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Questions and Answers
1 Q:
requesting clarification on free cash-flow per share and net debt for 2004/05.
   A: 
free cash-flow had been affected by increases in working capital as a result of strong sales and increased investment in new facilities for future growth. Borrowing had increased largely as a result of acquisitions – the Company’s  A rating continues.
2 Q:
raising a concern about the level of intangible assets in acquisitions and the time spent in integrating businesses following acquisition.

   A: 
confirming the benefits of acquiring new technologies at the stage when there is a high probability of success, the treatment of acquisitions under the accounting rules and the positive impact of acquisitions on the Company.
3 Q:
requesting comment on the mix of the four divisions.

   A:
the Board regularly assesses the mix of businesses and their levels of maturity, with a view to continuing to position the Company in areas of significant growth.

4 Q: 
the linkage between dividend growth and executive directors’ remuneration.

   A:
the proposed dividend increase marked the 35th year of consecutive dividend increases at Smiths. Remuneration is a different subject and the Remuneration Committee ensures that the Company remains competitive and in line with the market.

5 Q:
whether the Company receives the benefit of customer funded Research & Development.

   A:
customer funded intellectual property generally belongs to the customer, but the Company benefits from the right to manufacture the products.

6 Q:
requesting the Board to keep the complexity of the business under constant review.

   A:
confirmed that this is done.

7 Q:
whether the Board takes a long term view of its strategy.

   A:
the Company’s objectives are to operate in sectors of high growth, deliver constant improvement, reach into global markets, develop technology and improve business mix. An important part of the Board process each year is a five year review of each business followed by a five year overall view of the Company.
8 Q:
the anticipated increase in directors’ remuneration in 2005/06 and why two non-executives directors do not own Smiths shares.

   A:
remuneration for 2005/06 will be aligned with performance and will be determined accordingly. The level of ownership of Smiths shares by the non-executive directors is left to their discretion.

9 Q:
the nature of the performance conditions under the Share Plans.
   A:
the earnings per share growth and total shareholder return tests under one plan  and the return on capital test under the other plan present demanding targets for the executives to achieve.

10 Q:
whether the year on year increase in total Board remuneration is excessive.
     A:
the year on year comparison is distorted this year by two significant factors.

11 Q:
the possibility of re-introducing a scheme to enable shareholders to invest dividends in Smiths shares.

     A:
such schemes are considered from time to time but currently they remain out  of favour because they are not sufficiently attractive to most shareholders or the Company.
12 Q:
requesting assurance that the Smiths pension schemes will continue to be appropriately funded.

     A:
the schemes are controlled by the trustee bodies who have a strong and constructive dialogue with the Company.

