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This document contains certain statements that are forward-looking statements.

They appear in a number of places throughout this document and include

statements regarding our intentions, beliefs or current expectations and those of

our officers, directors and employees concerning, amongst other things, our

results of operations, financial condition, liquidity, prospects, growth, strategies

and the business we operate. By their nature, these statements involve

uncertainty since future events and circumstances can cause results and

developments to differ materially from those anticipated. The forward-looking

statements reflect knowledge and information available at the date of preparation

of this document and, unless otherwise required by applicable law, the Company

undertakes no obligation to update or revise these forward-looking statements.

Nothing in this document should be construed as a profit forecast. The Company

and its directors accept no liability to third parties in respect of this document save

as would arise under English law. This presentation contains brands that are

trademarks and are registered and/or otherwise protected in accordance with

applicable law.
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Agenda

Introduction and overview Philip Bowman

Financial review Rob White

Operational review ïintroduction Philip Bowman

John Crane Duncan Gillis

Smiths Medical Jeff McCaulley

Smiths Detection Richard Ingram

Smiths Interconnect Roland Carter

Flex-Tek Tedd Smith

Conclusion and outlook Philip Bowman
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Results overview

Revenue down 2% with challenging conditions in certain markets

Headline operating profit up 1%; margin up 50 bps to 17.6%

Headline EPS up 5% to 86.1p; dividend up 2% to 41 pence

Cash conversion remains strong at 95%; ROCE up 30 bps at 16.0% 

Fuel for Growth restructuring on track to deliver £60m; £33m to date

Investment increased for Engineered for Growth initiatives

Net accounting pension deficit reduces to £108m ïlowest level since 2008
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Divisional performance highlights

Continued solid performance; innovation investment is driving growth

ÅGrowth driven by US residential construction, specialty heating & aero/auto hoses

ÅMargins slightly down with increased investment in growth and adverse product mix

Flex-Tek

Tough trading with continued programme delays and challenging markets 

ÅGrowth in data centres offset by tougher trading in telecoms and connectors 

ÅMargins remain under pressure despite cost saving initiatives

Smiths 

Interconnect

Action plans stabilising performance; building a platform for profitable growth

ÅMargin recovery after last yearôs one-off charges and efficiency gains

ÅStrengthening order book for delivery next fiscal year

Smiths 

Detection

Focus on aftermarket services delivers a resilient performance

ÅUnderlying growth in aftermarket services; First-fit revenue continues to decline

ÅMargins broadly maintained benefiting from product mix and cost controls

John 

Crane

Good revenue growth driven by innovation and some competitor disruption

ÅReflects recent investment in new products and sales execution in infusion products

ÅMargins maintained on higher volumes and efficiencies despite increased investment

Smiths 

Medical
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Recordable incident rate trended slightly higher

Recordable incident rate

Environmental metrics

Å5 year environmental goal 

period ending FY2018

ÅFY2013-15* performance:

- Energy: 2% increase

- Greenhouse gas: 4% 

reduction

- Water: 6% reduction

- Non-recycled waste: 17% 

reduction

* Measured per 100 

employees per year using 

US OSHA definition

* Calculated over rolling 12-month period 

to July 2015 compared to goal baseline of 

FY2013. Normalised to revenue at FY2015 

budgeted exchange rates. 

Delivering safety and environmental improvements

Achieved target Safety Leading Indicator Activity Score

FY15 target 90%95%

2007 2008 2009 2010 2011 2012 2013 2014 2015

Lost time incident rate
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ÅOne-offs: Detection FY14 one-off charges that were not repeated

ÅVolume: Significant volume losses in John Crane and Interconnect offset by growth in Medical. 

ÅPrice/mix: Gains in John Crane offset by price pressure in Medical and Detection

ÅLabour and cost inflation: Wage-related increases, higher depreciation and other plant costs

ÅEfficiencies: Procurement and cost reduction programmes offset by variable cost inflation

ÅAdditional investment: New product development and sales & marketing across divisions

ÅFuel for Growth: Benefits from Group-wide restructuring programme

ÅForeign exchange: Translation (+£2m), transaction (+£1m)

ÅInterest: Lower interest charge from refinancing

PBT:
£459m

PBT: £445m

FX

Efficiencies

£3m

FY14 one-
off costs

£4m

£30m

Average exchange rates to £

US$ 1.56 (2014: 1.64)

Euro 1.33 (2014: 1.21)

Translation FX ready reckoner

1 US cent = c. £2m HOP

1 Euro cent = c. £1m HOP

Labour and 
cost 

inflation Additional 
investment

FFG savings

Interest

£15m
£20m £23m

£7m

£22m

£24m

Price/mix

£2m

Volume

Headline profit progression 2014 to 2015
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Group cash conversion

£m 2015 2014

Headline operating profit 511 504

Changes in working capital (36) (11)

Share-based payment 8 9

Capital expenditure (property, plant & equipment) (59) (54)

Capitalised development and other intangibles (35) (40)

Net disposal proceeds 8 2

Depreciation and amortisation 87 80

Operating cash-flow 484 490

Conversion rate 95% 97%
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Reconciliation: Headline operating profit to statutory profit

£m

Headline operating profit 511

Restructuring programmes (38)

Litigation provision: John Crane, Inc. (19)

Litigation provision: Titeflex Corporation (8)

Gains on changes to post-retirement benefits 14

Profit on disposals & acquisitions and disposal costs 2

Exceptional operating items (49)

Amortisation of acquired intangible assets (33)

Goodwill impairment for John Crane Production Solutions (27)

Legacy retirement benefits (8)

Statutory operating profit 394
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£m TO DATE FULL PROGRAMME

Costs Annual savings Costs Annual savings 

John Crane 12 10 27 13

Smiths Medical 26 12 50 23

Smiths Detection 16 4 28 10

Smiths Interconnect 11 7 11 9

Flex-Tek 1 0 4 5

Total 66 33 120 60

Fuel for Growth ïdriving efficiencies to support growth investment

£m 2013/14 2014/15 2015/16 2016/17 Total

Savings in year 10 33 50 60 60

Costs in year 27 39 23 31 120
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Interest split Currency split Debt split

Bank

Public

USD

Euro

other

Net debt £m

Borrowings 1,313

Cash (495)

Net debt 818
Fixed 

Floating

Undrawn committed bank facilities of US$800m at 31 July 2015

Weighted average life of debt is 5.0 years

£ Bonds $ Privates $ BondsúBonds

£m

0

100

200

300

400

2015 2016 2017 2018 2019 2020 2021 2022 2023

Credit Rating:

BBB+ (stable)/Baa2 (stable)

$800m Revolving Credit Facility 

maturity 2020

Target net debt

to EBITDA: 1.5-2.0x

31 July 2015: 1.37x

Successfulú600m bond issue underpins strong financial profile

ú600m 1.25%

Bond
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Guidance ïfinancial items

* 2015/16 subject to the outcome of the triennial review

Headline tax rate 25.5 ï26.5%

Cash conversion 85 ï95%

Funded pension scheme contributions* c. £125m + £24m to escrow

Debt finance charge (subject to FX) c. £54-58m
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Philip Bowman

Chief Executive

Operational 
review and 
priorities
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Engineered for Growth ïProgress update

Sales & marketing excellence 

ÅEstablished Group-wide councils sharing best practices on customer insight, market 

segmentation, value proposition, etc.

ÅEstablished a Sales Academy: held four events for 170 sales leaders

Quality improvement

ÅQuality Council established and quality metrics agreed

ÅImprovement plans underway in the divisions

Innovation

ÅInvestment prioritised more tightly; increases in John Crane, Medical and Flex-Tek

ÅFocus on talent development and recognition through new awards programme

Expanding our presence in China

ÅNew China office now open and key appointments made

ÅProviding local expertise in legal, government affairs and commercial practice



17 Smiths Group plc Annual Results 2015

John 
Crane

Duncan Gillis

President

John 
Crane
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* Revenue for upstream energy services has been reclassified from 

óaftermarketô to ófirst-fitô ïsee Note 1 to the accounts

56% Aftermarket +4%

44% First-fit -9%

ÅRevenue growth from aftermarket offset by declines 

with first-fit customers

ÅMargins stable as cost saving actions helped offset 

first-fit volume declines

ÅAftermarket revenue grew 4%

- Demand for oil and gas remains high; many 

refineries operating at full capacity

- New global framework agreements signed with 

key customers; strengthened capabilities in two 

service super centres

ÅFirst-fit business underlying revenues down 9%

- Delays in oil and gas projects that have not yet 

secured funding; however, John Crane project 

win-rate has improved

- Cost controls mitigated margin impact% of revenue* % growth

-2% £905m

Underlying revenue

-2% £225m 

Underlying headline profit

24.8% -10 bps

Headline operating margin

John Crane: Resilient performance from focus on aftermarket services
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John Crane: A strong platform for value creation

Revenue from emerging markets up 5%; now 24% of sales

ÅGood growth in Latin America: Mexico, Colombia, Chile

Increased innovation investment by 17%

ÅNext-generation gas seal technology: AURA 220

ÅNew Predictive Diagnostics System in customer trials ï

real-time assessments and diagnostics

ÅNext-generation sucker rod launched

Strengthening our aftermarket service centre network

ÅUpgraded c. 10% of service centres over past 2 years

ÅIncreasing capabilities in strategic locations

Addressed manufacturing constraints for rotating equipment

Å10% increase in machining capacity added into existing 

lower cost facilities

ÅPermits greater insourcing capabilities during market 

downturn 
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John Crane: Operating in sustained challenging market conditions

Business model provides resilience  

Å Biased to mid- and downstream applications in 

oil and gas

Å 56% revenues from aftermarket ïsupports 

resilience and positive mix

Margin protection actions continuing

Å Discretionary cost reduction plan implemented

Å Continued focus on other cost areas

Continued investment in long-term growth drivers

Å Focus is on commercial excellence, innovation 

and IT infrastructure

Å Continue to review investment opportunities 

based upon market outlook
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Servicing local and 

global customers 

from John Craneôs 

expanded Service 

Super Centre in 

Edmonton, Canada

Outlook

ÅGlobal energy markets expected 

to remain challenging with 

depressed oil prices

ÅAbsent any improvement, 

revenue is expected to decline 

further

ÅMargins anticipated to be in the 

lower half of the medium-term 

target range (22-25%)

John Crane: Outlook
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Jeff McCaulley

President

Smiths 
Medical


