OUR PURPOSE

AT SMITHS WE
HAVE NE VER
STOOD STILL
For 170 years, our passion for
technology and excellence has moved
the world forward; solving problems
and creating new opportunities
through smarter engineering.
While the modern, global, inclusive business we are
today is very different to where we started in 1851, our
ethos has remained the same – progress driven by
innovation, thinking differently, and a pioneering spirit.
And we are still moving the world forward today.
Adapting and positioning the Group to identify, shape
and respond to evolving global needs and the key
challenge of delivering a sustainable future.
Today Smiths businesses support critical industries
from renewable energy to space exploration, with
unique technologies that are pioneering progress in
safety, efficiency and environmental quality. And we
are working with customers to engineer next generation
products and services that will enable them to operate,
and us all to live, more sustainably in the future.
Addressing the broad societal impact of our products
and our operations is ever more embedded in our
thinking. We are reducing emissions and water use and
increasing renewable energy and recycling throughout
our operations. And our products and services are
becoming more sustainable by design through a
greater focus on raw materials, durability, supply chain,
circularity, repairability and end-of-life outcomes.
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PIONEERS OF PROGRESS
IMPROVING OUR WORLD
THROUGH SMARTER
ENGINEERING
This purpose binds our company together. It is what
we do, how we think, and how we will be successful
in the future. Thinking big, driving innovation and
building high performing industrial technology
businesses for tomorrow; as we always have done.
JOHN CR A NE
John Crane’s long
experience in preventing
and remediating leaks
will enable us to play a
leading role in customer
decarbonisation through
our methane initiative.
P

52

FLE X-TEK
SureHeat SFI electric air
heaters are supporting
research into jet engine
design to improve efficiency
and reduce the carbon
footprint of aircraft in flight.
P

60
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SMITHS DE TECTION
Dissipating excess process
heat in hold baggage and
air cargo handling systems
is a vital part of efficient,
safe operation and system
longevity.
P

56

SMITHS INTERCONNECT
Our 28G optical transceivers
support the high data rates
of the next generation
of satellites connecting
our world.

P

64
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CHIEF E XECUTIVE’S STATEMENT

LONGE VIT Y,
RESILIENCE,
PA SSION,
OPPORTUNIT Y
– an exciting future for Smiths.

To our customers, shareholders,
colleagues, suppliers, and the
communities in which we operate:
It’s an honour for me, as Smiths
new CEO, to introduce this year’s
Annual Report. FY2021 was a
year of continued improvement
in the face of historic challenges.
We delivered improved topline
trends throughout the year,
returning to growth in Q4.

Three of our four divisions grew in
the second half and two divisions,
Flex-Tek (+6%) and Interconnect
(+7%), posted strong growth across
the financial year. We delivered
8% EPS growth at the Group level,
supported by strong operational
execution. We achieved free cash
flow growth of 40% and cash
conversion of 125%, demonstrating
the efficiency of our low asset
intensity model.

Having only joined Smiths in late May, I
can applaud but not share credit for this.
Indeed, I will leave it to the subsequent
pages of this Report to fully chronicle
our many achievements across the year.
For my part, I’ll simply highlight a few
things that have caught my eye thus far,
as well as what I see in store for us in the
months and years to come.
Smiths is a purpose-driven organisation,
so it is appropriate that on the cover of this
report we highlight that Purpose

Pioneers of Progress:
Improving our world through
smarter engineering
Pioneers of Progress authentically
captures who we are. It honours our
heritage and the trails we’ve blazed.
It reminds today’s team of the standard
that’s been set and the expectations of
us. And it is a motivating and stretching
ambition in charting the course for the
many further advances we see ahead.
It speaks to our distinctively rich history
– 170 years strong and publicly traded for
more than a century. Across time, Smiths
has provably pioneered in multiple sectors
and played a meaningful role in some of
history’s most notable advancements –
exploring space, ensuring safe passage
and, as you read this, playing a frontline
role in battling a pandemic that continues
to impact far too many. Precious few
organisations can match such longevity,
and this speaks to a resilience and
creativity woven deeply into the fabric of
this company.

Across time, Smiths
has provably
pioneered in multiple
sectors and played
a meaningful role
in some of history’s
most notable
advancements.
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CHIEF EXECUTIVE’S STATEMENT
CONTINUED
Our Purpose bridges to our bright future,
as we continue to pioneer progress through
innovations such as highly engineered
specialty materials and super-high-speed
transceivers. At our core, Smiths is an
engineering company, and the essence of
engineering is working smarter, not just
harder (although as I can now attest, we
do this too). Smarter engineering means
bending curves for greater efficiency,
as demonstrated by our expanded
gross and operating margins this year.
Smarter engineering means building
and leveraging economies of scale and
scope, such as doubling the size of our
Flex-Tek division in just seven years.
Smarter engineering means embracing
digital solutions and connectivity to
improve product and service performance.
Most importantly, smarter engineering
means helping to solve the toughest
problems for ourselves, our customers,
and our communities, many of which
concern our environment.

Smarter engineering
means helping to
solve the toughest
problems for
ourselves, our
customers, and our
communities, many
of which concern our
environment.

O UR EN V IR ONMEN TA L G O A L S
O P ER AT I O N S
BY 2 0 4 0

Net Zero
Scope 1 and 2 emissions
Scope 1 – direct emissions
from fuel purchased and used
in sources controlled by Smiths

Scope 2 – indirect emissions
from electricity/energy purchased
from utilities by Smiths

F Y 2 0 2 2-2 0 2 4

-5%

+5%

R ED U C T I O N IN
GR EENH O U SE G A S
EMI S SI O N S (GH G)

INCRE A SE IN PROPORTION
OF ELECTRICIT Y COMING
FROM RENE WA BLE
SOURCE S 1

-5%

-5%

R ED U C T I O N IN T O TA L
WA S T E D I SP O S A L

R ED U C T I O N IN WAT ER
U SE IN S T R E S SED A R E A S
Agreed number of water reduction
projects at each division per year
FY2022: 10 projects

P R O D U C T S T E WA R D SHIP

Implement Design for
Sustainability Assessments into
new product development process
at all divisions by end of FY2022

Agreed number of packaging
reduction projects at each
division per year
FY2022: 8 projects

1 Non-GHG producing electric sources including hydroelectric and nuclear.
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We first implemented environmental
targets in 2007. Over the period since,
we have reduced our water usage by
53%, GHG emissions in our operations by
60%, and non-recyclable waste by 63%.
Around 60% of the electricity we use
now comes from renewable sources and
we are currently assessing a promising
list of locations for onsite renewable
energy installation.
In the time that I’ve been with the Company,
we’ve swiftly built on this commitment by
signing on to the Science Based Targets
Initiative and the UN Race for Zero; and
we’ve publicly committed to Net Zero
emissions from operations by 2040.
Still more, we’ve added an ESG metric to
our long-term compensation programme
and have established a new Science,
Sustainability and Excellence Committee of
the Board.

Our people are at the
heart of our journey
as it’s their passion
and expertise that
propels us forward.
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L O O K IN G F O R WA R D T O F Y 2 0 2 2 ,
O UR EF F O R T S A R E CEN T R ED IN T HR EE A R E A S:

1 Accelerating Growth
The Accelerating Growth trajectory we established this year will be further
boosted by layering on additional high-value revenue streams in FY2022.
High-impact new product platforms that have already launched like our
pathogen detection and multi-layer tubing systems are scaling quickly.
Several exciting new launches such as next generation refrigeration lines
and hydrocarbon management seals are coming soon. We are building
out attractive adjacencies like methane detection and urban security.
And, in addition to our primary focus on organic growth, we’re layering on
accretive acquisitions such as Royal Metal, which we acquired in February
and is performing well ahead of plan.

2 Operational Excellence
Operational Excellence makes Accelerating Growth possible. Over the
years, Smiths has established strong foundations in fundamental
areas like supply chain, working capital management, and our Smiths
Excellence System. All of these will remain core priorities as we access
the many opportunities available to us in FY2022.
In addition to these, we’ll further intensify our focus on strategic sourcing
and customer service. Increased demand buoyed by economies
reopening, coupled with continued pandemic-related supply constraints is
causing inflationary pressures not felt in many years. By working closely
with our suppliers, we were able to ensure continuity of supply to our
customers in FY2021 without incurring gross margin compression.

3 People & Culture
Underlying everything are our People & Culture. I have 21,500 colleagues
around the world working together creatively and collaboratively,
as our organisation has been doing for more than 170 years.
Our People are wonderful, and our Culture is strong.
Caring for one another and our partners underpins our commitment
to safety. Smiths global recordable incident rate was 0.38 in FY2021,
world-class amongst industrial players.
We know that the most inclusive organisations are also the highest
performing, and I credit our Board for setting the right tone in this regard
with equal gender balance amongst Non-executive Directors, and even
greater diversity in terms of country of origin. Diversity and inclusion, of
course, is not about baking a good-looking pie chart. An inclusive culture
is where each and every one of us can enthusiastically strive to be the
very best versions of ourselves.
Smiths competes on a global scale, and many of the imbalances in our
world have been decades in the making. Just as a body in motion will
continue at the same speed and direction unless acted upon to redirect,
change requires action. That’s why People & Culture will remain a top
priority for us in FY2022 and beyond.
RE AD MORE ON OUR DIVISIONS
DI V ISION A L RE V IE W S

PAGES 52 TO 69

RE AD MORE ON OUR ENVIRONMENTAL PERFORMANCE AND GOAL S
PRODUCTION A ND EN V IRONMENT

PAGES 37 TO 4 6

RE AD MORE ON OUR PEOPLE AND CULTURE
OUR PEOPLE
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PAGES 28 TO 3 3
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CHIEF EXECUTIVE’S STATEMENT
CONTINUED
We announced the sale of Smiths Medical
to ICU Medical, Inc. in September 2021,
although the hard work to make this
possible was accomplished in FY2021.
In making this announcement, we fulfilled
a commitment to simplify our portfolio
and focus our attention, resources and
capital on our strategically-aligned,
higher-performing, industrial technology
core. Proceeds from the transaction,
including capital appreciation to date on
the share portion of consideration, and
an earnout that is well within reach, total
close to $3 billion (£2.14bn), over 15x
EBITDA. Upon completion, we’ll return
over $1 billion (£725m) to shareholders and
further strengthen our balance sheet in
support of future growth investments.
On a personal note, I’d like to thank all of
you for the warm welcome I’ve received
since returning to the UK. Your constructive
engagement – recognition of commitments
met as well as improvements needed –
have sped my learning and sharpened
our focus. I’m especially grateful for the
inspiring commitment of my coworkers.
Your energy, skill, and optimism are the
seabed of all we do.

OUR EXECUTIVE COMMITTEE

This is an exciting time for Smiths. We have
entered FY2022 with good momentum and
are well positioned for accelerated growth
in our industrial technology core. For all
that has been achieved over our decorated
past, incredibly we’re still closer to the
beginning than the end of this amazing
journey. Pioneering Progress for more
than a century, Smiths is pointed in the
right direction and moving forward at pace.
Our focus now is squarely on acceleration
– acceleration of learning, acceleration
of growth, and acceleration of value
creation. This is who we are. This is what
Pioneers do.

Our Executive
Committee is
responsible for
implementing our
strategy, ensuring
consistent execution,
and embedding our
culture and values.

Thank you for your partnership
and support.
Enjoy the Report.

Paul Keel
CEO

Paul Keel
Chief Executive
Joined Smiths in May 2021. Previously worked
at 3M Company between 2004 and 2020, within
the US and UK. For full biography see page 87.

Our focus now is squarely
on acceleration – acceleration
of learning, acceleration of
growth, and acceleration
of value creation.
John Shipsey
Chief Financial Officer
Joined Smiths in 2017. Background: CFO at
Dyson for 12 years; 13 years in senior finance
and strategy roles at Diageo plc. For full
biography see page 87.
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Roland Carter

Julian Fagge

Sheena Mackay

President, Smiths Detection and
Asia Pacific

President, Smiths Interconnect

Group HR Director

Joined Smiths in 1991. Appointed President,
Asia Pacific in 2017 and President, Smiths
Detection in 2018. Previously President,
Smiths Interconnect and Managing Director
for Smiths Connectors.

Joined Smiths in 2013 as Group Financial
Controller. Appointed Group Strategy and M&A
Director in 2017. Appointed CEO, Flex-Tek in
2019 and President, Smiths Interconnect in
2021. Background: Royal Caribbean Cruises;
Procter & Gamble; PwC.

Joined Smiths in 2016. Background: Group
HR Director at Aggreko plc, BBA Aviation plc
and SSL International plc, and HR roles at
GEC plc.

Pat McCaffrey

Jehanzeb Noor

Mel Rowlands

President, Flex-Tek

Chief Executive Officer,
Smiths Medical

Group General Counsel

Joined Smiths in October 1996 and appointed
President, Flex-Tek in 2019. Joined the Executive
Committee in 2021. Previously President of
Heat Solutions Group and General Manager/
COO of Flexible Technologies.

Joined Smiths in 2019. Background:
Vice President and General Manager
of Healthcare for Amcor Flexibles Americas;
Partner at McKinsey & Company.

Joined Smiths in 2013. Appointed
Group General Counsel in 2018.
Previously Company Secretary and
Deputy Group General Counsel. Background:
BG Group plc; Linde AG; Edwards Group;
Centrica plc.

+ More information is available on our website

Sir Kevin Tebbit KCB CMG

Jean Vernet

Senior Vice President,
Corporate Affairs

President, John Crane

Joined the Smiths Board as Non-executive
Director in 2006 and served until 2018.
Appointed SVP, Corporate Affairs in 2019
and joined the Executive Committee in 2021.
Background: MoD, FCO and NATO.
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Joined Smiths in 2017. Background: CFO
of Expro; Grid Net and Formfactor; Director of
Risk at Rio Tinto Alcan; Schlumberger.
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