
Inside Smiths

Bringing technology to life



Smiths Group is a global business listed  
on the London Stock Exchange. We develop 
advanced technologies that meet our 
customers’ evolving needs.

We do this through five divisions, which 
employ around 23,000 people in more than 
50 countries.
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2013 Performance highlights

Headline revenue £m

£3,109m  
+2% 

Headline operating profit £m

£560m  
+1% 

Free cash-flow £m

£237m  
+9% 

Headline earnings per share Pence

92.7p  
+0.1p 
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2009

560
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554
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2009

92.7
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92.6
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86.5
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83.4
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Operational highlights
Headline revenue 2% higher, driven by John Crane, 
Smiths Detection and Flex-Tek

Headline operating profit up 1% – increased 
investment in growth

Strong headline operating cash conversion at 98%  
– with free cash-flow of £237m

Company-funded investment in new product 
development up 5% to £112m

Emerging market revenue up 14%; now representing 
16% of Group revenues

Identified another phase of restructuring in all 
divisions to fund growth/enhance margins

Dividend up 4% to 39.5p and special dividend of 30p, 
reflecting the balance sheet strength
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Bringing technology to life…
We apply leading-edge technology to 
design, manufacture and deliver innovative, 
engineered solutions to meet our customers’ 
needs. We do this across a diverse range 
of applications and end markets, ranging 
from healthcare, energy and petrochemicals 
through to threat and contraband detection, 
telecommunications and equipment 
manufacture. 

A deep understanding of these markets 
combined with strong customer relationships 
enables Smiths to apply its leading-edge 
technologies and deliver engineered 
solutions to specific client applications.  
Our products and services are often critical  
to customer operations, while our proprietary 
advanced technology and high service levels 
create competitive advantage.

From seals enabling the efficient, 
environmentally friendly extraction of oil and 
gas through to high energy cargo scanners 
protecting ports and borders, we bring 
technology to life to help to make the world 
safer, healthier and more productive.

We do this responsibly, through the combined 
expertise of our people and effective, focused 
leadership, to deliver value to our customers, 
shareholders and wider stakeholders.
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Technologies merge for security first
With passenger numbers steadily rising and stringent 
security checks still essential, all major airports are 
under pressure to maximise both traffic flow and threat 
detection. In response, Smiths Detection has combined 
some of the most advanced X-ray and 3-D technologies 
in existence to create a unique hold baggage scanner 
that delivers unprecedented security and operational 
efficiency. The HI-SCAN 10080 XCT, which screens for 
explosives and other threats, has already gained key  
EU and US technical approvals.

Improving homecare medication
Homecare is often the preferred option both of patients 
keen to be treated in familiar surroundings and 
hospitals under pressure to free beds. But maintaining 
clinical care standards is a major challenge, one that 
Smiths Medical’s CADD-Solis VIP is designed to meet. 
The portable infusion pump minimises the risk of 
medication errors by alerting operators or interrupting 
the procedure when any setting breaches pre-defined 
limits. Compact enough to fit into a pouch, the CADD-
Solis VIP allows patients to maintain a normal lifestyle.

Helping power China safely
China’s fast-growing demand for energy is such that 
a third West-East Pipeline from the central Asian gas 
fields is being built to help fuel what is now the second 
biggest economy in the world. John Crane will supply  
a range of specialty equipment – dry gas seals, filtration 
systems, bearings and couplings – to ensure the secure, 
efficient and environmentally safe delivery of natural gas 
to the industrialised Guangdong province. The 7,000 km 
(4,000 mile) pipeline will carry 30 billion cubic metres of 
gas a year when fully open in 2015.

to make the  
world safer…

to make the  
world healthier…

to make the world  
more productive.
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Smiths Group has five divisions:  
John Crane, Smiths Medical, Smiths Detection, 
Smiths Interconnect and Flex-Tek.

They are focused on the threat & contraband 
detection, medical devices, energy, 
communications and engineered components 
markets worldwide.

Our businesses are highly competitive,  
with strong technology positions, operating 
in sectors with excellent opportunities for 
growth. They are united by high-quality 
brands, a deep understanding of their 
customers and markets, the ability to 
engineer products to meet customers’ 
specific needs, expertise in small-batch 
manufacturing and aftermarket service  
and an unwavering commitment to  
operating responsibly.

Our divisions

2013 Headline operating  
profit margin

23.4%

% of Group headline 
operating profit margin

39%

2013 Revenue

£986m
% of Group revenue

32%

A leading provider of products and services to  
global energy services customers. Our solutions help 
ensure the reliability of mission-critical equipment  
in challenging operating environments.

Strengths
Strong proprietary technology with specialist product 
expertise
Market leader with c. 30% market share in 
mechanical seals
Two-thirds of sales in aftermarket with >95% 
conversion rate from OEM
Global network of c. 230 sales and service centres

John Crane 

2013 Headline operating  
profit margin

22.2%

% of Group headline 
operating profit margin

32%

2013 Revenue

£850m
% of Group revenue

27%

A leading supplier of specialist medical devices, 
consumables and equipment for global markets.  
Our products are focused on the medication delivery, 
vital care and safety devices market segments.

Strengths
Strong market positions in niche areas
Highly recognised and respected brands
Reputation for high quality and safety
Differentiated lower risk, short residency, 
interventional devices
Innovative pipeline and new product launches
Extensive global sales network

Smiths Medical
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2013 Headline operating  
profit margin

10.4%

% of Group headline 
operating profit margin

10%

2013 Revenue

£559m
% of Group revenue

18%

A world-leading designer and manufacturer of sensors 
that detect and identify explosives, narcotics, weapons, 
chemical agents, biohazards, nuclear & radioactive 
material and contraband.

Strengths
Market leader with strong global brand
Operates in regulated markets that require product 
certification
Technology leveraged across broad range of markets 
and applications
c. 25% of sales from aftermarket service and growing
Global sales and service network with strong 
emerging market presence

Smiths Detection

2013 Headline operating  
profit margin

14.9%

% of Group headline 
operating profit margin

12%

2013 Revenue

£461m
% of Group revenue

15%

A leader in electronic components and sub-systems 
that connect, protect and control critical systems for 
wireless telecommunications, aerospace, defence, 
space, test, medical, rail and industrial markets.

Strengths
Innovative and technically differentiated technologies
Ultra-high reliability solutions used in demanding 
applications
High degree of customer intimacy and product 
customisation
Addressing highly regulated markets with strong 
barriers to entry

Smiths Interconnect

2013 Headline operating  
profit margin

17.1%

% of Group headline 
operating profit margin

7%

2013 Revenue

£253m
% of Group revenue

8%

A global provider of engineered components that  
heat and move fluids and gases for the aerospace, 
medical, industrial, construction and domestic 
appliance markets.

Strengths
Manufacturer of qualified components for the 
aerospace industry
Largest supplier of open coil heating elements 
worldwide
>90% share of clothes tumble dryer applications  
in North America
Leading manufacturer of flexible gas piping and 
HVAC ducting for US construction market

Flex-Tek
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The Group has operations in more than  
50 countries, with a network of dealers and 
distributors in many more. North America 
accounts for half our revenue and we have an 
increasing exposure to high-growth emerging 
markets. We serve markets that are well 
positioned to deliver long-term profitable 
growth, as well as strong and stable cash-flows.

Our geographic reach and end markets

Group revenue by destination
1 North America 50%
2 United Kingdom 4%
3 Europe other 20%
4 Rest of World 26%

2

3

4

1

Smiths Group is investing to expand  
its emerging market presence 
Smiths Group has grown its exposure to  
high-growth emerging markets through a 
targeted investment in sales and marketing 
capabilities. At 16% of Group revenue, our 
presence in these markets is not yet where 
we would like it to be and there are further 
opportunities to expand our footprint. 

Group manufacturing and service locations

US employees

8,500

Revenue from equipment sales  
and aftermarket/consumables
1 Equipment sales 52%
2 Aftermarket/consumables 48%

2 1

We have strong and stable cash-flows driven by  
the high level of revenue from aftermarket service 
and single-use consumables
For example, almost two-thirds of John Crane’s 
revenues are from the aftermarket servicing of 
equipment, reflecting a very high capture rate 
following the original sale to the original equipment 
manufacturers (OEMs). In Smiths Medical, over 
80% of sales are from single-use consumables that 
may be used with their hardware equipment (such 
as an infusion pump) or as part of everyday hospital 
procedures.
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Countries with direct 
operations

>50

Emerging markets 
revenue up

14%

Revenue by end market
1 Healthcare 29%
2 Oil, gas and petrochemical 19%
3 Homeland security 16%
4 Industrial 12%*
5 Defence 6%
6 Aerospace, space 4%
7 Chemical and pharma 4%
8 Telecoms 3%
9 Semiconductors, data centres 3%
10 US residential construction 2%
11 Household appliances 2%
*Industrial includes power generation, 
alternative energy, mining, test, rail and 
other general industrial applications

2

1

3

4

5

6

7
8

9 10 11

Smiths Group benefits from a wide range  
of end markets
Our businesses are either market leaders in their 
sectors or are well placed in attractive niches. These 
typically have scope for long-term profitable growth 
with strong growth drivers. They include the demand 
for healthcare from increasing spend in emerging 
markets and ageing populations in developed markets, 
the global demand for energy, security threats and 
challenges, the expansion of wireless communications, 
the demand for new fuel-efficient aircraft and the need 
for new homes in the US.
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Our strategy and progress
We have a six-part strategy for creating 
long-term value for our shareholders and 
we measure our performance against this 
strategy through several key performance 
indicators.

We’ve delivered progress in tough conditions 
over the past three years, with revenue 
growth and strong cash generation, plus 
improvements in our corporate responsibility 
measures and organisational capabilities. 

Headline revenue £m

£3,109m

We drive our top-line growth in four ways. First, we 
invest in new product development – the lifeblood of a 
technology business such as Smiths. Second, we look 
to expand in emerging markets such as China, India 
and Brazil, through investing in sales resources. Third, 
by improving our sales and marketing effectiveness 
through sharing tools and best practice. Fourth, we 
make bolt-on acquisitions to add complementary 
technologies and increase our exposure to high-
growth markets.

Driving top-line 
growth1

Headline operating margin %

18.0%

We intend to continue to enhance our attractive 
margins through further operational improvement, 
leveraging our scale and IT systems, and focusing 
on low-cost manufacturing. These operational 
efficiencies also provide the fuel to invest in growth. 

Enhancing margins through 
operational efficiencies2 Transforming Smiths into 

a world-class organisation

Attracting, retaining and developing the right people 
with the right skills is key to transforming Smiths into 
a world-class organisation. We are raising the bar in 
terms of fostering talent through a rigorous focus on 
succession planning, assessment programmes and 
personal development. We also look for opportunities 
to foster smarter ways of working and encourage 
collaboration. 

Leadership 
We changed the leadership at John Crane and  
Smiths Interconnect during the year to take both 
businesses to the next phase of development. 

Talent pipeline
We have strengthened our talent pipeline, through  
a focus on talent assessment, personal development 
and succession planning. We have also relaunched our 
junior and senior leadership development programmes, 
with almost 90 managers currently participating. 

People management
Since 2010 we have transformed our HR function  
to ensure that we have the appropriate infrastructure 
in place to support growth.

3

Headline revenue increased 
by 2% this year, driven by John 
Crane, Smiths Detection and 
Flex-Tek. We raised company-
funded R&D by 5% to £112m to 
drive innovation and completed 
several new product launches. 
Emerging markets revenues 
grew by 14% to 16% of Group 
revenues, reflecting our  
on-going investment to 
increase our exposure.

Headline operating margin 
declined by 20 basis points, 
reflecting reduced profitability 
in Smiths Medical and Smiths 
Detection and our continued 
investment in sales, marketing 
and new product development.

18.2

2012

18.0

2013

18.2

2011

3,038

2012

3,109

2013

2,842

2011
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We promote a culture of responsibility throughout 
Smiths Group. This requires us all to work according 
to our Code of Business Ethics. We are committed to 
working in a way that protects the health and safety  
of employees and minimises the environmental  
effects of our activities and detrimental effects of our  
products and services. This delivers real business  
benefits, while ensuring that we meet our obligations 
to all our stakeholders.

Promoting a culture 
of responsibility4

Cash conversion %

98%

By emphasising working capital management, 
particularly our debtors and inventories, we are able  
to convert a high proportion of headline operating 
profit into cash.

We also look to optimise our capital structure and 
secure long-term financing. Our borrowings are 
mainly through long-term bonds rather than bank 
debt. We also closely match the currency of our debt 
with our assets and earnings.

Generating cash and managing 
the balance sheet effectively5

Return on capital employed %

16.6%

Smiths Group delivers high returns on capital.  
We achieve this through disciplined capital allocation 
to the divisions, by enhancing our profitability and 
through active portfolio management, with a targeted 
programme of acquisitions and disposals. 

At the same time, we actively manage our portfolio 
of liabilities, such as our defined benefit pension 
schemes and legacy product liability issues, so that  
we minimise their impact on our value creation.

Allocating capital  
to maximise returns6

A range of indicators for safety and  
environmental impact
Recordable incident rate per 100 employees 0.54
FY2013 target is to be below  
0.5 per 100 employees FY2013 result

Energy Reduced by 19%
10% reduction FY2010 to FY2015 FY2013 v FY2010
Greenhouse gas emissions Reduced by 27%
10% reduction FY2010 to FY2015 FY2013 v FY2010
Total non-recycled waste Reduced by 21%
10% reduction FY2010 to FY2015 FY2013 v FY2010
Water consumption Reduced by 25%
5% reduction FY2010 to FY2015 FY2013 v FY2010

Cash generation remained 
strong, with headline 
operating cash of £548m 
resulting in cash conversion 
of 98%.

Return on capital increased 
by 10 basis points to 16.6%, 
with improved returns 
at John Crane, Smiths 
Interconnect and Flex-
Tek offset by declines at 
Smiths Medical and Smiths 
Detection as a result of lower 
profitability.

99

2012

98

2013

95

2011

16.5

2012

16.6

2013

16.4

2011
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A leading provider of engineered 
products and services to global energy 
services customers.

Our products and services help ensure  
the reliability of mission-critical equipment 
in challenging operating environments. In 
addition to lowering total cost of ownership 
of equipment, our products reduce emissions 
and help our customers meet environmental 
responsibilities. For nearly 100 years, our 
customers have depended on our global 
service network and technical excellence. 

John Crane Principal operations regions
John Crane is a global business with a presence  
in more than 50 countries.

Customers
John Crane serves major companies in the energy 
services sector including production, transmission  
& storage, refining, power generation, petrochemical, 
as well as pump and compressor manufacturers. 
Its main customers include Chevron, BP, China 
Petroleum, Suncor/Petro Canada, Valero, Petrobras, 
ExxonMobil, Gazprom, TOTAL, Sabic, PDVSA, Pemex, 
Saudi Aramco, Shell, Petrom, Sulzer, ITT Goulds, 
Flowserve, GE Nuovo Pignone, GE Energy and Power, 
Andritz Hydro, Rolls Royce, Siemens, Mitsubishi, Solar 
Turbines, Elliot, York, BASF, Weir Group, Bayer, and 
Dow. No customer is larger than 3% of revenue.

Competitors
For rotating equipment technologies, John Crane’s 
main competitors are Flowserve and Eagle Burgmann 
Industries (mechanical seals); Kingsbury and 
Waukesha (engineered bearings); Pall and Hydac 
(filtration systems); Rexnord and Emerson (couplings). 
For equipment in upstream energy, John Crane’s 
principal global competitors include Weatherford  
and Norris.

2013 Headline operating 
profit

£231m
Employees

7,000

Revenue performance 
£m

£986m  
+1%

Revenue by sector
OEM: 37%
1 Original equipment manufacture 37%
Aftermarket: 63%
2 Oil, gas & petrochemical 38%
3 Chemical &  
pharmaceutical 9%
4 Distributors 7%
5 General industry 9%

2

3

4
5

1

2013 Headline operating
profit margin 

23.4%

Competitive strengths
Strong proprietary technology with expertise  
in applied engineering
Market leader with c. 30% market share in 
mechanical seals
Two-thirds of sales in aftermarket with >95% 
conversion rate from OEM
Global network of c. 230 sales and service centres

Growth drivers
Growing demand for energy
Investment in oil and gas infrastructure
Expansion in emerging markets
Developing new products and applications

Go to 
www.johncrane.com 
for more information 

986

2013

973

2012

894

2011

786

2010

790

2009
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Eliminating ‘bad actors’ 
John Crane has signed a supply and service contract 
with one of Colombia’s main oil transportation 
companies (midstream) to replace and maintain 
crucial seals along a crude oil pipeline. The four-year 
agreement was developed in a joint effort between John 
Crane and the customer, based on a unique reliability 
commitment that distinguishes John Crane’s customer 
intimacy strategy, particularly in high-growth markets. 
The elimination of repeated failures of mechanical 
elements, known in the industry as ‘bad actors’, is key 
to optimising reliability. John Crane’s ‘Sealing Systems 
Reliability Programme – SSRP’ is designed to allow the 
customer to focus on increasing operational profitability 
by pre-empting any problems caused by unplanned 
outages. Through its Performance Plus contracts, 
John Crane is now using the SSRP as a model for other 
supply and service agreements around the world.

John Vasquez, Sales and Service Engineer, Colombia
Liliana Esis, Performance Plus Marketing Co-ordinator, Colombia
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Smiths Medical
A leading supplier of specialist medical 
devices, consumables and equipment  
for global markets.

In medication delivery, our devices help treat 
cancer patients and provide relief to those in 
pain. Our vital care products reduce hospital-
acquired infections, manage patients’ 
airways before, during and after surgery, 
maintain body temperature and assist 
reproduction through IVF therapy. Our safety 
products protect health workers by helping 
prevent needlestick injuries and reducing 
cross-infections.

Principal operating regions
We have operations in over 30 countries with 
manufacturing concentrated in Mexico, US, UK,  
Italy, Germany and China. We sell to approximately  
120 markets and, while the US continues to be our 
largest single market with around 50% of sales,  
we are investing to build our presence in selected 
emerging markets.

Customers 
We estimate that three-quarters of our end customers 
are hospitals, with the remainder comprising the 
alternate care market such as homecare, clinics and 
other surgery centres, as well as OEM relationships. 
We have a direct sales presence in over 20 countries, 
and distribution arrangements in approximately  
100 others.

Competitors 
The competitive landscape for Smiths Medical is 
complex as we compete with different companies 
across our broad product portfolio. Our major 
competitors include Covidien, Teleflex, B Braun, 
Becton Dickinson, C R Bard, 3M (Arizant), Hospira and 
CareFusion. We often compete with a small portion of 
a major competitor’s medical business, as well as with 
smaller, single product line companies trying to gain 
entrance into a particular market. In emerging 
markets, we compete with both large multinational 
companies and smaller domestic players.

2013 Headline operating 
profit

£189m
Employees

7,900

Headline revenue performance 
£m

£850m  
(2)%

Revenue by sector
1 Medication delivery 28%
2 Vital care 42%
3 Safety devices 30%

2013 Headline operating
profit margin 

22.2%

Competitive strengths 
Strong market positions in niche areas
Highly recognised and respected brands
Reputation for high quality and safety
Differentiated lower risk, short residency, 
interventional devices
Innovative pipeline and new product launches
Extensive global sales network

Growth drivers
Ageing populations
Safety focus and legislation requirements
Growing incidence of chronic diseases
Growth of alternate site care
Rising healthcare spend in developing markets, 
offsetting budget constraints in developed markets

Go to 
www.smiths-medical.com 
for more information 

850

2013

864

2012

838

2011

858

2010

834

2009

2

3 1
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Breathing circuits for advanced surgery
The advent of more advanced surgical procedures,  
often robotics-led, has resulted in major changes  
in how anaesthesia breathing circuits are configured. 
These devices, which deliver anaesthetics and air  
to patients undergoing surgery, must now be able  
to extend further across the operating theatre.  
Kim Chaffee, a regional marketing manager at  
Smiths Medical, explains how its long-established 
Portex product line adapted to the changing 
requirements. “The changes in clinical application 
opened a great opportunity for us to offer a series 
of longer breathing circuits, up to twice the length 
currently available as standard. These circuits are  
faster to make, more cost-effective and profitable  
than the specialised, customised service which can 
generate only a small proportion of potential sales.”

(left to right)
Denise Tacy, Customs Specialist, Anaesthesia Circuits, US
Kim Chaffee, Alternate Care Manager, Anaesthesia Circuits, US
Beth Youngman, Customs Specialist, Anaesthesia Circuits, US
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Smiths Detection
A world-leading designer and manufacturer 
of sensors that detect and identify explosives, 
weapons, chemical agents, biohazards, 
nuclear & radioactive material, narcotics  
and contraband.

Our technology helps customers in the 
global transportation, ports and borders, 
critical infrastructure, military and 
emergency responder markets. We have 
the most comprehensive range of detection 
technologies in the world, including X-ray, 
trace detection, infra-red and gamma  
ray spectroscopy.

Competitive strengths
Market leader with strong global brand
Operates in regulated markets that require  
product certification
Technology leveraged across broad range  
of markets and applications
c. 25% of sales from aftermarket service and growing
Global sales and service network with strong 
emerging market presence

Growth drivers
Evolving terror threats
Security regulations on cargo and passengers
Replacement cycle – typically 7-10 years
New product launches
Growth of security infrastructure in emerging 
markets

Revenue performance 
£m

£559m  
+8% 

559

2013

519

2012

510

2011

574

2010

501

2009

Revenue by sector
1 Transportation 51%
2 Ports and borders 17%
3 Military 12%
4 Emergency responders 3%
5 Critical infrastructure 16%
6 Non-security 1%

2

3

4

5

1

6

Principal operations regions
Our nine manufacturing centres are concentrated  
in North America, Germany, France, Russia, Malaysia 
and the UK. We sell to over 180 countries around the 
world either direct or through third-party distributors.

Customers
A significant majority of sales are influenced by more 
than 100 governments and their agencies, including 
homeland security authorities, customs authorities, 
emergency responders and the military. These include 
the US Department of Defense, US Transportation 
Security Administration (TSA), and the UK Ministry  
of Defence.

Competitors
Smiths Detection’s broad portfolio in the homeland 
security and defence sectors brings it into competition 
with a wide range of companies in individual 
segments. Principal competitors include: Morpho  
(air transportation), Rapiscan (air transportation, 
ports and borders, critical infrastructure), L3 Security 
& Detection Systems (air transportation), Nuctech 
(ports and borders), AS&E (ports and borders), FLIR 
(air transportation, defence), SAIC (ports and borders), 
Chemring (military), Bruker (military, emergency 
responders), and Thermo Fisher (military,  
emergency responders).

2013 Headline operating 
profit

£58m
Employees

2,250

2013 Headline operating
profit margin 

10.4%
Go to 
www.smithsdetection.com 
for more information 
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(left to right)
Lee Hiong Chua, Operations Director, Malaysia 
William Lye, Manufacturing Engineering Manager, Malaysia
Izharuddin bin Ahmad Ahpandi, Manufacturing Engineering Manager, Malaysia

X-ray production starts in Asia
Smiths Detection’s newly opened manufacturing 
plant in Malaysia has started supplying X-ray baggage 
scanners to the fast-growing aviation markets of 
Southeast Asia. Production at the 130,000 square 
foot site in Johor Bahru is now running at around 100 
systems a month. As befits the region it serves, the 
plant is the first in Smiths Detection to use the Kanban 
system of ‘just-in-time’ production, as Operations 
Director Lee Hiong Chua explains. “Kanban helps us 
to minimise our inventory and greatly improves the 
efficiency of our manufacturing schedules. By aligning 
inventory levels with actual demand, the relationship 
between us and our customers is kept as close and 
transparent as possible.”

Johor is initially focusing on making systems to 
screen hand baggage and parcels, followed by larger 
versions that screen pallets and freight. The advanced 
aTiX automatic explosives detectors are due to be 
manufactured at the new site within a year.
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Smiths Interconnect
A recognised leader in technically 
differentiated electronic components  
and sub-systems providing signal,  
power and microwave solutions.

We design and manufacture products 
that connect, protect and control critical 
systems for the global data centre, wireless 
telecommunications, aerospace, defence, 
space, medical, rail, test and industrial 
markets.

Our products are application-specific and 
incorporate innovative technologies to provide 
our customers with a competitive advantage.

Competitive strengths
Innovative and technically differentiated technologies
Ultra-high reliability solutions used in demanding 
applications
High degree of customer intimacy and product 
customisation
Addressing highly regulated markets with strong 
barriers to entry

Growth drivers
Proliferation of electronic devices 
Demand for greater connectivity 
Growth in high data rate applications 
Require significant investment in semiconductor and 
electrical test, data centres, wireless infrastructure 
and aerospace

Principal operations regions
Smiths Interconnect operates globally and has 
locations in the US, Mexico, Costa Rica, Ireland, UK, 
France, Germany, Italy, Tunisia, India, Singapore, China 
and Australia.

Customers
Smiths Interconnect supplies to multiple levels of 
the supply chain and its blue chip customers include 
prime contractors and service providers, OEMs, 
system suppliers and sub-system manufacturers. 
Amongst our largest customers are Raytheon, 
Finmeccanica, BAE Systems, Boeing, EADS, AAI/
Textron, Northrop Grumman, General Dynamics, 
Lockheed Martin, Row 44, Ericsson, Motorola,  
AT&T, Verizon, Sprint, China Mobile, Facebook,  
APC, Foxconn, GE Healthcare, Varian, Qualcomm, 
NVIDIA and Alstom.

Competitors
Smiths Interconnect operates in relatively fragmented 
markets with many small, medium and larger 
competitors in various product and technology 
areas. Connector competitors include Amphenol, 
Deutsch (part of TE Connectivity), MultiTest (part of 
Dover), Yokowo, Glenair, ODU and Harting. Microwave 
competes with, amongst others, Anaren, KMW, Dover, 
CommScope, Cobham, EMS (part of Honeywell) and 
Teledyne. Emerson Network Power, Cyberex (part 
of ABB), Eaton, Starline (part of Universal Electric), 
Huber & Suhner, Dehn + Söhne and Phoenix Contact 
offer competitive power management products.

Revenue performance 
£m

£461m  
+3% 

461

2013

449

2012

379

2011

340

2010

318

2009

Revenue by sector
1 Connectors 35%
2 Microwave 44%
3 Power 21%

2

3
1

2013 Headline operating 
profit

£69m
Employees

3,850

2013 Headline operating
profit margin 

14.9%
Go to 
www.smithsinterconnect.com 
for more information 
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(left to right)
Gabriel Guglielmi, VP Business Development  
& Strategy, Smiths Connectors, US
David Henry, Global Engineering VP for  
Platform Product & Manufacturing Engineering,  
Smiths Connectors, US

Da Vinci test socket success
The high-speed semiconductors that drive video 
graphics, networking devices and ever more 
sophisticated applications need equally advanced 
testing systems to ensure their quality and reliability. 
With that in mind, Smiths Connectors, part of Smiths 
Interconnect, has launched the Da Vinci test socket 
which offers unprecedented semiconductor test 
reliability. The mechanical and bandwidth limitations  
of traditional plastic spring probe sockets are overcome 
by the insulated metallic housing and unique structure 
that enable it to deliver exceptional signal integrity.

Gabriel Guglielmi, VP Business Development & Strategy 
of Smiths Connectors said: “The Da Vinci socket gives 
our customers faster test throughput and far greater 
confidence in the performance of their end-products.  
Its success with US customers is already delivering 
sales totalling several million dollars, and is now being 
replicated in Europe and Asia where marketing drives 
are underway.”
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Flex-Tek
A global provider of engineered components 
that heat and move fluids and gases for the 
aerospace, medical, industrial, construction 
and domestic appliance markets.

Our flexible hosing and rigid tubing provide 
fluid management for fuel and hydraulic 
applications on commercial and military 
aircraft, deliver fuel gas and conditioned 
air in residential and commercial buildings, 
and provide respiratory care for medical 
applications. Flex-Tek heating elements and 
thermal systems improve the performance of  
a range of devices, from medical and diagnostic 
equipment to domestic appliances such as 
clothes tumble dryers and HVAC equipment.

Competitive strengths
Manufacturer of qualified components for the 
aerospace industry
Largest supplier of open coil heating elements 
worldwide
>90% share of clothes tumble dryer applications  
in North America
Leading manufacturer of flexible gas piping and 
HVAC ducting for US construction market

Growth drivers
Leveraged to the improving US residential 
construction market
Strong backlog for commercial aerospace 
customers

Principal operations regions
Flex-Tek operations are mainly located in the US and 
Mexico with Asian operations located in India, China, 
and Malaysia, and European facilities in France  
and Germany.

Customers
We serve mainly aerospace engine and airframe 
manufacturers, domestic appliance manufacturers 
and the US construction industry. Large customers 
include Boeing, Airbus, Pratt & Whitney, GE Aerospace,  
Whirlpool, Electrolux, Trane, and Carrier. Our notable 
distributors in the US construction market include 
Ferguson and Watsco.

Competitors
Competitors for our Fluid Management business 
include specialty segments of Parker-Hannifin, 
Eaton, and Kongsberg; as well as vertically integrated 
capacity from key customers. Heat Solutions 
competitors in the US include: Zoppas, Nibe, Watlow 
and Chromalox; and in China, Kawai and Dongfang 
manufacture a wide variety of electric heaters. 
Flex-Tek’s Construction Products compete with US 
manufacturers: Hitachi, Atco, Omega-Flex, Hart & 
Cooley and Goodman. Flexible Solutions competes 
globally with a number of smaller privately owned 
businesses which manufacture specialty hoses.

Revenue performance 
£m

£253m  
+9% 

253

2013

233

2012

221

2011

212

2010

222

2009

Revenue by sector
1 Fluid Management 35%
2 Construction Products 29%
3 Heat Solutions 22%
4 Flexible Solutions 14%

2

3

4

1

2013 Headline operating 
profit

£43m
Employees

2,000

2013 Headline operating
profit margin 

17.1%
Go to 
www.flextekgroup.com 
for more information 
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Customised for high purity market
Combining innovation and traditional expertise,  
Flex-Tek has used its leadership in flexible hosing to 
enter a new and potentially attractive market in ultra-
clean hoses. It has developed an entirely non-stick 
version to challenge the domination of silicone hoses 
in the $20m ‘high purity’ market which ranges from 
pharmaceuticals to fragrance and food and beverage. 
Senior Engineer Mike Fonfara led the team that created 
the all-PTFE (Polytetrafluoroethylene) PharmaFlex 
hose. “Its non-stick qualities give the 100% product 
flow-through crucial for success in a niche market  
that cannot allow the tiniest residual contamination.  
The unique exterior enables it to operate in extreme 
heat and allows for easy cleaning without compromising 
the integrity of the hose,” Fonfara explained.

(left to right)
Mike Fonfara, Senior Engineer, US  
Rick Martini, Manufacturing Engineer, US
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Corporate responsibility As a global technology company operating in highly 
regulated sectors and interacting with stakeholders 
across the globe, we insist on the highest standards 
of behaviour. Our Code of Business Ethics sets out 
12 broad principles for how we do business, based 
on the common values of integrity, honesty, fairness 
and transparency. It provides the framework for our 
management of a range of CR issues, including our  
five priority areas: ethics, the environment, health  
and safety, our people and the communities in which 
we operate.

Operating within the Code and implementing our  
CR objectives enables us to meet our obligations to  
our stakeholders and delivers real business benefits, 
such as protecting our reputation and ability to grow  
and enhancing efficiency, thereby creating long-term 
value for shareholders.

Ethics
Our global Ethics programme focuses on embedding a 
culture of ethical compliance so that our employees do 
the right things, the right way, every time. Our objective 
is to protect our reputation, safeguard our shareholders’ 
investment and protect the interests of every employee 
by ensuring individual legal and regulatory compliance, 
as well as responsible behaviour. We embed the Code 
through communication, training and awareness 
programmes in order to promote a culture of ethical 
compliance, as well as enhancing our policies and 
control processes to ensure compliance with laws and 
regulations across the jurisdictions in which we operate. 

Promoting a culture of responsibility, 
transforming Smiths into a world-class 
organisation and delivering operational 
efficiencies form key elements of our 
business strategy. Behaving ethically, 
working safely, reducing our environmental 
impact, attracting and developing our people 
and contributing to our communities creates 
long-term value for our shareholders and 
wider stakeholders.

Environment, Health and Safety (EHS)
We are committed to achieving the highest standards  
of EHS management and performance in pursuit 
of injury-free and environmentally responsible 
workplaces. Our employees recognise this commitment 
– in our Group-wide engagement surveys, workplace 
safety was the highest scoring dimension, exceeding  
the worldwide benchmark for manufacturing industry. 

We believe in the power of continuous improvement 
and use management systems to realise its benefits, 
including OHSAS 18001 for occupational health and 
safety and ISO 14001 for environmental management. 
These systems help sites to prioritise the most 
concerning risks. Of our more than 160 major sites,  
94 are required to complete external certification –  
so far, 92 have completed certification and the others  
have action plans to do so. New acquisitions or expanded  
operations have two years to obtain certification. 

Since 2004, we have achieved a steady reduction in our 
Recordable Incident Rate (RIR), with FY2013 being our 
safest year on record. We reduced our RIR from 0.58  
in 2012 to 0.50 for our established businesses, meeting 
our three-year goal. Our recently acquired businesses 
are working to meet our standards, resulting in a 
published RIR of 0.54. After years of reductions in our 
Lost Time Injury Rate (LTIR), we had a slight increase 
in FY2013 from 0.21 to 0.22. Our FY2013 environmental 
performance continued to be very favourable compared 
to our 2010 baseline year, achieving significant 
reductions across our metrics and exceeding all  
our FY2015 goals (see page 9). 



Our strategic focus areas for the next three years 
include our safety culture, training, risk identification 
and mitigation, and energy management, as well 
as product stewardship, supply chain EHS risk 
management and the environmental impacts of our 
products and services across the value chain. We have 
also set new corresponding goals – our new safety 
targets increase our focus on leading indicators that 
help to reduce the risk of incidents, supporting our 
‘zero harm’ goal, while our new environmental targets 
require 15% reductions in energy usage, greenhouse 
gas emissions and waste generation and a 10% 
reduction in water usage by the end of FY2018, all 
normalised to revenue against a baseline year of 2013. 

People
Ultimately, our people and their abilities hold the key 
to the Group’s long-term prosperity and attracting, 
retaining and developing the right people with the 
right skills is central to our ambition of transforming 
Smiths into a world-class organisation. Our focus on 
strengthening our leadership capabilities and talent 
pipeline, improving succession planning and enhancing 
employee engagement are building a strong platform 
for growth. We have invested significantly in our two 
leadership development programmes, in addition to the 
variety of learning and training opportunities provided 
across the Group, which range from workshops and 
mentoring to online resources and training courses. 

We aim to provide an inclusive, collaborative culture 
that values every individual, fosters collaboration, and 
enables them to fulfil their potential and add value to the 
business. It is our policy to provide equal employment 
opportunities and we believe that a diverse, engaged 
workforce will be critical to success as we drive 
innovation and expand into new geographies. 

Communities 
Contributing to the communities in which we operate 
benefits both local people and our business, helping to 
drive local prosperity, enhance our reputation, promote 
employee engagement and attract new employees. 
Our community relationships and charitable activities 
are primarily managed at a local level to allow our 
businesses to focus on the particular needs of their 
markets and local areas. We also offer some Group-
level support to charities focused on enhancing people’s 
well-being through improved education, health and 
welfare or environment. 

FTSE4Good
Smiths Group is proud to be a member of the 
FTSE4Good Index, which objectively measures the 
performance of companies which meet globally 
recognised CR standards.

Recordable incident rate
Where an employee  
requires medical  
attention beyond  
first aid (per 100  
employees per year)

Lost time incident rate
Where an employee  
is unable to work the  
day after an incident  
(per 100 employees  
per year)

Read more on our website 
and in our 2013 Corporate 
Responsibility Report at 
www.smiths.com 
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