGNED TO ACCELER ATE 

ORGANIC GROW TH

DRIVE S AND SUSTAINS 
VALUE FOR ALL OUR 
STAKEHOLDERS

PEOPLE
B E L O N G I N G  
S C O R E

69
FY2020: 70 
See page 31

My Say engagement 
survey: I feel a sense of 
belonging at Smiths

S A F E T Y  
R I R

0.38
FY2020: 0.30

Recordable incident  
rate per 100 colleagues

ENVIRONMENT AND 
COMMUNITIE S
G H G  
R E D U C T I O N

60%
Greenhouse gas  
reduction since  
FY2007

D I R E C T  E C O N O M I C 
C O N T R I B U T I O N

 £2.5bn
FY2020: £2.8bn

Employee costs + supplier 
costs + tax paid

B A S I C  H E A D L I N E  E P S 2  

93.1p
FY2020: 84.8p 

D I V I D E N D

37.7p
FY2020: 35.0p

CUSTOMERS AND  
SHAREHOLDERS
V I T A L I T Y  I N D E X 1

20% 
FY2020: 20%

revenue from new products

O T I F

73%
FY2020: 86%

On time in full

 INNOVATION IN OUR CORE 
PRODUCTS AND SERVICE S

£0.5bn
Total net investment in M&A  

over the last five years

£0.5bn1

Total investment in R&D  
over the last five  years

Figures above are for Total Group

1 Defined in note 30 to the Financial Statements.
2 Defined in note 5 to the Financial Statements.1 Continuing operations.
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OUR STRATEGY
We actively manage our portfolio of businesses, 
targeting growing markets where we can achieve 
a sustainable top-three leadership position, and 
maximising growth and accelerating strategic 
progress through organic investment and a 
disciplined approach to acquisitions and disposals.

We actively manage our portfolio of 
businesses. They operate in growing 
markets where we can achieve a 
sustainable top-three leadership position. 

Our objectives

Define our businesses

Focus on attractive markets

Maximise growth

What we said we would do in FY2021
– Continue with strategic intention to 

separate Smiths Medical
– Reassess the attraction of each of our 

end use markets and the position of our 
businesses within them

– Continue to invest in R&D and 
targeted capital expenditure to drive 
organic growth

– Use acquisitions and disposals to 
continue to shape the portfolio and 
enhance the position of our businesses 
in attractive markets

– Seek further growth opportunities 
in China and India

How we did in FY2021
– On 8 September 2021 we announced the 

sale of Smiths Medical to ICU Medical, 
Inc.

– Despite the uncertainty in some of our 
end use markets we preserved our 
commitment to organic investment in 
our businesses with capex of £62m and 
R&D spend at 3.9% of sales1

– We acquired PathSensors in August 
2020 and Royal Metal Products in 
February 2021. PathSensors enables 
Smiths Detection to re-enter the 
biological pathogen detection market. 
Royal Metal allows Flex-Tek to capitalise 
on the significant growth in the US 
construction market 

– Our businesses in China and India 
continue to develop well

Our businesses are aligned to key long-
term themes and trends in our global 
markets, and we are taking a collaborative 
approach to accelerating opportunities in 
these areas. 

We drive competitive advantage through 
focused deployment of technology, 
innovation and investment, creating 
long-term partnerships with customers, 
attracting and retaining the best talent, and 
focus performance execution through our 
shared operating model.  

Continued investment in revenue and 
margin growth is supported by our strong 
financial framework.

Following the recent appointment of Paul 
Keel as CEO, the Group’s future strategy 
is under review. The revised strategy and 
key priorities will be published at a capital 
markets day in November 2021.

Performance against  
FY2021 strategy

OUR BUSINESSES ARE ALIGNED TO KEY LONG-TERM 
THEMES AND TRENDS IN OUR GLOBAL MARKETS

EN V IRONMENTA L 
URGENCY

ENERGY EFFICIENCY

LOW ER EMIS SIONS

ENERGY 
TR A NSFORM ATION

A IR QUA LIT Y

WA S TE REDUCTION/ 
RE-USE / RECYCLE

S A FE TR AV EL

SECURE TR A DE

S A FE PEOPLE

SECURE PL ACE S

SM A RT CITIE S

EFFICIENT,  
CLE A NER PROCE S SE S

S A FE OPER ATIONS

EQUIPMENT RELI A BILIT Y

A S SE T LIFE 
M A X IMIS ATION

LIGHT W EIGHT  
M ATERI A L S

FA S TER /SE A MLE S S 
CONNECTI V IT Y

S ATELLITE  
A PPLICATIONS

PER SON A LISED 
INTEGR ATED MOBILIT Y 

SOLU TIONS

1 OUTPERFORM OUR 
CHOSEN M A RKE T S

1 Continuing Operations. Defined in note 30 to the 
Financial Statements.

OUR STRATEGY
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Our objective
Engage our people to drive  
the best performance

What we said we would do in FY2021
– Fundamental priority remains the health, 

safety and well-being of our colleagues 
and their families 

– Complete and implement findings from 
global benefits review

– Cross-divisional review of leadership 
talent pipeline for succession planning

– Continue to develop SES Academy 
programme, targeting 1,000 belted 
colleagues by the end of FY2022

– Continue to focus on colleague 
communication activities

How we did in FY2021
– Expanded Employee Assistance 

Programme to support all 
colleagues worldwide

– COVID-19 safety and support 
programmes remained in place

– Deployment of additional THRIVE 
programme well-being resources

– Cross-divisional alignment of core 
benefits in markets where possible

– Top 100 leader talent review

– Continued development of SES 
Academy programme

Our objective
Execute consistently

What we said we would do in FY2021
– Safety and zero-harm remain top priority
– Stress test supply chains and 

manufacturing footprint to ensure  
long-term resilience

– Refine operating model to optimise the 
delivery of global business services for 
maximum effectiveness

– Accelerate business performance using 
the SES framework across three pillars: 
customer and commercial; supply chain; 
and production and aftermarket

– Specific business projects/
problem solving

– Company-wide improvement projects

How we did in FY2021
– Safety incidents remain significantly 

below industry averages
– Continued weekly meetings of the 

Operations and Supply Nerve Centre 
(OSNC)

– Established SES Steering Committee for 
Aftermarket Excellence

– Implemented new manufacturing 
technology across the Group – including 
robotics and automation; additive 
manufacturing; visual and connected 
factory; remote working technology 
and AI. Many of these technologies are 
being deployed through Model Value 
Stream projects

– A globally unified approach to the 
security of our IT environment supported 
by global partnerships with external 
providers such as AT&T, Microsoft, 
and IBM

We maintain a strong financial 
framework by:
– Focusing the portfolio on sustainably 

competitive and asset-light businesses
– Delivering profitable growth with 

sustainable margins
– Maintaining balance sheet strength and 

investing with strong financial discipline

How we did in FY2021
– See Strong Financial Framework from 

page 20

We drive discernible, sustained competitive 
advantage through focused deployment 
of innovation and investment; attracting 
and retaining the best talent; and focus 
execution through deployment of our 
shared operating model and the Smiths 
Excellence System (SES).

Our objective
Innovate to exceed 
customer expectations

What we said we would do in FY2021
– Develop new future scenarios for 

customer demand and refine product 
and technology roadmaps

– Accelerate innovation and 
commercialisation via expansion of 
strategic partner network

– Continue to drive and build the culture of 
innovation throughout the organisation

– At the Smiths Digital Forge, focus on 
physical cybersecurity; embedded 
technology for wireless sensor 
networks; and augmented analytics 
capabilities in the cloud (see page 35)

– Seek sustained improvement 
in the Vitality Index through 
expanded capabilities

How we did in FY2021
– Completed climate risk and opportunity 

assessments and implemented 
recommendations throughout the Group

– Our FY2021-24 goals include a 
requirement for each division to 
incorporate Design for Sustainability 
Assessments into all new product 
development projects by the end 
of FY2022

– John Crane SenseTM condition-based 
seal monitoring technology is connected 
by a digital interface developed by the 
Smiths Digital Forge. Products being 
developed under the methane detection 
programme are also driven by 
technology developed by the Forge 
which will enable methane sensors to be 
deployed anywhere

– Design Thinking and AI training delivered  
through the SES Academy

– FY2021 Vitality Index1 was 20% for Total 
Group, in line with FY2020

Performance against FY2021 strategy continued

 READ MORE ON OUR STRONG 
FINANCIAL FRAMEWORK

STRONG FINANCIAL FRAMEWORK P20-23

            STRONG FINANCIAL 
FRAMEWORK3

       DELIVER WORLD-CLASS 
COMPETITIVENESS2

1 Defined in note 30 to the Financial Statements.
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STRONG FINANCIAL FRAMEWORK

Continuing Operations –  
excluding Smiths Medical 
Revenue 
Group revenue for continuing operations 
was down £(54)m or (2)%, on an underlying 
basis. The trend improved throughout the 
year, with first half underlying decline of 
(5)%, flat in the second half, and a return 
to growth in the final quarter. The Group’s 
performance was underpinned by its 
market-leading positions and high 
proportion of revenue derived from 
aftermarket activities.

Revenue declined (6)% on a reported 
basis, to £2,406m (FY2020: £2,548m). 
This included £(123)m of adverse foreign 
exchange translation, and +£35m from the 
acquisitions of Royal Metal Products LLC 
(Royal Metal) by Flex-Tek in February 2021 
and PathSensors Inc by Smiths Detection 
in August 2020.

Operating profit and margin 
The Group delivered strong profit 
conversion, with headline operating 
profit up +£24m or +7% on an underlying 
basis. Headline operating profit increased 
+14% on a reported basis, to £372m 
(FY2020: £327m). This included £(20)m 
of adverse foreign exchange translation, 
+£32m from lower year-on-year 
restructuring costs and write-downs, and 
+£9m from acquisitions.

Headline operating profit margin increased 
+140bps on an underlying basis, reflecting 
the benefits of the Group’s strategic 
restructuring programme and disciplined 
cost control. Headline operating profit 
margin increased +270bps on a reported 
basis to 15.5%. 

The £(46)m difference between headline 
operating profit of £372m and statutory 
operating profit of £326m is non-headline 
items as defined in note 3 of the financial 
statements. The largest constituents relate 
to amortisation of acquired intangible 
assets, asbestos litigation in John Crane, 
Inc and subrogation claims in Titeflex 
Corporation. Statutory operating profit of 
£326m was £85m higher than last year 
(FY2020: £241m), reflecting higher headline 
profit and lower non-headline charges.

FY2021

£2,406m
£(54)m£35m

£(123)m£2,548m

FY2020 FX Acquisitions
& disposals

Underlying
movement

£372m £(46)m
£326m£32m

£24m
£9m£(20)m£327m

FY2021
Headline

FY2021
Statutory

FY2020
Headline

FX Acquisitions
& disposals

Restructuring
and write-downs

Underlying
movement

Non-headline

RE VENUE

OPER ATING PROFIT

KPIs and alternative performance metrics (APMs) referred to throughout this section are defined  
in note 30 to the Financial Statements

STRONG FINANCIAL FRAMEWORK
A robust full year performance  
and an improving trend.
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Finance costs 
Headline finance costs of £(40)m 
(FY2020: £(49)m) were £9m lower than 
last year. This reflects the benefit of lower 
interest rates. Statutory finance costs 
were £(86)m (FY2020: £(108)m), mainly due 
to a £(50)m foreign exchange loss on an 
intercompany loan with Smiths Medical 
(FY2020: £(62)m); the matching credit in 
discontinued operations nets out to zero in 
Total Group earnings.

Taxation 
The Total Group headline effective 
tax rate was 27% (FY2020: 26%). 
The headline tax charge for the full year 
of £(96)m (FY2020: £(79)m) represents an 
effective tax rate of 29% for continuing 
operations (FY2020: 28%). The increase 
in rate is mainly attributable to profit 
mix. The equivalent effective tax rate 
for continuing operations in FY2022 is 
currently expected to be in the range of 
26-28%.

A non-headline tax credit of £13m 
(FY2020: £13m) on non-headline losses 
resulted in a statutory effective tax rate of 
35% (FY2020: 50%). Please refer to notes 
3 and 6 of the Financial Statements for 
further details. 

Organic investment 
Technology and innovation remain at the 
forefront of Smiths strategy and are key 
to driving future growth. To support this, 
the Group continues to invest in R&D and 
consistently seeks the best value from its 
investments. The income statement cost 
of R&D of £(83)m was marginally below 
prior year (FY2020: £(89)m). The cash 
cost decreased to £(94)m or 3.9% of sales 
(FY2020: £(119)m or 4.7%). We are focused 
on measuring the effectiveness of our 
investment in innovation and the Vitality 
Index, which measures the percentage 
of total revenue derived from products 
launched in the last three years, remained 
stable at 20% (FY2020: 20%).

Investment in capex of £(62)m 
(FY2020: £(67)m) has been protected 
and represents 1.2x depreciation and 
amortisation (FY2020: 1.2x). 

Portfolio 
The Group continues to enhance its 
strategic positioning through disciplined 
M&A. In February 2021, the Group acquired 
Royal Metal, a leading manufacturer of 
residential and light commercial HVAC 
products for $107m. Royal Metal is being 
successfully integrated into Flex-Tek. 
The acquisition complements the organic 
growth that Flex-Tek is already driving 
through the development of innovative 
air distribution products that support 
improved energy efficiency and indoor air 
quality. For more information, please see 
note 27 of the Financial Statements. 

Discontinued Operations – 
Smiths Medical 
On 8 September 2021, the Group 
announced the sale of Smiths Medical 
to ICU Medical, Inc. (ICU Medical) at an 
enterprise value of $2.7bn and an equity 
value of $2.4bn after adjustments for debt, 
liabilities and working capital.

At closing, the Group expects to receive 
$1.85bn in cash proceeds and 2.5m new 
ICU Medical shares, valued at $0.5bn at 
the time of announcement. The Group 
will receive an additional $0.1bn in cash, 
contingent on the future share price 
performance of ICU Medical. 

Completion and receipt of initial cash 
proceeds is expected in the first half of 
calendar year 2022, subject to approval 
by Smiths’ shareholders and customary 
regulatory approvals. The sale of 
Smiths Medical simplifies and positions 
Smiths for focused growth in our core 
industrial technology business and will 
enable a substantial return of capital 
to shareholders.

Headline profit after tax of £134m 
increased +5% on an underlying basis, 
reflecting restructuring actions and cost 
discipline. On a reported basis, headline 
profit after tax was down (4)% due to £(5)
m of adverse foreign exchange and £(5)m 
higher restructuring costs. 

Consistent with accounting standards 
for discontinued operations, depreciation 
and amortisation are not included in 
reported results for Smiths Medical. 
Depreciation and amortisation of 
£45m (FY2020: £45m) have, however, 
been included in the calculation of 
underlying measures.

The difference between statutory and 
headline profit after tax is £(6)m, which 
includes £(18)m of separation costs,  
£(61)m from the impairment of capitalised 
development costs and related assets, 
+£50m of foreign exchange gain on the 
intercompany loan with Smiths continuing 
group and +£23m of tax credit on these 
non-headline items.

Further detail on Smiths Medical’s 
performance can be found in the divisional 
section on page 68. 

Underlying revenue growth H1 H2 FY2021

John Crane (10)% 0% (5)%

Smiths Detection (6)% (8)% (7)%
Flex-Tek (1)% +13% +6%
Smiths Interconnect +11% +3% +7%

Continuing operations (5)% 0% (2)%

Operating margin H1 Reported 
H1 Underlying  

movement H2 Reported 
H2 Underlying  

movement FY Reported 
FY Underlying  

movement

John Crane 19.8% (130)bps 23.4% +270bps 21.6% +80bps

Smiths Detection 12.6% (240)bps 14.9% +370bps 13.7% +70bps
Flex-Tek 18.5% +20bps 19.7% +220bps 19.1% +110bps
Smiths Interconnect 11.2% +560bps 10.9% +350bps 11.2% +450bps

Continuing operations 14.4% (20)bps 16.4% +290bps 15.5% +140bps
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STRONG FINANCIAL FRAMEWORK 
CONTINUED

Debt
Net debt at 31 July 2021 was 
£1,018m, a decrease of £(123)m in the 
period. Headline EBITDA excluding 
restructuring costs for Total Group was 
£665m. Net debt to EBITDA was 1.5x 
(FY2020: 1.7x), 1.6x including restructuring 
costs (FY2020: 1.9x). 

Gross debt was £1,546m 
(FY2020: £1,609m). There are no covenants 
associated with this debt. The weighted 
average maturity was 3.2 years, with 
the next maturity due in October 2022. 
Cash balances increased to £453m 
(FY2020: £386m). 

An $800m (c.£576m at the period-end 
exchange rate) revolving credit facility 
(RCF) remains undrawn and matures 
in November 2024. The only financial 
covenant relates to interest cover, under 
which EBITDA must be greater than or 
equal to 3 times net interest. Taking cash 
and the RCF together, total liquidity was 
over £1bn at the end of the period.

High cash conversion and a conservative 
balance sheet are the foundations of our 
strong financial framework, ensuring we 
are well positioned to deliver sustainable, 
long-term shareholder value. 

Profit after tax and EPS 
Headline profit after tax increased by 
+9% on a reported basis. Headline basic 
EPS was up +8% on an underlying basis 
and +10% on a reported basis, driven 
by the strong operational performance. 
Statutory profit after tax increased 
by +7% to £285m (FY2020: £267m). 
Statutory basic EPS was also up +7% to 
71.7p (FY2020: 66.9p).  

Cash-flow
The Group delivered another year 
of impressive cash generation. 
Headline operating cash-flow was £630m 
(FY2020: £575m). Operating headline cash 
conversion was 125% (FY2020: 123%), 
or 122% excluding restructuring costs 
(FY2020: 112%). 

Free cash-flow of £383m (FY2020: £273m) 
increased by £110m, underpinned by 
tight management of both operating and 
non-operating cash-flows. Free cash-flow 
as a percentage of operating profit has 
now been added as a key performance 
measure to our long-term incentive 
programmes, to ensure closer alignment 
with shareholder interests.

Statutory net cash inflow from operating 
activities was £535m (FY2020: £429m). 
See note 29 to the financial statements for 
a reconciliation of headline operating  
cash-flow to statutory cash-flow. 

Restructuring costs 
The Group announced in FY2020 a strategic restructuring programme in support of its 
goal to deliver operating margins of 18-20%.

£m

FY2021  
restructuring 

P&L costs 

Total  
restructuring  

P&L costs
FY2021  

cash outflow
Total

Cash outflow

John Crane (4) (18) (8) (12)

Smiths Detection (6) (20) (10) (12)
Flex-Tek – (0) – (0)
Smiths Interconnect (10) (12) (5) (6)
Centre (1) (2) (1) (2)

Continuing operations (21) (52) (24) (32)

Smiths Medical (9) (13) – (4)

Total Group (30) (65) (24) (36)

In FY2020 Flex-Tek recorded £(2)m of restructuring for its commercial aerospace business which was accounted for in the 
non-headline integration costs of the United Flexible acquisition and the Group incurred £24m of write-downs which were 
included in headline operating profit (FY2021 – nil) in addition to the restructuring charges referenced above. 

The total cost of the programme was £(65)m; £(35)m in FY2020 and £(30)m in FY2021, 
with no further charges expected. The full annualised benefits of the programme are 
expected to be £70m from FY2022 onwards. These benefits are being delivered ahead 
of schedule, with £47m delivered in FY2021 for the Group (Continuing Operations: 
£40m; Smiths Medical: £7m). There are a further £23m of benefits to come in FY2022 
(Continuing Operations: £15m; Smiths Medical: £8m).

Total Group Pensions
The net accounting pension surplus 
increased to £413m (FY2020: £372m). 

Formal triennial valuations for the two 
main UK schemes (SIPS and TIGPS) 
were concluded in 2021. These showed a 
surplus existed for both on the Technical 
Provisions basis as at their respective 
valuation dates (31 March 2020 for 
SIPS and 5 April 2020 for TIGPS); and 
the funding on that basis for both has 
since improved. 

Given the strength of the funding 
positions, cash contributions to these 
schemes (previously £12m per annum 
to each scheme) are stopping in 
the first quarter of FY2022, and the 
current expectation is that they will 
not recommence.

The two main UK pension schemes 
and the US pension plan are well 
positioned to withstand a volatile market 
environment. They are well hedged 
against changes in interest and inflation 
rates. Approximately 90% of their assets 
are invested in third-party annuities, 
government bonds, investment grade 
credit or cash, with no remaining equity 
investments. As at 31 July 2021, over 40% 
of the UK liabilities had been de-risked 
through the purchase of annuities from 
third party insurers.

The Group and the UK Trustees continue 
to work together to achieve full buy-out 
funding for both schemes.

Pension contributions for the year were 
£(30)m (FY2020: £(33)m). For FY2022,  
we expect total cash contributions to 
halve to around £(15)m (including funded 
US schemes, unfunded schemes and 
post-retirement healthcare plans).

Smiths Group plc Annual Report FY202122



Dividend 
The Group maintains a progressive 
dividend policy, aiming to increase 
dividends in line with long-term underlying 
growth in earnings and cash-flow, with 
the objective of maintaining a minimum 
dividend cover of around 2 times. The policy 
enables us to retain sufficient cash-flow 
to finance investment in the drivers of 
growth and meet our financial obligations. 
In setting the level of dividend payments, 
the Board considers prevailing economic 
conditions and future investment plans.

Reflecting the Group’s strong performance 
and financial position, the Board is 
recommending a final dividend of 26.0p, 
bringing the total dividend for the year 
to 37.7p, a year-on-year increase of 8% 
(FY2020: 35.0p). The final dividend will be 
paid on 19 November 2021 to shareholders 
on the register at close of business on 
22 October 2021.

The Company offers a Dividend 
Reinvestment Plan (DRIP) – see our 
website for details. To participate in 
the DRIP, shareholders must submit 
their election notice to be received by 
5 November 2021 (the Election Date). 
Elections received after the Election 
Date will apply to dividends paid after 
19 November 2021. Purchases under 
the DRIP are made on, or as soon as 
practicable after, the dividend payment 
date and at prevailing market prices. 

Litigation 
Smiths Group faces different types 
of litigation in different jurisdictions. 
Please see below an update on the two 
significant litigation provisions. For more 
information, refer to note 23 of the 
Financial Statements. 

John Crane, Inc. litigation 
John Crane, Inc. (JCI) a subsidiary of 
the Group, continues to actively monitor 
the conduct and effect of its current and 
expected asbestos litigation, including 
the effective presentation of its ‘safe 
product’ defence, and intends to resist 
asbestos cases based on this defence. 
Approximately 305,000 claims against JCI 
have been dismissed before trial over the 
last 40 years. JCI is currently a defendant 
in cases involving approximately 22,000 
claims. Despite these large numbers of 
claims, since the inception of asbestos 
litigation against JCI it has had 149 cases 
and has had to pay awards amounting to 
approximately $175m.

At 31 July 2021, the aggregate provision 
for JCI asbestos litigation, including for 
adverse judgements and defence costs, 
amounted to £212m (FY2020: £231m) 
expressed at the then current exchange 
rate. In deciding upon the amount of the 
provision, JCI has relied on independent 
expert advice from a specialist. 

Titeflex Coporation litigation 
Titeflex Corporation, a subsidiary of 
the Group in the Flex-Tek division, has 
received a number of claims in recent 
years from insurance companies seeking 
recompense on a subrogated basis 
for the effects of damages allegedly 
caused by its flexible gas piping products 
being energised by lightning strikes. 
It has also received a number of product 
liability claims relating to this product, 
some in the form of purported class 
actions. Titeflex Corporation believes 
that its products are a safe and effective 
means of delivering gas when installed 
in accordance with the manufacturer’s 
instructions and local and national codes; 
however, some claims have been settled 
on an individual basis without admission 
of liability. 

The continuing progress of claims and the 
pattern of settlement, together with recent 
market-place activity, provide sufficient 
evidence to recognise a liability in the 
accounts. At 31 July 2021, a provision of 
£47m (FY2020: £66m) has been made for 
the costs which the Group expects to incur 
in respect of these claims. 

For the Group’s litigation provisions, 
because of the significant uncertainty 
associated with the future level of claims 
and of the costs arising out of the related 
litigation, there is no guarantee that the 
assumptions used to estimate the provision 
will result in an accurate prediction of the 
actual costs that may be incurred. 

Return on Capital Employed (ROCE) 
ROCE increased +140bps to 13.2% 
(FY2020: 11.8%). This reflects higher 
profitability during the period and 
continued working capital discipline.

Foreign exchange
The results of overseas operations 
are translated into sterling at average 
exchange rates. Net assets are translated 
at period-end rates. The Group is exposed 
to foreign exchange movements, mainly 
the US Dollar and the Euro. The principal 
exchange rates, expressed in terms of 
the value of sterling, are shown in the 
following table.

31 July 2021 
(12 months)

31 July 2020 
(12 months)

31 July 
2021

31 July  
2020

USD 1.36 1.26 1.39 1.31
EUR 1.13 1.14 1.17 1.11

Outlook 
Following a resilient performance in 
FY2021, the Group has entered FY2022 with 
good order book momentum. While levels 
of recovery in our end markets differ and 
economic uncertainty and supply chain 
challenges continue, Group underlying 
revenue growth rates are expected to 
return, in aggregate, to around pre-COVID 
levels with further operational efficiency 
benefits and good cash generation during 
the year.  

We are increasingly confident about 
Smiths’ future prospects and our 
ability to deliver significant value for all 
our stakeholders.

John Shipsey 
CHIEF FINANCIAL OFFICER 
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Ambition

Portfolio strength1

as measured by % revenue from top three positions

FY2019 >90%

90%FY2020

~90%FY2021 R E V E N U E  F R O M  T O P  
T H R E E  P O S I T I O N S  I N 
A T T R A C T I V E  M A R K E T S

90%+
We continuously review our portfolio of businesses to target  
top three leadership positions in attractive markets.
In FY2021, c.90% of our business continued to be well positioned.

Aftermarket and services
as measured by Aftermarket % of sales1

FY2019 49%

49%FY2020

50%FY2021 A F T E R M A R K E T  R E V E N U E

50%+
as a percentage of total revenue

Aftermarket is a core characteristic of a Smiths business.
In FY2021, aftermarket revenues represented  
50% of revenue, up slightly year-on-year.

Effective innovation
as measured by Vitality Index1

FY2019 13%

20%FY2020

20%FY2021 R E V E N U E  F R O M  N E W 
P R O D U C T S

~20%
as a percentage of total revenue

We are focused on measuring the effectiveness  
of our investment  in innovation
In FY2021, Vitality Index remained stable at 20%. This included revenues 
generated from Smiths Detection’s CTiX, Flex-Tek’s Flashield+TM  
and some of Smiths Interconnect’s space-qualified products. 

Operational excellence
as measured by stock turns1

FY2019 3.4x

3.0xFY2020

3.3xFY2021 S T O C K  T U R N S 

6.0xStock turns measure speed and efficiency in the business.
In FY2021, stock turns increased to 3.3x as we overcame operational 
disruptions associated with the COVID-19 pandemic that we faced  
in the prior year.

Employee engagement
as measured by employee engagement score

FY2019 73

73FY2020

73FY2021 C R E A T E  A  N U R T U R I N G 
A N D  I N C L U S I V E  W O R K I N G 
E N V I R O N M E N T

One focus of our People Plan is colleague engagement,  
which we measure twice annually in a confidential survey. 
In FY2021, 84% of colleagues responded and we retained  
our healthy engagement score of 73.

Safety
as measured by RIR

FY2019 0.41

0.30FY2020

0.38FY2021 C R E A T E  T H E  S A F E S T 
W O R K I N G  E N V I R O N M E N T

Health and safety remains our top priority. Our key metric  
is recordable incident rate (RIR) per 100 colleagues.
In FY2021 our RIR was 0.38, up year on year due to an acquired business, 
but still tracking significantly below comparable industry metrics.

1 Defined in note 30 to the Financial Statements.

OPER ATION A L PERFORM A NCE

KEY PERFORMANCE INDICATORS
Our current KPIs are described below.  
These are under review and revised  
KPIs will be published at a capital markets  
day in November 2021.

KEY PERFORMANCE INDICATORS

Operational and financial KPIs above the dotted 
lines are shown on a Continuing Operations basis. 
Operational and financial KPIs below the dotted 
lines are shown on a Total Group basis as they 
are the key measures of the Group’s cash and 
returns performance.

Smiths Group plc Annual Report FY202124



Ambition

Growth
as measured by underlying revenue growth1

FY2019 3%

(1)%FY2020

(2)%FY2021 O U T P E R F O R M  O U R  
C H O S E N  M A R K E T S

Growth is a top priority for the Group and a key part  
of management incentives.
The Group delivered a robust full year performance  
and returned to growth in Q4

Performance
as measured by headline operating profit margin1

FY2019 17.1%

12.8%FY2020

15.5%FY2021 H E A D L I N E  O P E R A T I N G 
P R O F I T  M A R G I N 

18-20%Growth needs to be delivered with a strong margin.
In FY2021, headline operating profit margin was 15.5%, up 270bps  
reflecting margin improvement across all divisions.

Returns
as measured by ROCE1

FY2019 14.4%

11.8%FY2020

13.2%FY2021 R O C E  T H R O U G H  T H E  C Y C L E 

16-18%Measuring ROCE ensures we are focused on the efficient use of assets 
and capital, but can be distorted by M&A activity.
In FY2021, ROCE increased 140bps to 13.2% reflecting the higher 
profitability during the period and continued working capital discipline. 

Asset light
as measured by working capital % sales1

FY2019 26%

28%FY2020

26%FY2021 W O R K I N G  C A P I T A L 
A S  A  P E R C E N T A G E 
O F  T O T A L  R E V E N U E 

~20%
Working capital measures speed and efficiency in the business from 
manufacturing to debt collection. Working capital translates into cash.
In FY2021, working capital represented 26% of revenue, a 200bps 
decrease year-on-year as we overcame operational disruptions 
associated with the COVID-19 pandemic that we faced in the  
prior year, most notably in inventory.

Strong cash generation
as measured by headline cash conversion1

FY2019 83%

123%FY2020

125%FY2021 H E A D L I N E  C A S H 
C O N V E R S I O N 

100%+Our focus on cash demonstrates our focus on efficiency as well as 
enabling us to fund future growth.
Strong cash generation is a key characteristic of our business.  
In FY2021, the Group delivered record headline operating cash 
conversion at 125%.

Environmental sustainability
as measured by reduction in Greenhouse Gas (GHG) emissions2

As a responsible business it is our obligation and duty to protect the 
planet. We are proactively managing reductions in the environmental 
impact of our operations and manufacturing processes.  
In FY2021 we reduced our GHG emissions by 5%, contributing  
to the 60% reduction we have achieved since 2007.

FY2019 2.7%

0.2%FY2020

5%FY2021 N E T  Z E R O  S C O P E  1  A N D  2 
E M I S S I O N S  B Y  2 0 4 0

1 Defined in note 30 to the Financial Statements.

2 Normalised to revenue.

FIN A NCI A L PERFORM A NCE

Link to remuneration
Our KPIs are aligned with our strategic 
objectives. Progress against them is monitored 
by our management processes and they drive 
our executive Remuneration Policy.

See page 108 where we show the impact of 
headline cash conversion1, organic revenue 
growth1 and ROCE1 on the FY2021 annual 
bonus and the LTIP for the three years ending 
31 July 2021.
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