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IMI at a glance

\We are a specialist engineering
company operating in fluid and motion
control markets. We combine our deep
engineering knowledge with strong
applications expertise to develop
solutions for the most acute industry
problems. We help our customers
become safer, more sustainable

and more productive.

Breakthrough
Engineering
for a better
world.




Over 10,000 peopl
in 50 countries

3 divisions
5 sectors

28 brands

One big team with
a unifying purpose

Revenue by Revenue by
geography division

| 48%

1 35%

Gender mix all

employees

:17%

2022 highlights

Revenue

A £2,049m

2021: £1,866m

Adjusted operating margin’ Statutory operating margin

gbps 1 7 .8?/0 QObps 14 [ ) 6%

2021; 17.0% 2021:13.4%

Adjusted profit before tax’ Statutory profit before tax

A £346m 2. £285m
2021: £307m 2021: £245m

Adjusted basic earnings per share”  Statutory basic earnings per share’

*  105.5p % 87.6p

2021: 92.0p 2021: 73.5p

to Mot 3D aet e e e Al vt e Procformron Moo

» 10% soles growth, 13% adjusted profit before tax growth

» Adjusted earnings per share 15% higher than 2021

» Adjusted operating margin up 80bps

» Statutory operating margin up 120bps

» Statutory profit before tax increased 17%

» Resilient order book up 14%, order book in IMI Critical Enginecering up 18§
» £52m of Growth Hub orders, pipeline growing

» Completed three strategic acquisitions in attractive growth markets

» Record employee engagement scores, improved health & safety

» Proposed final dividend of 17.4p, increased by 10%

Total Recordabie Incident Employee engagement

Frequency Rate (TRIFR)

Y. 0.35 = 80%

2021:0.56 2021: 77%,

CQO; intensity Women in management
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Chair's statement

Our continued focus on
customer satisfaction,
complexity reduction and
market-led innovation

is delivering sustainable,
profitable growth.

L.ord Smith of Kelvin
Chair
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Culture, values and
purpose

There is no doubt that cur unifying
purpose Breakthrough Engineering

for a better world, along with our
inclusive, collaborative, and custormer-
focused culture, has made a significant
contribution to our strategic and financial
progress in recent years. | am therefore
very pleased to report record employee
engagement levels during 2022, For
further information, please see page 58.

Environmental, Social &
Governance (ESG)

Our Better World purpase places ESG

at the heart of our strategy. Qur ESG
objectives are of critical impeortance

to our ambition to deliver sustainable,
profitable growth — many of our solutions
help customers improve energy efficiency,
sustainability, and safety,

Whilst there is always more to be done,
{am very proud of the significant progress
we have made delivering against these
objectives in the year. Particular highlights
include improved CDP scores and being
acknowledged with the London Stock
Exchange Green Econormy Mark, which
awards companies that generate more
than 50% of total annual revenues from
products and services that contribute

to the glebal green economy.

We have also launched our new
sustainability framework, Creating

a Better World. This includes further
details on our improved sustainability
governance structure, an gssessment
of Scope 3 emissions and our
commitment to net zero by 2050.

We also took action to improve our
climate risk management processes

in the year, Working with cur principle
insurer, Zurich, we have performed a
detailed review of the physical risks our
largest sites face due to climate change,
allowing us to begin implementing
mitigating actions and better plan

for the future.

For further information, please see pages
46 to 83

Strategy

It has been three years since we launched
our purpose-led strategy in November
2019. Since then, we have made excellent
progress towards delivering our ambition
of sustainable, profitable growth and
have seen significant improvements

n our key financial metrics. We have
done this through a continued focus

on customer satisfaction, complexity
reduction and market-led innovation

- evidence of which can be found
throughout this Report.

M&A

IMI completed three strategic acquisitions
in 2022, as we continue to expand into
attractive growth markets. Two of
these acquisitions were in IMI Precisicn
Engineering, where we acquired Bahr
Modultechnik ('Bahr'}, the German
linear motion specialist and CorSolutions
LLC ("CorSolutions'), a leading innovator
in micro-fluid flow control. We ¢lso
completed the acquisition of Heatmiser
UK Ltd ('Heatmiser'}, a leading UK
smart thermostatic control
manufacturer. Heatmiser will form

part of IMI Hydronic Engineering.

As the teoms integrate into IMI, [ am
delighted to add my welcome to them
and we look forward to an exciting
future together. Additional commentary
on the transactions can be found In

the Chief Executive's review on page 6
of the Annual Report — or on our
corporate website.

Divestment of Russian
subsidiary

IMI strongly opposes the invasion of
Ukraine and fully supports all sanctions.
On & March 2022 we ended all new
business and international deliveries

to Russia and on 27 May 2022 we
completed the divestment of ocur
Russian subsidiary to local management.

Creating value - for all

Considering the interests of all

our stakeholders is of fundamental
importance to us, whether they

be employees, customers, our

wider communities, or our investors.
Throughout this Report, you will read
about how we address these different
groups and advance our strategy with
all stakeholders considered. For more
information about our stakeholders
and our Section 172{1) statement,
please go to pages 40 and 43 respectively.

The Board

in what hos been a year of great progress
for the Group, | have appreciated the
experience and counsel of my Board
colleagues as we continue to deliver

our purpose-led strategy and create
value for all our stakeholders.

Inclusion & Diversity remains ¢ key priority
for the Group and  am proud to lead a
Board that recognises the importance

of strong female representation. We

have met the Parker Review reguirements
for ethnic minority membership since
2027 and the Board will continue its

focus on Inclusion & Diversity in the
coming yeors.

There were no changes to the structure
of the Board or Committees during 2022,

Dividend

The Board is recommending ¢ 2022 final
dividend of 17.4p per share (2021: 15.8p
per share). Payment will be made on 12
May 2023 to shareholders on the register
at the close of business on 11 April 2023.

People

At IMI we are proud to employ the

best people and they remain key to the
successful delivery of our purpose-led
strategy. On behalf of the Board, | would
like to thank them all for their continued
commitment, dedication and hard work.

Lord Smith of Kelvin
Chair
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Chief Executive's review

)

wve continuved tgihake signific
progress in 2022 delivering our
third consecutive year of profit
and margin growth.

Roy Twite
Chief Exccutive
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Overview

Our purpase-led stratagy, Breakthrough
Engineering for a better world, focuses
on solutions that help cur customers
become safer, more sustainable and
mare praductive. We are aligned to
attractive growth markets and have

a resilient portfolio that s supported by
iong-term global macroeconomic trends,
This, combined with our continued focus
on customer satisfaction, market-led
innovation and complexity reduction

iIs creating realt value. In our third
consecutive year of protit and margin
growth we delivered £52m of Growth
Hub orders (2027: £23m) and completed
three ocquisitions, each in attractive
growth markets and aligned with

our strategy.

IM| delivered another strong financial
performance in 2022, generating growth
in a challenging environment. Organic
revenues increased by 4% and organic
adjusted operating profit increased by
8%. All three divisions delivered incregsed
organic revenue and adjusted operating
margins in the year. We continue to
manage our supply chain well to support
our customers. Pricing and efficiencies
have offset inflation in the year. Adjusted
basic earnings per share increased 15%.

Our purpose-led strategy Breakthrough
Engineering for a better world continues
to accelerate business performance,
driving sustainable, profitable growth
across the Group. We are focused on
serving ‘Better World' markets that

have sustainable growth characteristics
and where our proven engineering
expertise can develop solutions for

the most acute industry problems.

We serve a number of key sectors,
including Industrial Automation, Life
Sciences, Transportation, Energy and
Indoor Climate. Industrial Automation
benefits from our customers’ need

to automate In order to improve
productivity. Life Sciences remains

a high growth area. Regulatory
reguirements drive our Transportation
customers' need for improved emissions
and safety solutions. There is strong
momentum in our Energy end-markets
driven by the need for emissions

reductions and supply security. Qur energy

saving solutions support reductions in
energy usage and regulatory compliance
within Indoor Climate.

We are delivering Value Today through
afocus on customer satisfaction

and complexity reduction; and Value
Tomaorrow by developing creative

and innovative soluticns to the
greatest challenges cur customers
and society face.

Customer satisfaction remains at the
heart of our strategy. We continue to
invest in our sales and customer service
teams and are developing digital tools to
Improve our service levels. This continued
focus is reflected in recent customer
satisfaction results, with all three divisions
meeting industry leading benchmarks.

We have continued to identify and
execute opportunities to reduce
complexity and drive more efficient,
resilient operations. Our restructuring
programmes deliverad £13m of benefits
in the year Significant projects are
expected to be largely complete in 2024,
although the Group will always seek and
execute projects that improve its
competitive position.

Initiatives focused on reducing the
complexity and increasing the resilience
of our supply chains have also been
progressed. We continue to consolidate
spend with key suppliers, strengthening
relationships and reducing cormplexity,
whilst dual sourcing where appropriate
to provide more supply chain resilience.

Qur market-led innovation model
continues to deliver Vaiue Tomorrow.
Investments in business development
resource and Growth Hub projects are
seeing tangible benefits. Our new
products solve key industry problems,
helping our customers become safer,
more sustainable and more productive.
Our Growth Hub pipelines remain robust,
with exciting early-stage projects actively
progressing across all three divisions.

Investment case

Breakthrough Engineering
for a better world
delivering improved

o disciphr

cial ochjectives

Clency, su
and safety

Fied out more:
W, le.com/investers/investment-case
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Chief Executive's review

We completed three strategic
acguisitions in 2022:

» Heatmiser UK Ltd ('Heatmiser'),
a leading smart thermostatic control
manufacturer, in Decermber 2022,
Heatmiser extends IM| Hydronic's
energy saving product portfolio and
provides the cpportunity to accelerate
our growth in smart buildings.

» Bahr Modultechnik GmbH ('Bahr'},
the German linear motion specialist,
in June 2022. As part of the Industrial
Automation sector within IMI Precision
Engineering, Bahr's unique electric
actuation systems significantly expand
our product portfolio, allowing us to
deliver innovative autormation solutions
to customers regardless of power
source. We see a great opportunity
to scale Bahr's product portfolio
across our existing customer base.
Bahr also provides growth into less
cyclical markets, such as Pharmacy
Automation, increasing the resilience
of the division and Group.

CorSolutions LLC ('CorSolutions'),

a leading innovator in micro-fluid flow
control, in October 2022. Part of the
Life Sciences sector within IMI Precision
Engineering, CorSolutions brings unique
microfluidic capakilities to our leading
product portfolio within the attractive
analytical instrument market. We see

a significant cpportunity to leverage
OEM relationships and scale the existing
CorSolutions product portfolio and are
excited to incorporate its talented R&D
tearn into our Growth Hub programme.

These acquisitions offer the potential
for significant synergies, bring strategic
capability to our business and further
move us into attractive Better World
growth markets. All three gequisitions
meet our strict M&A criteria and are
expected to deliver returns in excess
of IMI's cost of capital by the end of
vear three. We have retained senior
individuals in all three businesses,
wha are now actively contributing to
IMI's purpose-led strategy.

IMI pic Annual Report & Accounts 2022

Environmental, Social &
Governance (ESG)

Our purpose, Breakthrough Engineering
for a better world, continues to drive

our actions and create real energy across
our organisation. This year we conducted
an in-depth ESG materiality assessment
in collaboration with customers, investors
and employees. This fed into the
development of cur Board approved

ESG strategy and determined our
sustainability pillars:

1. Empowering people: we will develop
and empower people te make an impact
and create a better warking world.

In addition to the regulatory guidelines

on Inclusion & Diversity, we have selected
women In management as our key metric
for improving gender balance in
leadership roles at IMI. We measure

this population to build the succession
pool for leadership roles. In 2022 it was
22%, up from 21% n 2021, and we are
targeting 25% in 2023,

Ensuring all our employees are safe

at work 1s central to our strategy and
culture and we have a continued focus
on identifying and reducing workplace
hazards. Our Total Recordable Incident
Freguency Rate {TRIFR) improved 38%
from 0.56 to 0.35 in the year and, whilst
this is good progress, we remain
committed to the ambition of

an accident-free workplace.

Qur continued focus on empowering
people and on creating an inclusive,
diverse, and safe workplace is being
recognised. Cur annual employee survey,
Cne Big Voice, delivered an employee
engagement score increase from 77%

in 2021 to 80% in 2022.

2. Sustainable solutions: we will
engineer solutions that help our
customers become safer, more
sustainable and more productive.

IMI's solutions support our customers'
products and cperations and oftan
directly contribute to the delivery

of their carbon reduction targets.

When considering investments, we
ensure the impact on IMl's overall ESG
positioning and performance are a prime
consideration.

IMI sees a natural link between pursuing
our ESG objectives with vigour and cur
wider ambitions for improved growth
and profitability. Many of cur best
growth opportunities are supporting
customers to develop solutions for

a zerc carbon future.

3. Climate action: we will play our part
to address climate change by minimising
the environmental impact of everything
we do.

We reduced our CO; intensity by 9% in
20722, All divisions are progressing actions
that will contribute to our goal of halving
our factory CO: intensity by 2030, and
IMl is committad to achieving net zero
Scope 1& 2 emissions by 2040 Having
determined our Scope 3 emissions, we
are now building our action plans to meet
our commitment to reduce these by 25%
by 2030 and be net zero by 2050.

Responstble business underpins
everything we do - doing the right thing
is at the heart of our IMI,

Mare information about cur ESG
credentials and initiatives, including

our ESG materiality impact assessment,
policies and practices, can be found on
page 46 of the Annual Report and on
our website: www.imiplc.com.

People

We have made tremendous progress
towards delivering our purpose
Breakthrough Engineering for a better
world in 2022 This would not be possible
without the continued support,
commitment and contribution from

all our people. Developing our talent

to have a highly engaged workforce 1s
one of the key enablers of our strategy.
By acting as 'One Big Team' we are
solving same of the world's most
complex problems and this is something
of which we can all be proud.

Outlook

Based on current market conditions we
expect 2023 full year adjusted basic EPS
to be around 111p This guidance assumes
foreign exchange rates will create a
tailwind of ¢.2% on sales and profits,

a net interest charge of £25m and

atax rate of 22%.

We remain confident in delivering
sustainable, profitable growth and
meeting ocur Group growth targets and
operating margin target of 20% through
the cycle over time.

Roy Twite
Chief Executive
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Executive Committee

Roy Twite
Chief Executive

i
e
-

b

Beth Ferreira
Divisional Managing Director
M1 Precision Engineering

Phil Clifton
Divisional Managing Birector
It Hydronic Engineering

Lovise Waldek
Group General Caunsel and
Company Secretary

Daniel Shook
Finance Director

Jackie Hu
Divisional Managing Directar
IMI Critical Engineering

Liz Rose
Group Humaon Resources
Director

1 IMI Hydronic Enginaering -

Qlkusz, Poland

2 IMI Precision Engineering -
Palézieux, Switzerland

3 IMI Criticai Engineering -
Cagliari, [taly



Ovur purpose-led strategy

Breakthrough Engineering
for a better world

Ovur purpose

Where we operate

We operate in fluid and motion control markets. We are aligned to attractive growth
markets and have a portfolio that is supported by glohal macro trends. This underpins
our delivery of long-term, sustainable, profitable growth.

.. IMI Precision IMI Critical IMI Hydronic
Divisions . . . . . .
Engineering Engineering Engineering

L

Industrial o
Automation Indoor Climate

D Turn to page 16 D Turnte poge 22 D Turn to page 24

;

Life Sciences

Key sectors

Transportation

D Turn to page 20

Customer Playing to win One big team Integrity
intimacy

Values




Strategic Report

How we create value

We combine our deep engineering knowledge with strong applications
expertise to develop solutions for the most acute industry problems. We
help our customers become safer, more sustainable, and more productive.

Qur strategy

Enablers

Qur
stakeholders

Measuring our
performance

Customer
satisfaction

We provide worid-class
engineering expertise, and
excellent customer service to
all gur customers alongside
diverse sector knowledge
and know-how. We have
market-leading brands,

Sustainability

We focus on supporting the
sustainobility goals of our
customers as well as ensuring
we improve our sustainability
through our ESG initiatives.

Customers

Our engineering solutions
support cur customers
most complex problems.

Suppliers

Cur supply chain
partnerships
demaonstrate long-term
trust built over bime.

Market-led
innovation

Qur Growth Hub and
selective MEA develops
market-leading innovation
to support our customers
with their most challenging
and complex engineering
oroblems.

Talent and
engagement

Developing and retaining
our key talent, attracting
high quality diverse talent,
as well as having o highty
engaged workforce enables
us to deliver excellent
service to our customers.

Employees

We support all cur
employees and continue
to improve engagement to
record levels.

Community and
environment

We support our local
communities and continue

to reduce our impact on the
environment and suppert our
customers to do the same.

Complexity
reduction

We continue to simplify
and improve our global
manufacturing footprint
and demanstrate a resilient
supply chaoin to support cur
customers.

Digital

We actively develop digital
tools to improve cur service
to customers,

Investors

We continue our track
recerd of enhanced value
creation and delivery for
sharehelders.

Government ond
regulators
We comply with the

applicable laws and
regulations.

Our Key Performance Indicators measure our value creation for our

stakeholders and are summarised on pages 12 and 13.
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Key Performance Indicators

The Key Performance Indicators (KPIs) set out below represent financial and non-financial
measures which are integral to the delivery of our strategy and are used to track progress.
In 2022, we have changed the employee engagement KPI to be based on our anonymised
individual survey — One Big Voice.

Linked to remuneration

CO, intensity

Organic sales
growth

Total Recordable
Incident Frequency

Employee
engagement’

Rate

Per
200,000
hours

Why is this a KPI?

The health and safety of all
who work at IMl s paromount.
Ensuring a safe working
ervironment 1s closely linked
to our business success,
including attrocting and
reteining the best talent,

Definition

We measure our progress

N this area by tracking the
number of recordable
work-related imjunes per
200,000 hours worked (TRIFR
rate) See page 65 for details
of the calculation.

Performance

in 2022 our TRIFR rate
reduced to O 35 with no
fatalities, reflecting the
Group's continued focus

on dentifying ond reducing
workplace hazaords.

Why is this a KPI?

The engagement of our
ernployees is key to retaining
the existing skills and
promoting and attracting
cployees who bring new
ideas ond capabilities.

Definition

We carry out an annual
anonymised survey of
employees - One Big Voice -
and use the response to the
question ‘l see my business
(IMI) as a greot place to work'
as a gauge of employee
engagement.

Performance

We continue to maimntana
high percentage of employees
that see IM| as a great place
to waork,

“In 2027 this metrnic presented
results to the question 'Twould
recomnrmend my business (IML) as
a good emplayer to friends ond
farmly’ sourced wia a group
worksheet completed as part of
the IMI Way Day actwities rather
than an anonymised individual
survey 2027 resuits have been
restated to reflect the updated
definition There was no
ananymised survey 1IN 2020

Grass tCOe
per 1,000
hours werked

Why is this a KP!?

Our purpose Breakthrough
Engineering for a better world
drives cur strategy and our
amibition, including our
commitment to halve our total
CO:intensity by 2030 (based

on 2019 Scope 1 & 2 ernissions).

Definition

We measure our progress in
this area by tracking our total
CO:intensity Thisis caleulated
by loaking at the ratio of total
Scope 1& 2 emissions (tonnes
COze) per 1000 hours worked
See page 74 for details of the
calculation.

Perfermance

In 2022 our total COs intensity
reduced to 2.09, reflecting the
Group's continued focus on
identifying and delivering on
projects to reduce our carbon
SMISSIoNS.

Why is this a KPI?
Delivering consistent growth

is ammportant part of building
sustainable value for
shareholders,

Definition

Qrganic sales 15 stated at
constant exchange rates and
excludes the incremental effect
of acquisitions and disposals.
Far 2022 that means we are
adsting for the acquisitions
of Adaptas Solutions (acquired
in Decernber 20271), Bahr
Muodultechnik (meguired in

June 2022), CorSolutions
(aequired October 2022)

and Heatmiser (acquired
December 2022) and the
disposals of our InterAtiva
subsidiary (disposed in July
2027} and cur Russian
subsidiary (disposed in

May 20227

Performance

Crganic sales grawth was

4% n 2022 reflecting the
continued delvery af our
unifying purpose-led strategy
Breakthrough Engineering for
a better world
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Our KPls have been designed to drive the Group towards meeting our strategic
objectives putlined in our business model. See pages 10 and 11 for details. The
Alternative Performance Measures used as Key Performance indicators (organic sales
growth, adjusted operating profit, adjusted earnings per share) are defined in Note 3.

Adjusted
operating profit

Why is this a KPI?
Growing our profits will
ultimately generate value
for cur sharehalders and
create mare opportunity
to invest further,

Definition

The Group's operating prefit
befare the adjusting tems
described in Note 3, which
ensures a consistent basis
for comparison.

Performance

Adjusted operating profit
improved n 2022 reflective
of the commeraial and
operational focus during
the vear, Adjusted operating
margin impraved 8Cbps

to 17.8%.

Cash conversion

Why is this a KPI?
Cash generation supports
Investrment in our business

and enables the Group to
provide rerurns to shareholders
through dmdends. Strong cash
generation also ensures a
strang balance sheet, giving
customers and suppliers
canfidence in the future of

the Group.

Definition

Cash conversian is the adjusted
operating cash flow as a
percentage of the adjusted
operating profit.

Performance

Cash conversion was again
robust in 2022 at 80%
supported by cantinued
facus on working capital
maonagement.

Linked to remuneration Linked to remuneration

Return on invested
capital

Why is this a KPI?
The measure provides an
indication of IMl's ability to
deploy capital effectively.

Definition

Adjusted operating profit after
tox divided by average capital
invested. Capital invested 1s
defined as net assets adjusted
to remove net debt, derivative
assets/liabilities, defined
benefit pension position (net
of deferred tax) ond to roverse
historical impairments of
goodwall and amortisation

of acquired intangible assets.
See the calculation on page 36,

Performance

The Group's return on invested
capital declined in 2022 to
12.7%, reflecting the impact of
recent acquisitions that have
increased our Invested capital
at the year end though we do
not see the full year benefit of
the profits until 2023,

Adjusted earnings
per share

Why is this a KPI?
Creating consistent long-term
value for shareholders

Definition

Adjusted profit after tax
drded by the weighted
average numker of basic
ordinary shares,

Performance
Adjusted earnings per share
increased in the year to 105.5p.

Return on invested capital

and adjusted earnings per
share are performance targets
for the 2021, 2022 & 2023 lIP.
CO; intensity is a performance
target for the 2022 & 2023 1P,
See poge 131 for further
details.



Our people strategy

Our people are critical to deliver our purpose of
Breakthrough Engineering for a better world. Our
people strategy focuses on talent development,
employee engagement and creating a culture that
will enable us to successfully deliver our strategy

and purpose.

Culture

Breakthrough Engineering for a better
world inspires how we think, feel and act.
It is the unifying force that creates a
culture where our people feel empowered
to identify and solve customer problems,
cnd are supported to grow a fulfilling
career and do the right thing always.

Through 2022, we have continued to
invest in, protect and nurture our culture.
We have introduced o new engagement
metric, which measures individual
responses to the question 'l see my
business (IMI) as a great place to work.
In 2022, 80% of our people responded
favourably, an increase of 3%. Further
information about this KPI can be found
on page 12. We are pleased that this
increased score reflects progress across
our priorities.

Health and Safety - we are intent on
creating a safe environment for all our
people, and a willingness to speak-up
when they cbserve unsafe behaviours
underpins this ambition. In the 2022 One
Big Voice employee survey, 79% of people
say they now feel comfortable
challenging any behaviour that may

be unsafe (2021: 70%). We also rolled
out a global, immersive training session
called 'Hey! That's Not OK! to tackie
inapprepriate behaviours and reinforce
a speak-up culture across M.

Communications and engagement

— clearly articulating our strategy

ond purpose is key to people's sense

ot connection and engagement.
hroughout 2022 we shared more about
ho we are and what we do and

Workplace, where all our employees
come together to collaborate and
communicate. We are bringing our
culture to life through sterytelling
and we are embracing social media
channels to reach future talent.

The 2022 One Big Voice results
showed a good improvement across
our engagerment metrics.

IMI Way Day — is a core driver of
engagement for our business and an
essential ingredient of a purpose-led
business. The event sees every site
and every team member down tools
and come together for one day and
celebrate their part in creating a Better
World for our customers, our people
and our communities. We take time
out to pause, reflect and talk to each
other about what really matters, as
well as giving something back to our
local communities.

Inclusion & Diversity (1&D) - having

a diverse culture that reflects the
societies we operate in and where all
our people can be themselves is central
to our Better World ambition. This year
we focused on embedding I1&D into key
business practices. We have introduced
diverse recruitment practices,
encouraged leaders to listen more

to employees across all levels, and
promoted and championed I&D through
education, communication and role
modelling. We are strengthening
relationships with external engincering
networks in order to attract candidates
from different backgrounds. Data
collection is critical to our progress

and we are i Ngaiead TRy

Growth - we are engaging more people
from right across the business and
externally through our entrepreneur
network to drive cur growth accelerator
programme, Growth Hub. We appointed
divisional growth accelerator leads

whe take the culture and learnings
from Growth Hub into our local sites.
These and other activities encourage

atl our people to see and own their

part in our growth agenda.

Wellbeing - we focus on four pillars

of wellbeing: mind, body, financial and
social. With mental health now a global
issue, supporting our employees and
their families is a top priority. We
leunched our new Employee Assistance
Programrme (EAP) globally at the
beginning of June. It provides free,
professional counselling for any work
or personal issue, as well as an online
resource hub with access to articles,
checklists and advice on a wide range
of topics. The EAP dovetails with our
wider wellbeing support, including
mental health first aiders at some sites
and Change Champions who advocate
wellbeing and lead activities such as
finance clinics, company challenges and
recognition of events such as World
Mental Health Day.

Pay and benefits - we continue to og
pay, benefits, and wellbeing propo
are competitive and fair. Pay is typ
reviewed on an annual basis, with
increases aligned to an individual’




alent

iven the challenges all companies
ace in attracting and retaining the
best people, the Executive team made
alent its priority for 2022, Focus was
in three areas: Attraction, Visibility
and Development. We are developing
and executing a strong internal
succession pipeline while supplementing
his with high calibre external
andidates, particularly for bringing
in new capabilities to suppert our
growth agenda.

alent attraction - we aim to attract
gh guelity, diverse talent, through
impactful condidate experience.
gnificant progress has been made
2022. We enhanced the corporate
absite and social media platforms,
ging our purpose and culture to life
demonstrating IMI to be an employer
oice. Qur testing and interview

recruitment professionals. We are also
digitalising recruiting in order to speed
up the hiring process and improve

the candidate experience. This further

supports talent attraction, particularly
in cur more challenging geographies.

Talent visibility - we have improved
performance management by
emphasising career aspirations,

mobility and development conversations.
Qur performance ratings assess talent
as a combination of performance and
pctential, reflect delivery of resufts and
identify talent thot will heip us to win.
We had great success in 2027 with
internal promotions into leadership roles,
and so in 2022 our focus was on talent
attraction to increase our pipeline.

Talent development — this is key fg
engagement and retention of our
people. We have invested in e-lea

multi-fanguage capability. We have rolled
out development programmes for our
top talent and aligned Jeadership
development to our Better World growt
ambitions. We partnered with the
International Institute for Management
Development (IMD), to deliver a bespoke
management programme to 50 of cur
top leaders. A secend cohert of high-
potential talent is also progressing
through our successful Catalyst
programme, seeing excellent results

and engagement. The IM| Graduate
Programme remains a key talent pipeling
with 40 graduates joining us ¢s part of
the 2022 intake; retaining an equal
gender balance remains a priority anc
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Creating value

Industrial Automation

We're co-innovating with our
customers and leveraging digital
technology to create the smart,
safe, sustainable factories,
production lines and warehouse
operations of the future.

Ever since the birth of the assembly line at the beginning of

the 20th century, automation has gone hand-in-hand wath
commercial success, to the point that the businesses that didn't
automate soon struggled. We've warked in partnership with
customers for many years, optimising their automated processes
so they stay competitive. They come from a range of industries
around the world, from food and beverage to automative,
rmaterial handling to warehouse automation and packaging. Our
high-performance valves and actuaters keep their production
lines and warehouse operations moving, ncreasing productivity,
improving efficiency and reducing the occupational hazards
associated with heavy equipment or dangerous environments.

Machines that make their own decisions

We service customers in sectors experiencing radiced change and
a desire to do things more sustainably so there's great openness
to new techneology and solutions. It's a tremendous opportunity
for growth in an arec that our employees and our customers
care deeply about.

Some of our preducts are already part of o digital ecosystem
that can create whole new levels of visibility from data.

This allows for mere efficient decision-making in real time

to reduce energy consumption and aptimise the use of other

resources. We'll see eveni higher value with the power of
rachine learning, so that gutormnated systerns wall know
exactly what needs to happen and when. The long-term vision
is production shop floors are automated with cur technolegy,
so that people can spend time and energy on the tasks that
machines cannot perform.

Freeing up humans to do things that
a machine can’t

In the wake of COVID-19, our customers are finding that

there aren’t enough people who want to do the repetitive and
sometimes dangerous work, so they're accelerating automation
out of necessity. With the contraction in the labour market,

it makes sense to deploy their skilled people for the tighest
value work, avoiding monual work ke component testing ond
warehousing. Robots are already becoming adept at even the
smallest tasks, particularly when they have the latest vision
recognition technology. Advances in spacial awareness seftware
rmean robots are even now operating on shop floors, safely moving
machinery across uneven floors and around husy colleagues.

All this creates opportunities for ys to deploy our products and
engineering expertise to help our custormners autornate more
and mere of the most repetitive tasks and operations.




Going for growth

Our Growth Hub approach is a powerful asset, opening doors
for us to work with new and existing customers, start-ups and
academic institutions to overcome seme of the most critical
challenges the world faces and to fuel positive social change

and economic expansicn. With agile teams leveraging everyone's
competence and our collaborative problem-solving mindset

we can act as true engineering partners. And providing the
sustainable solutions our custormers are looking for, keeps us at
the forefront of our industry and in lockstep with our ambitions
for a Better World. “There's huge custormer demand to autornate
sustainably. That's what we know and what we're great at and
we're working with our customers across that whole journey.

It marries up with our purpose of Breakthrough Engineering

for a better world,” says Liom Stanton, Growth Hub Director.

Bringing energy savings
to a robotics-assisted
hydroponics farm

Singrow in Singapore grows fruit including
strawberries vertically indoors. The founders
approached us for help reducing their high energy
and water consurmption. We used our expertise
with sensors, Norgren-cloud and edge computing
to visualise datc in a feedback loop so they can run
the farm from their mobile phones.

Key automation facts:

» By cooling the growing racks rather than the
whole warehouse and reflecting LED light
to maximise efficiency we reduced energy
consumption by 40% when compared to
traditional vertical farming methods

» Better use of resources helped improve their
yield-to-cost ratio (total yield over labour,
electricity, land and water costs) so sales
prices can be more competitive

» Our solution enables the ability to grow food
productively in urbon areas instead of the
suburbs, which reduces the number of miles
food travels and the carbon footprint

“As an agri-tech startup with our core technology
from plant science, we have to work with
competent engineering partners, who can help

us develop our precise agriculture design. Norgren
has always acted swiftly and professionally.

With their strong engineering team and global
network, Norgren not only developed a prototype
for us, but a solution with new possibilities.”
Shoge BAO

CEO cone Foueada

Sgg e

"Customers don't buy technology, they buy
solutions. The goal is to replace manual work with
higher value work at the same time as reducing
errors and wastage. The possibilities are endless.”
Alea Thien

Recronal Moaragiong Lhicetor, Rost o A

I S erivaor Engemeening

Breakthrough
Engineering
for a better
world.




reating value

Life Sciences

We empower our customers

to digitise and automate their
processes to diagnose disease
early and support highly tailored,

patient-focused critical care.

We're pushing technology to the fimit in Life Sciences. We've
helped customers create vaccmes faster by streamilining their
bioprocess. We've enabled therm to test samples and recewe
resufts in fractions of a second. The fluid control vaives we make
for ventilators and angesthesia machines, ang the valves,
manifolds and precision syringe pumps we make for anafyticai
and diagnostic instrurments, have helped save countless lives.
As you'd expect where precision and safety are paramaount,

our warld-class manufacturing facilities work to the most
stringent global stondards.

We significantly extended our product portfolo further inte

Life Sciences by welcoming Adaptos Solutions into the IMl team
in December 2021 Adaptas is a market-leading provider of
components and subsystemns for ascertaining the composition
of chemical compounds within a sample. Adaptas's deep
relatronships with global analytical instrument manufacturers
and some of the world's leading scientists allows us to move
into adiacent markets and grow fast.

Like us, Adaptos has o business model of delivering value by
sotving custormer problems in partnership with them. With

our global reach and strength ot innovating, customers view

us as an extension of their teams. Jay Ray, Senior Vice President,
IMI Adaptas, describes the relationship as "being family”.

Whot are the megatrends in health care?

Urkanisation, sedentary iffestyles and climate change dre the
biggest global health threats of the 21st century. They will likely
increase heaith risks such as cardiovascular diseases, heat and
pollution-related iliness and vector-borne diseases. Through

our relationship with the scientific research community, we're
attuned to how these trends will impact on the waoy we diagnose
and treat potients.

Healtheare is already startng to took radically differant from
the one-size-fits-all opproach of the post. DNA sequencing
combined with reci-time manitoring with algorithms and
analytical tools present far-reaching opportunities. Our
customers can achieve a significantly greater level of accuracy
over key inputs like dosage controf so they can treat people

os indwiduals ond offer a precisely tailored medical regime.
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Getting answers in
fractions of a second

One of the largest clinical analyser companies in
the world asked for our help with advancing their
laboratory productivity. They wanted to accelerate
processing and improve their use of lab resources,
including reagents.

Key laboratory
automation facts:

» We helped them build their system and
workflow more intelligently and gave them
active control over their process

» They were able to speed up their line and
significantly increase the number of sample
tests per year

n Outcomes include accurate and rapid
diagnostics and reduction of errors in
the laboratory process

“Qur customers value our innate ability to
understand the problems they face. The
combination of our collaborative nature,
understanding of the science, vertical
manufacturing capabilities and innovative
culture allows us to bring tremendous worth
to our customers.”

Ny oy
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"Life Sciences has really attractive growth rates
and tangible problems that we can solve for
o Better World."”
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No more waiting for test results

Technologies now allow health practitioners to test at the point
of patient care without having to send samples off to the lab

- this will only grow in the coming decades. Point-of-care tests
mean practitioners con access test results when they're with

a patient in the GP's surgery or at the hospital bedside and

give them the treatrment they need straight away.

Self-testing — something everyone lecrned how to do during the
COVID-19 pandemic - coupled with the power of smartphones
15 a game-changer. We are engaging with custorers on
real-time instrumentation intended to analyse exhaled breath
and detect biomarkers at very low levels for conditions such

as presymptomatic Alzheimer's or precursors to a heart attack.
Picking up the metabslic indicators of diseases early makes o -
successful outcomes much more likely, It is advances like these

that make Life Sciences a powerful, critical and attractive Bre?kthr.ough
high-growth market. It's one we're proud to be a part of, El‘lglﬂeel'lng

innovating to improve life for everyone. for e bette r
world.




reating value

ransportation

We're at the heart of progress
in making better vehicles as
manufacturers commit to
reducing emissions. We're
responsible for fluid control
innovations for many industries
and have in-depth expertise in
the commercial transportation
sector. Among the areas in
which we're working with
customers is on applications
directly associated with
emissions control in diesel
engines, and in the alternative
fuels space.

The newer the diesel vehicle,
the greener the engine

We add Value Today for customers through our expertise n
managing exhaust cleanliness to meet increasingly stringent
emissions requirements. Heavy duty truck emissions are up
te 97% lower than 30 years ago. It's o major step change.

As diesel is phased out, truck manufacturers have two main
options: battery electric and hydrogen. Currently, both have
their challenges, but the technology is improving fast. Qur
high-flow, motorised valves, for exarnple, help custamers
get almost five times more power from hydragen fuel cells
than they could two years cgo.

What will the future ook like?

As well as developments in low-emission fuels we'll see o
complete overhaul of how people and products are moved
around in the coming years. The trend tawards greater
localisation in manufacturing will, in turn, change transport
reguirements. There will be more short-haul commeraial
freight ond a focus on greening the last mife.

From jumping mto a driverless taxi to opening the door to
a delivery by drone, the whot-next of tronsportotion will look
totally different to where we are now.

Trials with autonomous vehicles including trucks are already
toking place in the USA, Germany, China and Japan, amongst
others. Roads, or the way we use them at Jeast, will see o
transforrmation too, The long-term vision for fleets involves
automated platoons of trucks, slip-streaming to reduce fuel

use and therefore emissions. A sophisticated kind of cooperative
adaptive cruise control ~ a version of which many cars have
aiready ~ will keep individual vehicles connected and closely
coupled ta the truck in front.
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Customer relationship

There's no single, linear pathway to the future and this is
where IMI Precision's competency at key account management
comes Into its own. We're mindful of the trends we're seeing

in the industry and we're a strong partner in the innovation
process because of our engineering capability, because of our
flexibility and because of our skills in truly istening to what the
customer wants.

From decarbonising their value chain to making sure they're
not reliant on materials that are going to be chsolate, our
customers have o long list of problems that they want to solve.
It's the customer - and society - that sets the agenda. But we'll
be with them every step of the way.

Making hydrogen fuel cells
more powerful

IMI's fluid control technology is helping o hydrogen
fuel cell manufacturer in China make more
powerful fuel cells.

Key fuel cell facts:

» Qur fluid control technology works by
controlling the thermat dynamics and flow
of gases going into the cell

» The high-flow, motorised valves we've
developed enable greater energy generation

» Fuel cell output has jumped from 50kW (70
horsepower) two years ago to 240kW today

"The alternative fuels space is a completely

new playground. There's some uncertainty
around which fuel will ultimately predominate,
but with our technology supporting many future
solutions, we are helping our customers keep
their options open.”

Chires Brone
Cilesbinal Lrvermen s rrgg canrd Ot o e 1o
IBALE e e B e

Fraed cul mion
9 wwwimiplc.com/what-we-do/imi-octien/its-about-creating-
better-world-through-use-hydrogen-fuel-cells
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Breakthrough
Engineering
for a better
world.




Creating value

Energy

We are helping to reduce
emissions in the oil and gas

industry and exploring growth

opportunities with new

decarbonisation technologies.

One of the main goals of the Paris Agreement in 2075 was to
scale up efforts to reduce carbon emissions and so limit global
warrming. It marked the beginning of the transition towards
anet zero econory. Stopping climate change is a huge challenge
and, to play its part, the ol and gas sector must reduce
significantly its ermissions. In the longer term there will be

an acceleration in the shift to green energy across the globe.
However, in the short te medium-term, the world wifll remaimn
deeply reliant on cil and gas. So the sector needs to optimise
its processes to operate os cleanly and efficiently as possible
We are working with our customers in the ol and gos industry
to achieve this.

Low-carbon erergy technologies such as renewables, nuclear
and hydrogen already exist. The challenge is to fingd ways to
make them a cost-effective alternative to hydrocarbons and
we are explorning ways of doing this with our chients. We are
making grect progress, for example, in unlocking hydrogen’s
full commercial potential. By using our engineering expertise
and by developing innovative green hydrogen systerms that
improve production yields, we are supporting our customers
in building the hydrogen economy of tomorrow.

Cutting methane emissions to slow
global warming

As ol ond gas producers commerciglise smaller fields in some

of the world's most challenging tocations, their need for criticat
component reliability is growing. We create Value Today by
enhancing plant performance and enabling customers to extract
oil and gas saofely for transfer to downstream processes. Our
praducts help protect people and assets by managing surge
pressures and reducing leakage of greenhouse gases such as
methane, a gas responsible for around 30% of the rise in globo!
temperatures since the industrial revolution.

Customers use cur market-leading valves and systems both

at the point of extraction and for processes such as fluid
catatytic cracking, which s part of the refining process to convert
oil and gas into fuel products. We have deep expertise with o
technology known as HIPPS - which stands for high-integrity
pressure protection system. In an oil or gas field, a HIPPS skid
automotically closes large volves within fractions of a second to
protect downstream equipment and pipework. Without a HIPPS
system, producers often resort to flaring - an inefficient method
of burning off excess gas - which releases millions of metric tons
of CO, and methane into the atmosphere every yaar. This is
costly on all levels, including in terms of reputational risk, as
cornpanias come under increasing scrutiny over their emissions.
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A turnkey green
hydrogen plant

Two British universities needed a low capex way to
produce green hydrogen for their hydrogen research
centres. We are providing both with an iMI VIVO
Electrolyser, which enables custormers to produce
large quantities of green hydrogen from water
electrolysis using renewable power, on site, ina
set-up no bigger than o shipping container.

Key IMI VIVO PEM
Electrolyser facts:

» The 500kW electrolyser makes use of
advanced polymer electrolyte membrane
electrolysis technology

» IMI can tailor the system to a customer's
specification and serve as g field service
partner for the lifetime of the plant

» The resedarch centres will use it to develop
sustainable aviation fuel and renewable fuel
for future generations of ultra-low
emissions vehicles

"We provide unique product solutions so our
customers in the oil and gas industry can safely and
efficiently manage extremely hazardous processes.”
Pt mitrerrt W ey
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_9 www.imiplc.com/whot-we-do/irmi- e tion fgrowth-hub-why-its-
fundamentol-imis-future

New markets where our expertise can
support sustainable growth

Ol and gas will continue to be needed as a feedstock for valuable
materials, such as plastics. However, innovation can help to
decarbonise the downstream processes. Mindful of how the
industry will look in five to ten years' time, we are actively
investigating opportunities in new technologies and markets
within this space. Dutch research organisation TNO has installed
our valves in a pilot plant for a revolutionary technique for
industrial carbon capture. The process, known as sorption
enhanced water gas shift (SEWGS) is exciting for two reasons

- notonly is it extremely efficient, it also creates blue hydrogen
os o by-product, which can be further utilised os o base materia!
OF energy source.

Right now, there's co_nsi(ieroblel Tor‘ﬂentum behind hyd;ogen Breqkthrough
as a key component in the world's clean, secure energy future. . »

The teéhwﬁolozies are there to decarbonise our energ,\gf sources Englneerlng
and industrial processes - the challenge is to bring down costs -FO rd better
to be able to grow them at scale. We embrace cur role in the World

global energy transition it's hard to find a more compeliing )

exarmple of our purpose of contributing to a Better World.




reating value

Indoor Climate

We create intelligent heating

and cooling systems that
help our customers reduce

energy consumption, improve
building comfort and combat

climate change.

In the current energy and ¢lirmate crisis, one of the most
powerful things tMl can do to reduce carbon emissions is help
our customers reduce their energy consumption whife
maintaining o comfortable indoor temperature.

Saving energy starts with helping our customers to see where
and when they're using the most energy — after all, there's

nothing more wasteful than heating or cooling an unused spoce.

Qur innovative TA-Srmart vatve riot onty continuously measures
and adjusts energy flow but also provides vita! (and continuous)
data feedback thot customers con access through the cloud

to ensure their system is aperating at optirmal efficiency.

To demenstrate the importance of collecting data, we ran an
optimisotion project ot our factory in Germany to reduce the
production half's energy consumption. We installed TA-Smart
along with sensors measuring relative hurmidity, temperature
and CO. levels. The combination of TA-Smart's technalogy,
cur mobile app Hy Tune and our cloud platform HyCloud allowed
us to pinpoint where and when energy was being wasted.

By setting TA-Smart to flow control mode and using HyCloud
to track data, we were able to deliver considerable savings
on thermal energy cansumption while still maintaining

a comfortable temperature.

This intelligent ecosystem led by TA-Srmart is an excellent
example of how we're delivering Vialue Today to cur customers
via innovative digital solutions that are critically needed in today’s
economic and sociol climote.

Accelerating our growth in
smart buildings

Afew smart buildings aren't enough on their own. The planet
needs to reduce its energy consumption. So our ambition is
to maoka new technologies readity availoble, simple to operate
and affordable. it's the challenge of a generation that we're
embracing wholeheartedly.

A significant number of buildings across Europe will need

1o rmake their heating systerms compliant with energy and
environmental legislation over the next 30 yeors. In 2022,

we were defighted to welcome Heatmiser, a leading UK

smart thermostotic contro) manufacturer, to the IMI family,
Heatmiser's products enable heating and cooling in each roam
to be controlled remctely via a smart phone, This acquisition is
a game-changing opportunity for IMI to use the strength of
our brands and rnarkeat position to scale Heatrmiser's offering,
making energy-saving technologies more accessible to
homeowners across Europe.
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Helping reduce energy
waste in Brazil

Reducing energy consumption and increasing the
efficiency of HVAC systems is a global challenge.

The Teresina Shopping Centre in Brazil, is one of

the biggest commercial centres in the region, housing
a cinema, a large food court, a bank, a gym, and over
150 shops. The original HVAC system design had
many inefficiencies causing unwanted temperature
variations, leading to energy waste and user
discormfort. To design an optimal retrofit solution,
the app HySelect was used to ensure the correct
products were selected. Once the design was
finalised, the system was renovated with a
comprehensive cross-brand selution. To ensure

the design matched the reai environmental
conditians, the TA-Scope balancing instrument

was used to set the system up correctly.

Key indoor climate facts:

»n The system was optimised to respond to
changing weather conditions, ensuring optimal
energy use and user comfort

» The renovation reduced energy consumption
by 28%

“The buildings of tomorrow won't require people
to change behaviours to save energy; they will
automatically manage the energy saving for them.
That's the vision for the future, which is closer than
we think.”

Sl Acpnelsoim
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High customer satisfaction

We have gn internaticnal network of Hydronic Colleges, where
we share knowledge and develop new solutions with customers
- It's just one of the many ways we offer our support. While

our progducts are excellent at reducing energy use on their own,
our approach s to look at the requirements of the entire system
and work in partnership with customers to design a bespoke
solution. That's how we delver on our purpoese to build o Better
World: we use state-of-the-art technology and our industry-
leading knowledge to reduce energy consumption and emissions
In cities across the globe.

Breakthrough
Engineering
for a better
world.
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Operational review
IMI Precision Engineering

IM! Precision Engineering
specialises in the design and
manufacture of motion and

fluid control technologies where
precision, speed and reliability @
essential to the processes in which
they are involved. IMI Precisi_d?b
Enginecring operates across three
principal business units: Industrial
Autormation, Precision Fiuid QEM
and Transportation, Further =
details on that segmentation,
and comparison with the 2021
results are available in Note 4. =

Beth Ferreira
Divisional Managing Director

Key brands

» Norgren

« Bimba

- Buschjost

- FAS

- Heron

- IMI Adaptas
« Kloohn

- Bahr

Number of employees

5,800

2021: 5,400

2022 financial
highlights

Revenue

A F986m

2021: £836m

Adjusted operating margin*

o 18.5%

2021:17.8%

Statutory operating margin

% 13.2%

2021:11.9%

Revenue by geography

Revenue by market




Irtroduction Strategic Report

Key developments

» Strong sales growth of 18%,
organic growth of 5%

» Adjusted operating margin up 70bps
» Statutory operating profit up 31%

» Acquisition of Bahr completed,
expanding electric linear motion offering

2022 performance

IMI Precision Fnginearing had a sbivng
year, delivering organic revenue growth

of 5% ond revenue growth of 18%.

This performance reflects positive
conditions in our core end markets;
selective M&A increosing our exposure

to attractive adjacencies; and cur
continued focus on customner satisfaction,
achieving an industry leading customer
satisfaction score in the year.

Industrial Automation deliverad strong
organic growth of 7% compared with
2021, We see continued underlying
dermand for solutions that automate
processes in @ competitive labour market.
The integratien of Bahr, acquired in June
2027 has been progressing well and we
see g significant opportunity to scale
Bahr's innovative electric inear mation
system across our existing customer base.
Furthermore, Bahr's strength in tess
cyclical markets, such as Pharmacy
Automation, increases the resilience

of IMI Precision Engineering.

Precision Fluid OEM, around half of which
is In the Life Sciences sector, remains

an exciting segment, delivering crganic
growth of 6% Adaptas, acquired in
December 2021, has performed strongly
with its order book up 66% at £40m

at the end of the year. The business is

Corporate Governance

Finaraal Statements

integrating well into the Greup, and
extending the divisions product portfolic
further into the attractive Life Sciences
sector. The acquisition of CorSolutions,
a leading innovator in micre-fluid flow
control, will further expand growth in
this area by complementing the offering
from Adaptas.

Transportation revenues were Up 1%
compared with 2027, Whilst we continue
to experience good underlying demand
for cur products, the supply of
semiconductors and other electronic
equipment has constrained truck volumes
in EMEA and North America, while
COVID-19 restrictions impacted truck
volumes in China. We are maintaiming
strong relationships with OEMs, ensuring
we stay well placed to meet demand as
these pressures ease.

Adjusted operating margin in the division
improved in the pericd by 70bps to 18.5%.
The division continues to advance
complexity reduction initiatives,
simplifying the business to better serve
customers. These projects delivered

£9m of incremental benefits in the year.

Growth has been supported by a
significant investrment in people in the
year, with a specific focus on Growth
Hub and digital roles. We have seen
strong improverments in ernployee
engagement and Inclusion & Diversity
remains d priority.

IMI Precision Engineering also made
progress with initiatives that reduce

the environmental impact of its facilities
and operations. Sclar panels are being
installed acress our sites globaily and we
are investigating cpportunities to electrify
our vehicle fleet and roll-out integrated
gnergy management systems across
manufacturing facilities.

2022 2021 Change Organic vs 2021*
Revenuve E¥B6m £8346m +18% «52%
Adjusted operating profit* £182.6m £1489m +23% +9%
Adjusted operating margin® 18.5% 17.8% +70bps -
Statutery operating profit £130 1m £99 6m +31%
_ Statutory operating margin 13 2% 11.9% +130bps

Ovutlook

Based on current market conditions,
including the softening ingustrial
production environment, IMI Precision
Engineering 2023 organic revenues
are expected to be lower than in 2022,
with margins slightly higher.

“See Mote 3 for definitions of alternative performance measures and the references to recanciligtions of these measures



28 WM ple Annual Report & Accounts 2022

Operational review
IMI Critical Engineering

IM! Critical Engineering

leading provider of flows

solutions that enable vi

and praocess industries t

safely, cleanly, reliably, an

afficiently. Our products control™
the flow of steam, gas and liquids

in harsh environments and dare
designed to withstond temperature
and pressure extremes as well

as intensely abrasive or corrosive
cyclical operations. Further details
on M Critical Engineering market
segmentation, and comparison with
2021, are available in Note 4.

Jackie Hu
Divisionat Managing Director

Key brands 2022 financial Revenue by geography
- ML Boy euther high“ghts :

= M Fluid Kinetics ST T
Revenue

~  *713m

2021: £691m

it NH

:;bps 1 9 ° 0 % Revenue by market

2021:18.1%

Statutory operating margin

A o]
3100 § & Y27

2021: 2,900




Intro

P
2l
fug
(o]
3

i

Strategic Report

Corporate Governance

Financicl Stoterments

Key developments

» Organic order intake up 12% in the full
year, order book up 18% year on year

» Growth Hub delivers £43m orders
» Adjusted operating profit up 8%
» Statutory operating profit up 15%

2022 performance

iMI Critical Engineering delivered ancther
impressive performance i1 2022, with

organic order intake 12% higher than 2021,

This reflects increased activity across our
Energy end markets, as wellas o
significant contribution from the
dvision's Growth Hub and Sprint Teams.

Aftermarket orders grew 16% organically,
with strong growth in Refining &
Petrochemical, Oil & Gas and Power.

New Construction orders were 8% higher
on an orgonic basis, largely reflecting
incregsed Ol & Gas activity,

IMI Criticol Engineering continues to
advance its strategy and is actively
deploying Growth Hub where its expertise
can support sustainoble future growth.
The dwision’s Growth Hub and Sprint
Tearns are providing a significant impact
to the divisional results and contributed
£43m of orders in the year (2021 £20m).

The IMI Critical order book at the end
of the year was 18% higher than
Decernber 2021,

Organic revenue was 2% higher than the
prior period, and 3% higher on an adjusted
basis, Aftermarket organic sales were

5% higher than 2021, largely due to
growth in the Qil & Gas, Refining and
Petrochemical and Nuclear segments.
New Construction organic sales were

2% lower than last vear, reflecting the
phasing of Qil & Gas projects.

Adjusted operating margin for the year
was 19%, 90bps higher than the prior year.
This was another strong performance
reflecting the division's strategy to
maximise higher margin aftermarket
opportunities as well as the continued
execution of footprint optimisation
initictives, delivering £4rm of incremeantal
savings in 2022.

Growth is supported by continued
investrment in talent and developrent.
This is underpinned by a focus on inrlusion
% Diversity, higher levels of employee
engagement and the introduction of
further commercial and leadership
development programmes. This
investment is alse driving significant
improvements in customer service,
with IMI Critical Engineering now
reporting an industry leading
customer satisfaction score.

IMI Critical Engineering alse made
great progress with initiatives aimed

at improving sustainability and reducing
the environmental impact of operations
in the year. The division's new
manufacturing facility in Sardinia,
opened in October 2022, has been
designed to be a shawcase facility for
efficiency, from its use of renewable
energy sources to its laycut which is
optimised for material and product flow
and employee safety. The site is set to
play an important role in the division's
continued developrment of green solutions
and will host a team dedicated to
developing and testing solutions

for hydrogen generation products.

2022 2021 Change Organic vs 2021*

_aer intake £812m £712m +14% +12%
Closing order book £627m £531m +18%

Eenue E713m £46%1m +3% 2%
Adjusted operating pro-ﬁt” £1355m £125.0m +B% +7%
Adjusted opérqting margin® 19.0% 18 1% +90bps

Etutory operating profit £127 7m £110.7m +15%

Statutory operating margin 17 9% 16 0% +170bps

Outlook

Based on the division's order book
and current market conditions, IMI
Critical Engineering 2023 organic
revenues and margins are expected
to be higher than 2022

*See Note 3 for defimitions of alternctive performance measures and the references to reconailiotions of these measures



30 IMI plc Annual Report & Accounts 2022

Operational review
IMI Hydronic Engineering

M Hydronic Enginy

leading provider o

that deliver energy «
water-based heating
systems for the resid
commercial building sec o

Phil Clifton

Divisional Managing Director
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Key developments

» 4% organic sales growth with adjusted
operating margin improved to 20.3%

» Statutory operating profit up 10%

» Continued strong demand for cur
energy saving sclutions

» Acquisition of Heatmiser completed,
significant opportunity to accelerate
growth in smart buildings

2022 performance

IMI Hydronic Engineering's premium
products play an important role in helping
custormers meet their environmental and
sustainability goals, delivering optimal
energy efficient heating and cocling
solutions to the residential and
commercia) building sector. With its
strong brands and product positioning,
combined with the global imperative to
reduce energy consumption in buitdings,
IMI Hydronic Engineering is positioned to
delver sustainable, profitatle growth.

Organic revenue was 4% higher when
compared to the prior year, and 3%
higher on an adjusted basis. Growth
was supported by strong orders for
automated control and actuation
products. Sales of our digitally encbled
products - including the TA-Smart valve
- continue to make excellent progress.

Adjusted operating profit increased 5%
6N an organic basis versus the prior year
and adjusted operating margin improved
to 20 3%, an increase of 20 basis points,
reflecting the quality of the business.

Growth is supported by strategic
investments in our digital R&D centre
in Belgium and the exponsion of the
division's Growth Hub programme.
Employee engagement rermains high
and there has been a continued focus
on Inclusion & Diversity.

This investment 1s accompanied by
continued facus on custormer experience.
IMI Hydronic Engineering reported @
customer satisfaction score benchmarked
as industry leading, despite the continued
supply chain pressures.

The acquisition of Heatmiser, completed
in December 2022, will accelerate the
division's growth in smart buildings.

Complimenting IM! Hydronic's existing
HVAC product offerings, Heatmiser
provides an attractive entry point inte
connected residential thermostatic
control, a fast-growing market where
Heatmiser is already a UK leader There
is ¢ significant opportunity to leverage
IMI Hydronic's strong brand and market
presence to scale Heatmiser’s offering
acrass Europe, as well as leverage
Heatmiser's proven connected technology
capabilities across existing and new

IMI products.

The division 1s also actively progressing
initiatives to reduce complexity and
simplify business processes for growth.
Back-office functions are being simplified
and standardised and a Business Service
Centre is being implemented to centralise
activities where appropriote.

In addition to playing an important

role helping customers reduce energy
consumption, IMI Hydronic has continued
to Invest in improving the energy
efficiency of its operations through
equipment upgrades and process
improvements.

2022 2021 Change Organic vs 2021"

Revenue £350m £339m +3% +4%

Adjusted operating profit* £711m F68.1m +4% +5%
Adjusted éperating margin* 20.3% 2-0 1% +20bps
Statutory operating profit £70 &m £64.1m +10%
_ Statutory operating margin 20 2% 18 9% +130bps

Outlook

Based on current market conditions,
IMI Hydronic Engineering 2023 organic
revenues and margins are expected

to be higher than 2022.

“See Note 3 for definmons of altarnative performance measures and the referencas to reconciligtions of these measures
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IMI delivered another excellent
financial performance in 2022,
with increased organic revenues,
adjusted operating profit and
margins in all divisions.

Daniel Shaook
Finance Director
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Key highlights

Adjusted’ Statutory

2022 2021 Change Organic? 2022 2021 Change
Revenue £2,049m £1.866m +10% +4% £2,049m £1,846m +10%
Operating profit £364m £318m +14% +8% £298m £251m +19%
Operating margin 17.8% 17.0% +80bps 14.6% 13.4% +12Cbps
Profit before tax £346m £307m +13% £285m £245m *17%
Basic EPS 105.5p 92 Op +15% 87.6p 735p +19%
Operating cash flow? £290m F274m +6% £336m £327m +3%
Divi&end per share 25.7p 237p +8% 25.7p 23.7p +8%
Net debt : adjusted EBITDA 1.8x 1 5x

- Excluging the effect of adjusting items as reported in the Income staternent. See Note 3 for definitions of alternative performance measures
Adjusted operating cash flow, os described in Note 3 to the financial statements Statutary measure 1s Cash generated from operctions as shown on the cash

Flowe staternent
After adjusting for acquisttions, disposals and exchange rates (see Note 4)

Certain alternative performance measures (APMs') have been
included within this Annual Report. These APMs are used by the
Executive Committee to manitor and manage the performance
of the Group, in order to ensura that decisions taken align with
the Group's long-term interests. Moverments in revenue and
adjusted operating profit are given on an erganic basis (see
definition in Note 3) so that performance is not distorted by
acquisitions, disposals and movermnents in exchange rates.

A table summarising the reconciliction of adjusted measures

to statutory measures is included in Note 3.

Third year of profit and margin
improvement

The Group delivered a good finuncial result in the year, as revenue
and operating margin improved. Revenue increased by 10%

to £2,049m (2027 £1,866m). Organic revenue was 4% higher
thon the prior year, after adjusting for acquisitions, disposals

and exchange rate movements. The exchange rate adjustment
was positive £67m.

Adjusted operating profit of £364m (2021: £318m) was 16%
higher than last year. On an organic basis, adjusted cperating
profit increased by 8%.

The adjusted operating margin was 17.8% (2027 17 0%). All three
divisions grew adjusted margins inthe vear, supported by revenue
growth, the benefits of ongoing restructuring programmes and
value-pricing initiatives. Statutory operating profit was £298m
(2027 £257m), which increased 19%.

Adjusted net financing costs on net borrowings of £19.2m

(20271 £12.1m} was higher as a result of recent acquisitions

and increases in base rates and includes the impact of £2.8m
(2027 £2.8m) interest cost on leases. Statutery net finance costs
were £12 8m compared to £5.9m in 2021, reflecting the higher
net finoncing costs.

Adjusted net financing costs were covered 24 times (2021: 33
times) by adjusted earnings before interest, tax, depreciction,
amortisation, impairment and adjusting items of £457m (2027
£404m). The net pension financing income under I1AS 19 was
£1.5m (2027 £1.0m).

Statutory profit before taxation increased 16% to £285m (2027
£245m) reflecting growth in the year and the Group's continued
execution of restructuring activities ta improve customer focus
and long-term competitiveness. Adjusted profit before taxation
was £346m (2027 £307m}, which was 13% higher than 2021
The total statutory profit for the period after taxation was
£226m (2021 £196m}.
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Adjusting items

Adjusting Items 2022 2021
£m £m
Reversal of net economic hedge contract losses/(gains) 3 {6)
Restructuning costs and associated impairment losses (26) (40)
Loss on disposal of subsidiary - {4)
Acgured intangible amortisation and other acquisition iterms (34) (18)
Exit from Russic [
Gains oninstruments measured at far value through profit 5 5
o loss
Tax in connection with the above adjiusting items 15 15
Change in UK tax rote - {19
Relzase of prior year provisions - 17

Adjusting items that are excluded from agjusted profit before tax
are listed below:

» Reversal of net economic hedge contract losses/gains: for
segmental reporting purposes, changes in the fair value of
economic hedges which are not designated as hedges for
accounting purposes, together with the gains and fosses on
their settlement, are included in the revenues and adjusted
operating profit of the relevant business segment. The
adjusting iterm reverses this treatment ot an operating
profit level, leading to a gain of £3m (2021 £6m charge).

Restructuring: restructuring costs of £26m were incurred in
2022, which includes a £2m impairment reversal. A detailed
breakdown of these costs by division, alongside expected
benefits 1s provided below. Further details on 2021 projects
are included in Note 3.

Loss on disposal of subsidiary: following the disposal of IM|
Interativa in July 2021, the Group recorded o loss on dispesal
of £4m.

Acquired intangible amortisation and other acquisition items:
Acquired intangible omortisation js excluded from odjusted
profits, to allow for comparability of the performance across
divisions. We exciude armortisation of acguired intangibles in
our adjusted measure to provide additicnal infermation on

the impact of our acquisition strategy. We note that the trading
results of acquired businesses are included in the adjusted
results. Acqguired intangible amortisation increased to £30m
(2021: £15m). Other acguisition costs of £4m (2027 £3m)
primarily relates to professional fees associated with the
acquisitions of Bahr, CorSolutions and Heatmiser,

Exit from Russia: IM! strongly opposes the invasion of Ukraine
and fully supports all sanctions. On 4 March 2022 we ended all
new business in and international deliveries to Russia and on
27 May 2022 we completed the divestment of our Russian
subsidiary to local management, resulting in a charge of £9m.

]

Gains on instruments measured at fair value throvgh profit or
loss: a gain arose on the revaluation of financial instruments
and dervatives under IFRS @ of £5m (2021 £5m gain).

» Taxation: the tax effect of the above items has been recognised
as on adjusting item and amounts to a £15m gain (2021 £15m
gain). In 2027, two adjusting tax items arcse that were not
repeated in 2022, First, the impact of the Group's deferred tox
lhabilities of the increase in the UK corporation tax rate to 25%
with effect from April 2023, was a charge of £19m. Second, a
gain of £77m was recorded due to the release of provisions in
respect of prior years which were no longer expected to arise.

IMI plc Annual Report & Accourts 2022

Complexity reduction continues to
deliver benefits

Along with investments into our future growth, Ml continues
to identify and execute on opportunities to drive mare efficient
operations. The following table provides a summary of progress
on our restructuring programmes:

£m 2022 2023* 2024 2025*
Restructuring charge

{including impuirment losses)

Ml Precision Engineering (25} Z8) (an -
IMI Criticol Engineering - &) (35) (5}
IMI Hydrome Engineering (] - -

Total (28) (36) (46) (5}
Cash impoct (43) (35} 32y (5
Ineremental annual benefits

{MI Precision Engineening ? 16 7 3
IMI Critical Engineering 4 3 & ]
IMI Hydronic Engineenng - 1

Total benefits 13 20 13 g

* Futwure looking forecast information

All three divisions advanced their significant multi-year
restructuring programmes in 2022, recognising o total charge
of £26m_ This predominantly relates to the Customer First
project (across a number of businesses) and the raticnalisation
of four facilities within IMi Precision Engineering.

The restructuring programme contributed £13m of benefits

i the year, exceeding the previously reperted target of £10m
due to an acceleration of the pregramme benefits, Including

2072, the total cost of the programme to date is £144m and
benefits of £84m.

Significant projects are expected to be complete in 2024,
although the Group will always seek and execute on cpportunities
that improve tts competitive pasition.

Taxation

The adjusted effective tax rate for the Group increased to 21.3%
(2027 20.0%)} reflecting a one-off tax credit in 2027 The total
adjusted tax charge for the year was £74m (2027 £61m) and the
statutory effective tax rate was 20.7% (2027 19.7%;). The Group
seeks to manage its tox affairs within its core tax principles of
compliance, fairness, value and transparency, in accordance
with the Group's Corporate Tax Strategy which i1s available on
the Group's corporote website. We ore expecting the adjusted
effective tax rate to increase to 22% in 2023, reflecting the
increase in the UK statutory rate of corporation tax from

19% to 25% with effect from 1 April 2023,

Statutory basic earnings per share
increased by 19%

The average number of shares in issue during the period was
258m (2021: 267m), resulting in adjusted basic earnings per
share of 105.5p (20271 92.0p), an increase of 15%. Statutory
hasic earnings per share increased by 19% at 87.6p (2021: 73 50
and stotutory diluted earnings per share increased by 19% at
872p (2021:73.2p).
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Maintaining continued cash discipline

Movement in net debt 2022 2021
£m Em
Adjusted EBITDA* 457.0 403.5
Working capital movermnents {85 1) (50 6
Capital and development expenditure {713) (57.5)
Provisions and employee bensfit movernents™® 15 05
Principal elements of lease payments {32 3} {300%)
Cther 202 o0
Adjusted operating cash flow*** 290.0 273.9
Adjusting iterns (32 6) (35 6)
interest (19 2} (12 1)
Dervatives (8 6) 264
Tax paid (48 &) (509)
Additional pension scherme funding {35} (70
Free cash flow before corporate activity 157.5 194.7
Dividends poid to equity sharehelders (62 2) (61 8)
Acquisition/disposal of subsidiaries {213 3) (203.9)
Net purchase of own shares and share buyback programme (18 8) (225 6)
Net cash flow (excluding debt movements) (136.8) (296.5)
Reconciliation of net cash to movement
in net debt
Net incregse/(decrease) in cash and cash equivelents 110 (86.7)
excluding foreign exchange
Less cash acquired/disposed (10.0) (1.8)
Net drawdown of borrowings excluding foreign exchange (137.8)  (208.0)
and net debt disposed/acgquired
Increase in net debt before acquisitions, disposals and (136.8) (296.5)
foreign exchange
Net cash acquired/drapased 100
Currency translation differenceg {50.6) (4 8)
Mavernent in lease obilities (11.8) (58]
Movement in net debt in the year (189.2) (306.6)
Net debt at. the start of the year (622.8) (316 2}
Net debt at the end of the year (812.0) {622.8)

* Adjusted profit after tax (£272 4m) before interest (£77.7m), tax (£/73 7/m),
deprecigtion (£74.2m}, omartisation {£18 5m) and impairment (£0 5m)

** Movernent in provisions and employee benefits as per the statement of
cash flows (£13 8m) adjusted for the maverment in restructuring

provisens (£153m)

** Adjusted operating cash flow is the cash generated from the operations
shown in the statement of cash Rlows less cash spent acquiring property,
plant and equipment, non-acquired intangible ossets and investrents; plus
cash recewved from the sale of property, plant and equipment and the sale
of Investrments, excluding the coshimpact of adjusting items, a reconciiation

15 Included in Note 19

Adjusted operating cash flow was £270m (2021 £274m).
This represents a conversion rate of total Group adjusted
operating profit to adjusted operating cash flow of 80%

(2027: 86%) largely due to increased working capitai to support

effective supply chain moncgement. There was a £53m cash
outflow from adjusting items (2027T. £36m cutflow) primarily
related to restructuring costs.

Net working capital balances increased £85m due to an increase
int receivables of £39m qs a result of the growth and an increase

ininventory of £47m to maintain service levels to customers
in light of the continuing supply chain challenges, partly offset

by an increase in payables of £1m. The incregse in 2021 of £5Tm

was due to anincrease in receivables of £44m and an increase
ininventory of £37m partly offset by an increase in payables
of £31m.

Cash spent on property, plant and equinment and other
non-acquired intangibles in the year was £77m (2027: £58m)
which was equivalent to 1.2 times (2027: 1.0 times) depreciation
and amortisation thereon.

The Group continues to deploy capital to improve the efficiency
of 1ts operations, including projects that support our net zero
carbon target.

Research and development spend, including capitalised
intangible development costs of £6m (20271 £5m), totalled
£68m (20271 £54m) representing 3.3% (2021: 2.99%) of sales.

The Group continues to support investrmoent in growth with

this spend focused on our Better World purpose. As this measure
focuses primarily on the efforts of the engineering function,

it does not fully capture the cross-functional support in Growth
Hub initiatives — a significant investment alengside our research
and development spend.

In 2022 the Group paid cash tax of £49m (2021 £57m) which
was 66% (2027 83%) of the adjusted tax charge for the year.

Dwidends paid to shareholders totalled £62m (20271 £62m),

and there was a cash outflow of £19m (2021: £26m outflow)
for share purchases to satisfy employee share options. There
was no cash outflow asscciated with share buybacks in 2022
{2027 £200m).

Overall net debt increased by £189min 2022 (2027; £307m).

Strong balance sheet continues to
provide strategic opportunity

Net debt at the year-end was £812m compared to £623m at
the end of the previous year. The increase reflects in-year
acquisitions of Bahr, CorSolutions and Heatmiser, partly offset
by the cash generation in the year. The net debt is composed of a
cash balance of £133m (2027: £95m), a bank overdraft of £94m
(2021 £66m), interest-bearing loans and borrowings of £746m
(20271: £558m) and lease liabilities of £105m (2027: £94m).

The year-end net debt to adjusted EBITDA ratio was 1.8 times
(2027 1.5 times). At the end of 2022, loan notes totalled £546m
(2027 £353m), with a weighted average maturity of 4.6 years
(2021 4.3 years) and other loans including bank overdrafts
totalled £294m (2027 £271m). Total committed bank loan
facilities available to the Group at the year-end were £300m
(2027 £300m), of which £100m (2021: £70m) was drawn.

At 31 December 2022, the value of the Group's intangible assets
wos £1,004m (2027 £768m). The increase compared to the prior
year primarily reflects in-year acquisitions.

The net book value of the Group's property, plant and eguipment
at 31 December 2022 was £299m (2027: £268m). Copital
expenditure on property, plant and equipment amounted

to £57m (2027: £46m), with the main capital expenditure
focused on production facility investment to support operctional
efficiency and growth. Including capitalised intangible assets,
total capital expenditure wos £71m (2027: £58m) and was 1.2
times (2021 1.0 times} the depreciation ond amortisation charge
(excluding acguired intangible amortisation and lease asset
depreciation) for the year of £60rm (2027: £56m).

The net deficit for defined benefit obligations at 31 December
2022 was £19m (20271, £63m surplus). The UK surplus was
£28m (2027: £129m surplus) with the liabilities now fully
bought-in and no future funding requirements expected.

The deficit in the overseas funds as at 31 Decermnber 2022
was £47m (2027: £66m deficit).
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Return on invested capital ('ROIC’)

The Grouwp uses ROIC os on indication of IMI's ability to deploy
capital effectively. The Group's definition is Adjusted Cperating
Profit after tax divided by Average Capital invested. Capital
invested is defined os net assets adjusted to remove net debt,
derivative assets/liabilities, defined pension position (net of
deferred tax) and to reverse historical impairments of goodwill
and amortisation of acquired intangibles.

ROIC was 12.7% in 2022 (2021:13.2%) which decreased by 0.5%,
reflecting the impact of recent acquisitions that have increased
our invested capital at the year end, though we do not see the
full year benefit of the profits until 2023.

Return on invested capital 2022 2021
£m £m
Adjusted Operating Profit 363.8 3181
Natronat Tax charge {77.5} {6367
Net Adjusted Cperating Prafit after tax 286.3 2545
Net Assets 905.6 7721
Adjusted for:
Net debt 812.0 6228
Restrycturing provision 17.8 314
Net derivative assets/lighilities a9 3N
Net defined pension benefit 18.9 625
Deferred tax on employee henefits (5.0) 139
Previously written-off/impaired gocdwill 346.9 3469
Acquired intangibles amortisation 366.5 3115
Closing tapital invested 2,460.8 2,03%.6
Qpening capital invested 2,039.6 18181
Average capitol invested 2,250.2 19289
Return on invested capital 12.7% 13 2%

Three strategic acquisitions in the year in
attractive growth markets

The Group completed three strategic acquisitions in 2022

» On @ June 2022 the Group acguired 100% of the share capital,
and associated voting rights, of Bahr Modultechnik GrnbH
for cash consideration of £88.3m. Bahr is aleading provider
of highiy configured moduiar electric linear motion systems,
based on a broad portfolic of specialist components and is
based in Luhden, Germany.

On 27 October 2022 the Group acquired 100% of the share
capital, and associated voting rights, of CorSolutions LLC for
initial cash consideration of £7.5m and an expected earn-out
of £3.6m. CarSolutions is a leading innovator in micre-fluid
Flow control, based in lthaca, New York.

On 23 December 2022 the Group acguired 100% of the share
capital, and associated voting nghts, of Heatmiser UK Ltd for
initial cash consideration of £117 5m, with up to a further
£8.0m payable based on future financial performance.
Heatmiser is a leading UK smart thermiostatic contral
manufacturer and s based in Blackburn, England.
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Disposals

The Group disposed of its Russion subsidiary IM] Internationg!
LLC on 27 May 2022 for proceeds of Enil resulting in alass on
disposal for the Group of £4.8m after disposing of £3.3m of
net assets and incurring £0.9m of associated disposal costs.
In addition, the exit resulted in a £4.2m impairment of assets
related to Russian contracts.

Foreign exchange

The income staterments of overseas operations are transiated
into Sterling at averoge rates of exchange for the year, balance
sheets are translated at year end rates. The most significant
currencies are the Eurc and the US Dollar - the relevant rotes
of exchange were:

Average Balonce Sheet
Rates Rates
Foreign Exchange 2622 2021 2022 2021
Euro 1.17 116 1.13 119
US Dallar 1.24 138 1.21 1.35

The movement in average exchange rates between 2021 and
2022 positively impacted both revenue and adjusted operating
profit by 4% in the full year when compared to 2021.

If average exchange rates for January 23 of US$1.23 and €174
were projected for the full year and applied to our 2022 results, it
is estimated that both revenue and adjusted operating profit
would be 2% higher.

Treasury

IMI has a centralised Treasury function that provides treasury
services to Group companies including funding liquidity, crecht,
foreign exchange, interest rate and base metal commedity
management. The Group Treasury function manages financial
risks in compliance with Board-approved policies. Further details
of the Group's financial risk management are included in Note 18.

Continued disciplined approach to
capital allocation

The Board determines the appropriate capital structure

for the Group, specifically how much cash is raised from
shareholders {equity) and how miuch is barrawed fram financial
institutions {debt) to finance the Group's activities both now
ond in the future.

The Board considers the Group's capital structure and dividend
policy ot least twice a year ahead of announcing results in the
context of its ability to continue as a going concern and delver
its business plan.

At 31 December 2022, IMi ple (the company) had distributable
reserves of £282m (20271 £294m).

Daniel Shook
Finance Director
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takeholder engagement

hy do we engage?

Building strong and positive relationships with our

ey stakeholders is critical to fulfilling IMl's purpose,
delivering our strategy and achieving long-term
L ustainable success. We aim to engage with our
key stakeholder groups to develop and maintain
positive and productive relationships. Where

e are making strategic decisions, we assess

he impact on affected stakeholders, balance

ompeting interests and where appropriate,
=ngage directly with them on the topic.
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Our stakeholders

Their priorities
» Health, wellbeing and safety at work

» A positive and inclusive culture which values the unique contribution
of individuals and supports their diverse working needs

» An environment that engages all employees in creating our future

» Opportunities ta grow and develop, supporting our people to be
their best

» Rewarding contribution —which ecelebrates our peeple for their part
N our growth

How do we engage

» Thomas Thune Andersen (our non-executive director with designated
responsibility for employee engagement) has an annual programme
of emnployse engagement events, Including sessions with our
graduates and our European Communications Forum

Leadership calls, conferences, town hall meetings

Through our communications platform Workplace - sharing IMI
news, celebrating our people and therr contribution across all
gecgraphies and levels

Pragetive engagement atlocal level to discuss key topics
mcluding when restructuring changes affecting the workforce
are being considered

Anonymised all employee survey to understand the views of our
people. Focus grovps have been estoblished to review findings,
conduct deep dives into key topics and consult on proposed follow
up actions

Certain employees from a number of sites have been invited to
meet the Board to discuss ther career paths and aspirations

Inclusion of 'Hey! That's Not OKI workshop on tackling
inoppropriate behaviour as part of our 2022 IMI Way Day

» Feedbaock from certain ermployees vig a matenality survey which
has contributed towards our overall ESG strategy

Ovutcomes of engagement

» 2022 Employee Engagement Score 80% of employess would
recornmend IM| as a great: place to work (2021: 77%)

» 36% reduction in serious health ond sofety mcidents
» Pay rises and cost of ving suppart
» New Code of Conduct refreshed and introduced across the Group

2023 priorities
» Drive progress around wellbeing

» Advance our Inclusion & Diversity commitments

Further information

» Health and Sofety - see page &4

» IMI Way Day - see pages 14 and 59

» Employee engagement - see pages 14, 58 and 710
» Training and development - see pages 15 and 60
» Cede of Conduct - see page 53

» Employee benefits and pensions - see pages 14, 59 and 129

Their pricrities
» Value enhancing products and services

» New products to help meet sustaingbility reguirements
» Access to engineering expertise
» World-class customer service

» Long-term partnerships

How do we engage

» Our Growth Hub pragrarmme builds a pipeline of new products
for the future success of the Group and involves hundreds of
customer interactions

» Ongoing relationship management at strategic, sales and technical
engineering levels

» Technical and product support, with access to our ndustry
renowned experts, such as through the Hydronic College and
Valve Doctor® programmes

» Increasing use of digital platforms to drive knowledge sharning,
custormer networking and relationship building

» Socal media - including butlding custorner communities
» Participation in relevant trade associations and industry bodies

» Locating facilities nearer to customers in the mast attractive
growth markets

» Direct customer engagement with the Board through events such
as the opeming of our new IMi Remosa site

Outcomes of engagement

» Market-led product development

» Improved net promoter scores acrass all divisions

2023 priorities

» Maintain strong customer service levels and manage supply
chair challenges

» Continue ta apply our engineering knowledge and applications
expertise to sclve key customer problems with innovative solutions

» Implement digital tools to improve customer experience

» To demonstrate our commitment to the environment and our
customers, increase the use of environmental product declarations
and review our utilsation of product hfe cycle assessments

Further information
» Our Growth Hub programme - see page 61

# Examiples of digital platforms that drive knowledge sharnng,
customer networking and relationship building see pages 16 to 25

» Poges 7 and 8 of the Chief Executive's Review
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Their priorities

» Trust

» Financial returns

» Strategy and execution

» ESG

» Effective capital allocation

» Balance of long term versus short-term results

» Stewardship

How do we engage
» Annual General Meeting

» Active Investar Relations programme which includes regular
meetings with investors

» Engagement with sell side-onalyst community

» All Cirectors are availlable to shareholders including at the AGM

» Investor communications and corporate website

» Post announcement roadshows for existing and potential investors

» Remuneration related consultation, in policy change year,
and as required

» Selected investors provided Input into our matenality survey which
contnibutes towards cur overall ESG strategy

Qutcomes of engagement

» All 2022 AGM resolutions passed B8.87 - 99.77%

» Full year dividend payment increased by 8%

» Positive feedback on strategic pregress from rmajor investors

» Stable shareholder base of long-term investors

2023 priorities

» Maintaining quahty and freguency of investor and analyst
engagerment

» Evolve reporting to meet investor needs - including understanding
their ESG priorities and disclosing against GRI standards

» Maintain or improve external recognitions including the LSE Green
Mark Excellence, COP Climate and Water disclosures

Further information
» Shareholder engagenment - see page 111

Their priorities
» Lang-term partnerships

» Fair, prompt and timely payrment
» Fair commercial terms

» Collaborative approach

How do we engage

» Ongoing commercial dialogue

» Supplier summits where appropriote

» Regular business reviews with preferred suppliers

» Audits, due diligence and relationship managernent for
key suppliers

» Board review and approvat of the Group's Modern Slavery Act
Statement, which can be found on our website

Outcomes of engagement

» Prompt payment of suppliers

» Strengthened relationships and resilience

» Mimimal disruptions to customers from supply shortages

» Compliance with our standards and policies

2023 priorities

w Navigate current supply chain challenges to ensure supply chain
resilience across the Group

» Enhance supplier engagerment regarding ESG commitments
» Work with suppliers to mitigate the mpact of inflation
» Optimisation of supply chain

Further information
» Supply chain management - see page 69

» Modern Slavery Act Statement, Supply Chain Cede of Conduct
and Responsible Minerals Sourcing policy - see our website
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Ovur stakeholders

Community

Environment

I Brf

Their priorities
» Positive social impact
» Ernployment opporturities

» Minimised environmental impact in the locations where we operate
and on the global community

How do we engage

» Obtan market insights from adwiser - Ricardo Energy & Environment
» Reporting in accordance with the Global Reporting Initiative

» Local community support and humasutarnian activities

» University partnaerships and Graduate Programme

» Educational workshops in local schools to inspire voung people across
the UK to build a Better World

» Partnership in Germany with a lecal non protit, community
orgarisation, to offer peaple with learning disabilities access to the
reqular labouwr market

» Active manogement of emissions and implementation of reduction
plans across IM sites

» Regular Board ESG updates, Thomas Thune Andersen (our non-
executive director with designated responsibility for ESG matters)
has an annual programme of ESG related engagement events,
including sessions with our Better World team

Outcomes of engagement
» Further reduction in environmental impact

» Increased envirenmental disclosure recogrised through
CDP Climate Change score impraving from C to B rating

» Over 4,000 employees volunteered o combined total of more
than 10,000 hours

2023 priorities
» Driving progress towards our reduction targets

» Optimising our Better World governance for the next phase
of ESG strategy

Further information
» Community activities — see page 59
» Enviranmental, Social & Governance section - see pages 40 to 79

» Environmental performance — sce pages 70 to 79

Governments &
Regulators

Their priorities

» Compliance with applicable lows and regulation
» Tax income ta support society

» Safe and responsible business practices

» Compliance with UK Corporate Governance Code and Listing Rules

How do we engage

» Engagement in relation to specific 1ssues on an ad hoc basis

» Good corparate cifizen with on time tax filings and other
subrrissions to requlators and governments

Ovutcomes of engagement

» Licence to operate

w UK Corporate Governance Code Compliance

» Updoted cur Code of Conduct which includes comphance with local
laws and regulations such as anti-brnbery laws

» Published cur corporate tax strategy
» Integrated sustainabilty and chimate reporting on TCFD
» Climate transition plans

» |SSB standard integration

2023 priorities
» Maintaining positive relaticnshins with governments and regulators

» Continuing to foster o culture of compliance

Further information
» Qur corporate tax strategy s available on our website

» Corporate Governance Compliance statement on pages
100 and 101
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s.172 statement

This statement is made to explain how our Board of Directors, both individually and together, have acted in the way they consider,
in good faith, would be most likely to promote the success of the Company for the benefit of its members as a whole and having
regard (amongst other matters) to factors set out in Section 172(1) (a) to (f) of the Companies Act 2006 in the decisions token

during the year ended 31 December 2022.

When making decisions, each Director ensures that he/she acts in the way he/she considers, in good faith, would most likely
promote the Company’s success for the benefit of its members as a whole, and in doing so have regard (among other matters) to:

a) the likely consequences of any decision in the long-term

The Board has adopted an establizhed business planning process
and sets strategy with a view to long-term success, to deliver our
purpose — Breakthrough Engineering for a better world. Further
information on our Growth Hub programme is included on page
&1 Our Creating a Better World strategy, including our ESG
ambitions and targets are described on pages 46 to 79,

b) the interests of the Company's employees

Our people are essential to delivering performance and growth.
They bring diverse skills, knowledge, and experience to fuel

our performance and growth. The Group depends on its
employees for its success and invests considerable time and
resources on employee engagement, training and development
as summarised an page 60. Thomas Thune Andersen i1s the
non-executive director with designated responsibility for
employes engagement, which includes gathering the views

of the workforce on behalf of the Beard. Please see pages

104 and 110 for mere information about his role and activities.
The Board also meets a range of employees. When making key
decisions, the Beard considers employees’ views gathered
through engagement mechanisms and potential impacts

on the workforce, with Thomas and other directors (where
relevant}, contrisuting any relevant employee insights during
beard discussion,

¢} the need to foster business relationships with suppliers,
customers and others

Customer service and value are at the core of our business model
and strategy and are key to building a long-term sustainoble
business. The Board menitors indicotors of the customer
experience and welcomes the increased emphasis on the
customer which managerment is bulding.

Our businesses waork collaboratively with partners including
suppliers, distributors and agents whe are closely managed from
a commercial and compliance perspective. Further information
can be found on page 69,

d) the impact of operations on the community and
the environment

Cur sites are pasitive contributors to their local communities
as employers and through apprenticeships, employee training
and community activities {including the annual IMI Way Day,
charitable activity and donations). The Group supports such
community involvernent, maore detail on which can be found
on page 59.

The Board aopproves and monitors the Group's plans to minimise
the impact on the environment. Our continued progress depends
upon the Board driving ESG initiatives and channelling
investment to projects with due regard for the environment.
Further information on ESG matters appears on pages 46 to 79,

€) the desirability of maintaining a reputation for high
standards of business conduct

QOur ESG initiatives are consistent with building cur standing as
a good carporate citizen looking to have o positive impact on the
waorld. The Board demands high standards of conduct from all
directors ond Group employees and expects management to be
mindful of how and with whorm business is conducted. This year
we have rolled out an updated Code of Conduct which has been
supported by compulsory traning. Please see page 53 for more
details on our updated Code of Conduct. The Group will decline
to have dealings with third parties who display poor business
conduct or do not pass applicable onboarding checks. Further
information about how we ensure we operate ethically at all
times and our purpose, values and culture, can be found on
pages 52 to 55.

f) the need to act fairly between shareholders of the Company

It 1s not always possible to provide positive cutcomes for all
stakeholders and the Board sometimes has to make decisions
based on balancing the competing priorities of stakeholders.
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The IMI Governance Framework describes Board level governance and how the Board delegates its authority. All Board decisions

are made with the Group’s long-term success in mind and, as can be seen from this Annual Report, the Board has regard to a broad
range of matters including the voice of stakeholders. Where appropriate, Board papers include a 5.172 assessment to support the
Board in its duties. The oversight and monitoring activity of the Board includes maintaining an understanding of key stakeholders
and being receptive to the voice of stakeholders.

In the table below, some of the key decisions made by the Board aver the year are described. There is an explanation of how the
Directors engaged with, or in relation to, the different key stakeholder groups and how stakeholder interests were considered over
the course of decision-making.

Key Board Our decision process Stakeholders considered

decisions

in 2022

Our ESG The Board reviewed and agreed our Creating o Better G = Customers

Strategy World sustainabylity strategy described on page 8 and — During the year, the Board was informed about how a Better World lens
set the targets and ambitions stated on pages 49 and 1s applied to the development of products and solutions to help custamers
50. This involved a number of decisions being taken meet their sustainability targets, The Board was provided with customer
which required the Board to engage with stakeholders feedback via the materality survey results suggesting sustainabihty
and take account of information at several touchpoints strategy focus areas
throughout the year Progress updates were provided °
by the Head of Sustainability and relevant insights were ™M Employees ]
given by Thomas Thune Andersen The Board carefully r91'_'_'r\oqr‘oq The Boord receved a detalled summary of wellbeing and employee

considered the cutput from the ESG materality survey
which included feedback from senior members of the
leadership group, customers and investors about the
relative importance of vanous sustainability focus
areas to support the setting of the Creating o Better
Woarld strategy In July, the Board engaged with
mernbers of the Better World team who shared details
of progress made on social intiatives. This session
generated detailed engagement on areas including
Inclusion & Diversity, health, safety and environment,
talent developrment, employee wellbeing, reward and
communications The Board was also informed about
site speafic initiatives relating te CO., waste and water
reduction. During @ site visit to IMI Remosa in October,
the Board was given a demonstration of the IMIVIVO
electrolyser, a turnkey solution capable of producing
green hydrogen frorm renewable energy sources and
details of ESG related activities and investment ot the
new site In February, the Remuneration Cornmittes
alsa considered and agreed the inclusion of @ climate
related metric within the executive remuneration
structure thus formalising the Iinkage of our executive
remuneration outcomes to our Better World pur pose,
Through cur Creating a Better World strategy, we

seek to runirise or eliminate any negative impact our
businesses may have on our stakeholders and on the
environment to engble a greener future

engagement. activities during a number of touchpoints in the year

The Boord was provided with employee feedback via the matenalty

survey results suggesting sustainakality strategy focus areas Thomas Thune
Andersen alse participated in o sustainability strategy session defivered by the
Group General Counsel & Cormnpany Secretary with members of our European
Communications Forum {(ECF), and engoged with a number of ECF members
In addition, Thomas receved feedback on sustainability matters during hus
employee engagement sessions, which are deseribed in mere detail on page
110. Asummary of key Insights was shared with the Board

Suppliers

The Board receved information about carben emissions generated by our
supply chain and heard about plans for engagement with suppliers to reduce
carbon emissions

Investors

The Board was given feedback from investors via the metenality survey on
suggested sustannability strategy focus areas The Board received updates
from IMI's Invester Relotions team about engogement with investors on ESG-
related matters and engagement with external ratings agencies for example
CDP and MSCl regarding ESG performance and arecs for improvement

Community & Environment

The Bourd took inta account feedback secewved via the materiality survey
on suggested sustainabtlity strategic focus areas and enhanced its focus
on waste and water,

Government & Regulators

During a number of Audit Committee meetings, the full Boord received
updates from Deloitte about guidance and expectations of the Financial
Reporting Counall and the reguirements of the Financial Coenduct Authority
regarding ESG strotegy, targets, compliance and reporting. Willis Towers
Watson shared regulatory and investor community expectations about ESG
targets in executive remuneration with the full Board duning o meeting of the
Rermurneration Committee,
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Corparate Governance

Key Board Qwr decision praress Stokeholders considered
decisions
in 2022
Acquisition in the highly competitive M&A environment, the Group [} Suppliers
of Bahr successfudly completed a number of acquistions i §—4 3 The Board had regard to the opportunity for suppliers to increase their
2022. The Board approved the acquisition of Bahr O—0 business with IMI, which could deliver synergies for IMI. Bahr's suppliers
Modultechrik Holding GmbH ("Bahr™), o leading can remain confident in IMI's financial strength and cormmitrment to
provider of highly configured modular electric hnear long-term partnerships
mOUO”l systerns, a sector which the Board considers o Employees
Ez?;ségplii ;\?T:/I‘It;rzigigvgr?;ﬁei;ﬂ;ge’gnSS:&}\:\& 6—%‘-—(-) The Board considered expected reactions from employeas and the
autoration unit. Bahr provides access to Better rfrhirn brooder career developrment opportunities from the enlarged industric]
World end markets such as pharmacy automation, autermnation business
warehouse gutomation and robatics appheation. 57=] Customers
The Board also considered the longer-term growth == As part of the Boord's deaision making process, the Boord assessed the
prospects of the enlarged Group and potential returns leng-term commernial opportunities and considered thot the combined
product portfolio of IMI and Bahr would provide customers with a larger
range of solutions and tikely enhance IMI's contribution to a Better World.
The addition of Bahrwill enable IMI Precision to deliver o power agnostic
offering of pneumatic and electric linear motion systems.
4l Community & Environment
In succassfully completing the acguisition, the Board was mindful of the
5 increased exposure ta Better World end morkets,
o 2,c Investors
L_%_f{]IJ The Board took into acesunt our broker's opinions on the expected market
reqction to the acquisition, The Board had regard to the opportunity that Bahr
i expacted to be both margin and growth accretve to IMI Precision and the
acquisition 15 projected to deliver a financial return in excess of IMI's cost of
capital by the end of vear three.
Disposal Upon Russia's invasion of Ukraine, the Board quickly 2, Employees
of Russian discussed the impact on our colleagues and customers & & & TheBoord considered employees affected in the region first and foremost,
business in affected regions Following IMI's commitment to mMeara s The Board understood the impact this would have on employment for some
cease oll new business In and international delveries to of the workforce, ond was assured by management that relevant groups
Russig, the Board decided to dispose of IMI's Russian would be consulted fairly in ine wath IMI's values and local fow. Local
subsidiary to local management. The Board considered managemant took steps to ensure open didlogue with the local workforce
the cormplex and evalving situation including ensuring and reduce adverse consequences for ernplayees.
the ongaing solvency of IMI Russia, The Board was i
mindful of taking steps to do the nght thing and (O =] Customers & Suppliers

protect our reputation, complying with international
sanctions and keeping our local employees within
Russia safe,

Hog

|

The Board was cogrisant that continuing to support local custormers in Russia
was not nght nor practical. The Board agreed that the proposed transaction
would enable the business to continue supporting customers. The Board

was aware of the iImpact of the decision on our teams who worked hard

to malntain ongoing dialogue with local customers ond manage custamer
expectations in challenging circumstances

Government & regulators

The Boord recognised the wider reputational considerations and agreed

that the disposal would show IMI's commitment to discontinuing its Russian
business and would therefore promote the long-term success of IMI. The Beard
took into account evolving laws, complionce with nternational sanctions and
banking covenants, We maintained communication with our banks to ensure
compliance with our finance covenants
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Creating a BETTER WORLD

Qur sustainability strategy, Creating a Better World, sets
out the most important priorities for our business and for
our stakeholders. This framework has been developed in
ollaboration with certain customers, investors and our
people who were part of our materiality assessment proces
his involved completing a survey and ranking 42 sustainabif
issues in order of importance to our business. The responses
ed into the development of our board-approved ESG strategy
and helped determine our sustainability pillars.
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Empowering " Sustainable | - ‘Climate

people solutions action

Turn to page 56 D Turn to page 66 D Turn to page 70
We will develop and We will engineer We will play our part to
empower people to solutions that help address climate change
make an impact and our customers by minimising the
create a better become safer, more environmental impact
working world. sustainable and more  across everything

productive. we do.

Responsible
business

D Turn to page 52

Operating responsibly and doing the right thing
are the foundation of everything we do.
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Creating a BETTER WORLD

Ovur performance and targets

Empowering people

Measure Target
Employee engagement Employee engagement, measured through the One Big Voice survey results for employees seeing
One Big Volce survey, has increased from /7% IMl as a great place to work to be »75%"

in 2021 to 80% 1n 2022. Employees see Ml as
o great place to work

Diversity Percentage of women in manogement positions To have 25% of women In management across
15 22% the Group*

Health and Safety Total Recordable Incident Frequency Rate (TRIFR) To remain within the top guartile of safety
was 035, down from 0.54in 2027 perfarmance for the industry sector

Our goals

+ Health and safety: ensure all our emiployees are safe and supported at work
+ Culture and employee engogement: create a culture where our employees can thrive

« Talent and people development: develop and empower people to make a positive impact on our business, customers
and communities

= Inclusion & Diversity: build a truly inclusive business where people are free to be themselves and that reflects the diversity
of the societies in which we operate

Sustainable solutions

Our ambitions

Product performance Muaintain our mermbership with the London Stock Exchange Green Economy Mark. Continue to develop

our Growth Hub sustainabile partfolio ossessment and integrate current and emerging 'green’ taxonomy
definitions, in addition to cur own Better World objectives

Innovation Ensuring our R&D spend as a % of revenue remans at o minimuem of 3% and focusing cll of our peaple

on solving acute customer problems in order to deliver IMI's purpose of Breakthrough Engineering for
a better world*

Supply chain Engagement with our suppliers to progress our Scope 3 reduction plans

Our goals

= Product performance: optimise product quality and performance for our customers to help them reduce their own emissions
= Operational excellence: improve efficiency ond reduce waste

= Innovation: develop products with enhanced focus on quality, environmental impact and reliability to solve customers’ problems

= Supply chain: engage our suppliers to ensure we maintain a sustainable, ethical and resilient supply choin

* Targets/ambitions new for 2022.

our GOOD HEALTH Employee health GENDER We strive We aim to provide DECENF WORK AND Ve provide
AND WELLBEINE ] wellbeing is of FQuALITY for equity In solutions which ECONOMIZ EROWPH 13 ning and
- - utmost impertance treatment of our help our customers doevelopment for
pl'lorlty ' Our health and safety people ard have reduce their M all of our people
polices and cur made gender ermissions and ‘. and follow best
UN wellbeing intictives diversity o business increase efficiency practices in
are key to ensuring prionty and ensure providirg good
SDGS tugh levels of health our development waorking conditions
and wellbeing progrommes are ond practices

amangst our people avaiiable for all
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Targets

Total CO-intensity reduction of 25% from 2 78 in 2019 to
2.09tC0se per 1,000 hours worked on a location basis,

To reduce ermission intensity to 1.39tCOe per
1,000 hours worked (50% of 2019 baseline) by

2030 on a location basis

Absolute COse emissions reduction of 30% from 57,500t
(in 2079} to 40,480t

Established total Scope 3 emissions (as at 31 December

2027 of 586,625tC0.e (see pages /8 and 79 for

Total water usage reduction of 5% from 203,444m°

in 2020 to 193,457m* in 2022, Total water intensity
reduction of 7% from 10.8 in 2020 (m? per 1,000 hours

worked) to 10 0 in 2022

25% by 2030

WLl

To be net zero for Scape 3 emissions by 2050

To reduce water intensity to 2.7m* per 1,000

hours worked (10% reduction compared to 2020

baseline) by 2030

Achievements
Qur Scope1
emissions &2

Scope 3*

further details}
Qur water
usage*
Waste*

in 2022

To reduce total non-recycled hazardous waste

by 50% from o 2022 base by 2030

Our goals

+ Emissions reduction: reduce environmentat impacts of our operations on air, water and waste

« Climate chonge: minimise our impact on climate change and mitigating against the risks

** Subject to further analysis and validation

Responsible business

Highlights
Code of Conduct Enhanced Code of Conduct and associated cnline training introduced across the business, with further
onsite sessions planned in 2023
Reporting We will report in accordonce witﬁ-:ﬁé GRI for the first time (see our website for details)
Wellbeing New Emplo;ée--;&%i;é nee Programme launched in 2022 7 - -

ESG RATINGS °

coc w  em wsw a axa

IMlis currently rated AA

(leader) for MSCI

IMI has been g member of FTSE4Goad since June 2027,
with an ESG score i the 54th percentile of our peer group

FTSE4Good

SNCDP

IMI respands to the CDP climate and water secunty
questionnaires, scoring B and C respectively in 2022

Our areas of focus

» Long-term sustainable success: ensure the viability of the business by generating and preserving value over the fong-term
= Governance: framework of policies and procedures which control and direct our company

= Ethics: acting with integrity to demonstrate the highest standards of responsible and ethical behaviour

= Compliance: respecting and adhering to laws and regulations and our policies and procedures

INDUSTRY INHOVATION
ARD INFRASTRUCTURE

Our technologies help
mprove efficiency in
many end applicotions,
particularly in bulldings
and infrostructure
projects.

1

REBUCED

We aim to 'n ‘

Focusing on 13 gé'#;;t

Our products

WEOUALITIES ooy pquichity " erussions reduction and solutions
F N opportunities for and nnovating for help contrnibute
‘ L] ’ atl wur people and 3‘ improved product to mitigating
- adopt pelicies that A, é‘:ﬁj efficiency ensures a the effects of
v promote greater L imwe  Better World for oll climate change
equality, whether oty dweling

or rural based.
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Our sustainability milestones

2020

» Established our Better World purpose

» Established our Better World team

» Committed to halve our CO: intensity (Scope 1 & 2) by 2030 compared to a 2019 baseline
» Appointed Thomas Thune Andersen as non-executive director responsible for ESG

2021

» Appointed Louise Waldek as the Executive sponsor for the Better World team

» Appointed a Head of Sustainability

» Met {(and exceeded) the FTSE Women Leaders requirement for >33% of female representation on both the Board
and Executive Committee

» Met the Parker Review requirement of at least one director from a minoerity ethnic group

» First TCFD report published

2022

» Expanded the Better World tearn to include Scope 3 and governance and reporting sub-committees

» Completed our materiality impact assessment with input from key stakeholders including employees, investors and customers
» Assessment of Scope 3 emissions and inclusion of reduction plans with interim and net zero targets

» Developed and communicated our ESG strategy Creating a Better World to key stakeholders

» Purchased renewable energy certificates to guarantee renewable energy supply covering 79% of our electricity consumption
» Inclusion of our women in management metric within our empowering people targets

ployi

» Begin product assessment weork to help alignment of products and markets to Better World
» Increase the use of product Life Cycle Assessments

» Design a sustainability portfolio assessment for markets, risks ond benefits

» Materiality assessment update to double materiality

» Updote transition plans with Scope 3 emission reductions

» (mprove and develop TCFD disclosures

plexle

» Achieve 10% reduction in water intensity compared to a 2020 buse

» Achieve 50% reduction in Scope 1& 2 intensity compored to a 2019 base

» Achieve 25% reduction in Scope 3 emissions compared to a 2021 base

n Achieve 50% reduction in non-recycied hazardous waste compared to a 2022 base

2040

» Achieve net zero target for Scope 1 & 2 emissions

2050

» Achieve net zero target for Scope 3 emissions**

** Subject to further analysis and validation.
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BETTER WORLD

Responsibl
ouUSsiness

On pages 46 to 49 we describe what Creating a Better Wor
eans to IMI and how we approach key aspects of our ESG
ngenda. Qur ESG pillars are empowering people, sustainab
Lalutions and climate action. We are committed to acting
esponsibly. We seek to minimise or eliminate any negative
mpact our businesses may have on our communities, our wi
stakeholders, and on the environment. We will play our pa
address climate change and protect the planet by minimising
he environmental impact across everything we do. We will
engineer solutions that help our customers become safer, mor
.\ stainable and more productive. We will develop and empower
people to make an impact and create a better working world;
Breakthrough Engineering for a better world. '




Code of Conduct

Doing the right thing, always, is inherent
in our purpose to deliver Breakthrough
Engineering for a better world. Integrity
is one of our core values and underpins
everything we do.

Our Code of Conduct sets out the
standards our stakeholders can expect
from us and what we expect from

our people and our business partners.
IR DRecariaer 402z, We @ Revisrse)
Code of Conduet fn eur cere
eur pEeRe
o ensure ey

Ll gexpectationstans)
lhew o relies ey etiiesl
cemngsrns or elsrmes.

We have a number of detailed standard

operating procedures underpinning

our Code of Conduct and appropriate
ompliance processes. A list of key

nolicies and procedures can be found

n the Non-financial information

SNde ment on page 84 cmd InC|Ude

include Internal Control Declarations,
spot checks and regular on-site legal and
compliance reviews, which are designed
to help instil the highest standards of
regulatory compliance. These policies
and procedures are embedded in our risk
assessment processes, further details of
which are provided on page 92.

The new Code of Conduct, our 'Speak Up'

QINE] [Fkehy TINEESS LIehs WA
esriinue o enteurege el empleyees @
reEert any incident dhetk b net In keesing
with sur veluss and behevieurs dweuglh
ﬂ'm@)@?@
contieridal independent hotline, viidh
M@w
[Edi]

and Compllance Commlttee reviews
hotline activity on a monthly basis.
Reports are investigated thoroughly and,
where required, dction is taken to resolve
issues. The Executive Committee and the
Board also meonitor the operation of the
hotline and check that commensurate

investigation and follow-up is carried out.

IMEple Code of Canduct

iMI




Our ESG
framework

Buring 2022, we built on our four

step process {outlined in 2021} and
developed cur ESG framework,
Creating a Better World, This approach
aligns to our purpose and provides

a focal point for us all to strive towards
and measure our progress against.

We have also adopted the Task

Force on Climate-Related Financial
Disclosures (TCFDYs recormmendations
for governance.

Creating a Better World
governance

» Led by the Chair and the Chief
Executive, there is Board level
commitment to develop a strategy
cavering how we best deliver
Breakthrough Engineering for a
better worid and how we report on
our progress — for all our stakeholders

» Qur senior independent, non-
exacutive director, Thormas Thune
Anderson, hos designoted
responsibility for ESG matters to
support the directors' collective
responsibility to consider G wide range
of stakeholder perspectives and drive
IMI's ESG agenda when arriving ot
Board decisions. His role and relevant
experience is described on page 96

The Beard set our Creating o Better
World strategy and our £5G priorities.
The Board is responsible for the
impact of climate-related risks and
opportunities. For full details of
activities carried out by the Board

in the year, see pages 106 and 107,
The Board receives updaotes
throughout the year on progress on
ernissions reduction targets (Scope 1,
2 and 3}. The Board determines risk
appetite regarding climate-reloted
risks. The Board reviews principa! risks
biannually and reviews the
effectiveness of internal controls
annually. The Board also horizon scans
for emerging climate-related risks

Strotegy execution is delegated to
the Chief Executive, supparted by
the Executive Committee. The
Executive Commuttee is fully engaged
with ESG matters and Louise Waldek
1s the IMI Executive sponsor for the
Better World team. The Executive

Committee monitors and reviews
ESG progress, climate-related risk
managernent processes and reviews
biannually o detaled analysis of the
Group's risk profile including
supporting divisional data

Dwisional leadership implements the
Creotmg o Better World strategy.

tt also monitors changes in the
climate-related risk profile and 1s
responsible far ensuring risk
management culture 1s integrated
across the division and aligned to
the Group's objectives and appetite.
Divisional leadership is responsible
for date capture and cascading
initiatives and projects

Our Head of Sustainability leads the
Group's Better World team which is
composed of senior representation
from arcund the business, each with
a different perspective and expertise
in ESG matters

During 2022 twe sub-committees
of the Better World tearm were
established:

— Scope 3 A focused group of key
individuals involved in establishing
what our Scope 3 emissions are
and development of a strategy
to reduce Scope 3 emissions

- Governonce and Reporting:
A selected group of employees
involved in collating and arganising
our data and regulatory responses
required for key internal and
external sstainobility reporting

Inclusion & Diversity is managed by the
divisions and monitored by the Better
World team.

Better World sul-committees met
monthly throughout 2022 and made
progress in these aregs: our Scope 3
data capture ond disclosure (see

pages 70 to 75), strategy; our nternal
and external governance, and reporting
requirements. This included providing
clarity te the Group on the increasing
external governance landscape and

the key third porties involved.

We also have a dedicated
managernent cormmittee with
responsibility for chartable
donations, humanitarian support
and sponsorships.

IMI ple Annuol Report & Accounts 2022

To strengthen reporting and improve
stakeholder communications, it is
important to provide comparable and
medningful ESG data and information,
aligned with internotionally recognised
standards and disclosures. As such,

we have presented our ESG reporting
framework Creating a Better World,
building on our strong foundations.

We conducted a peer review to inform
how leading crganisations from various
sectors are reporting against ESG.

We also carried out o review of the
critenda within leading sustainablity
reporting standards.

Globol Reporting

initiative (GRI)

To strengthen our reporting and give

o greater level of transparency, we are
disclosing in line with the GR! Standards
for the first time. We have now
developed a framework to capture

the reguired data across the various
ESG cotegornes to align with the GRI
Standards. We will also continue to

use the CDP ta report Greenhouse

Gas (GHG) emissions as well as water
security which we disclosed for the first
time in 2022, As detailed on page 77, we
have also undertaken climate scenario
analysis to suppert our TCFD disclasure.

We fully apprecicte the wnportonce

of data required to provide robust

and transparent reporting, and this
Annual Report is our first full Report

‘in accordance’ with GR! We have
disclosed (on our webstte) our material
issues (including cur matenafity impact
assessment maotrix) that are most
important to our stakeholders as
identified by the materiality assessment
conducted earlier this year, described
on page 8 of this Annual Report. We
will continue to invest in systems and
processes to help us with our reporting
requirements in this key area. Cur
website includes a comprehensive
index which maps our material iterns
against the required GRI disclosures.
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Communicating
strategy through
the organisation

T

Area Roles

Board Chief Executive
Non-executive director with designated
responsibility for ESG

Executive Executive sponsor for Better World team
Divisional Managing Directors

Better World Head of Sustainability

team

IMI Precision champicn

IMI Critical champion

IMI Hydronic champion

Head of Health, Safety & Environment
Group Financial Controlier

Head of Risk

Head of Engagement & Communications
Head of Global Wellbeing

Governance team

Investor Relations Analyst

\

Communication
of activities and
initiatives

Responsibility

T approve the Creating a Better
World strategy and ensure ESG issues
are cansidered as part of the Group's
purpose, strategy and objectives.
Cversees progress ogainst targets.
Assesses climate-related risks

To set direction and ESG focus areas
relevant to IMI

To oversee ESG initjatives and provide
regular updates to the Beard

Making sure the right people and rescurces
are in place to achieve cur ESG objectives

A cross-divisional and functional team,
co-ordinating ESG initiatives across
the Group

Responsible for recormmending ESG
strategy, developing plans for its
implermentation, and establishing
structures, measures and validation plans
that deliver te Group targets. Routinely
reports to Board ond Executive

Developing external and internal
communication plans in parallel to

the above

Managing IMI's relutionships with external
consultants and agencies

How we approach ESG

Across the Group we operate both o 'top down' and 'bottom up' approach to the ESG agenda, as illustrated above. This allows
the Board and the Executive Committee to review and assess ESG strategy and activities. It alse ensures that ESG progress
and initiatives are managed at multiple levels and that key ESG information is communicated effectively ceross the Group.

[O] MI Hydronic Engineering -
Liung, Sweden ’




BETTER WORLD

mpowerin
seople

e will develop and empower people to make an
mpact and create better working worlid.

Hur people are critical to delivering cur purpose of
3reakthrough Engineering for a better world.

Our better world ambition is about developing and
~mpowering people to create a positive impact in our
Husiness, for our customers and for the people we serve
and the communities in which we operate.

~yur values remain the backbone of our business — customer
ntimacy, integrity, playing to win and one big team guide all
our interactions and inform our decisions.

A summary of our people strategy is outlined on pages
and 15 and in the pages that follow.

ounts 2022
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Culture and
employee
engagement

Through 2022 we have continued to
invest in and nurture our culture to
ensure it is a differentiateor for our
business. In a world that continues
to be volatile, having a strong culture
is helping us te manage uncertainty.
We operate a business where the
safeguarding of our employees is front
and centre, where we collaborate

to create a Better World for our
customers, communities and each
other, and where we adapt to ensure
our people, products ond processes
continue to thrive,

Qver the last year we have shared more
about ‘who we are and what we do'
with our stakeholders to showcase

IM| s a purposeful and progressive
business, Qur corporate website now
includes regular updates that bring to
life our culture through the use of 'proof
paint’ storytelling of our people and
products, and we have embraced
multiple social media channels to reach
future talent. The Executive Committee
has sponsored  'Big Play on Talent’
mitiative focusing on talent attraction,
talent visibility ond talent development.
This has resonated positively across the
whole organisation.
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Workplace, our internal
corrmunications platform, continues
to provide all employees the ehility to
connect and collaborate every day.
We have been focused on engaging
front line workers with o number of
supported site pilots; those that have
participated are now featuring in our
top ten most active locations. This
platform continues to provide a
channel to showcase our purpose,
strategy and values in action.

Cur global employee survey, One Big
Voice, is now in its second year in this
format and is a great way to engage
with our colleagues. The survey is
translated into our care 12 languages
and the results are analysed locally with
sites creating specific action plons for
improvement that are signed off by
divisional HR Directors. We are pleased
to report that our key metric to
measure employee engagement
increased to 80% in 2022, up freom
/7% the prior year (our new
engagement measure is outhned on
page 12), reflecting the ongoing efforts
and investment being made to ensure
that IMl has ¢ positive culture and is o
great place to work.

IMI Precision Engineering —
Farmington, USA
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IMI Way Day

Front and centre of our engagement
approach is the IMI Way Day. It
prevides the opportunity for every
stte and every team member to come
together for one day and celebrate
their part in creating o Better World
for our customers, our pecple and cur
communities. Taking time to pause,
reflect and contribute to our business
priorities, talk ta each other about
what really matters to us all at IM],
and give something back to our
communities are core drivers of
engagement for our business - and
essential ingredients of a purpose-ted
organisation.

In such a demanding world, the IM|
Way Day is protected time to examine
our purpose and our connection to it.
it's essential to identify and celetrate
how each division, each site and each
individual contributes to our growth
and our purpose. This year seven of
our sites were featured in video stories
showcasing the part our people are
ploying in creating a Better World -
from our assemblers to our line
operators, our machinists to our IT
tearn. A key highlight was showeasing
our values in action and the work our
team in Poland has led to support the
humanitarian crisis on

therr doorstep.

Community engagement

The IMI Way Day encbles cur
employees to engage in volunteering
activities which contribute to our local
communities. Common activities
included assisting at locat food banks
and helping clear and tidy local parks
and woodlands for local residents to
enjoy, in addition to raising and making
direct contributions to local chanities.
tn 2022 over 4,000 employees
volunteered a total of over 10,000
hours. We ensure that all activities
align to at least one of the 17 United
Nations Sustainability Development
Goals. In 2022; activities aligned to
life on land; zero hunger; good heclth
and wellbeing; and climate action
amongst others.

In addition to the local community
initiatives that take place across

the business at site level, IMI made
donations to a number of not-for-profit
crganisations amounting to £180,000
in 2022, Highlights include partnering
with the Derby Museum to sponsor the
Midlands Maker Challenge - an exciting
programme that draws on the rich
manufacturing heritage of the
Midlonds to encourage an open and
exploratory mindset that helps young
people feel empowered to make a
difference in their communities and

to learn and develop new skills. We also
Joined with cur employees to fundraise
for the people of Ukraine through a
UNICEF fund. IMI committed to match
funds raised by our employees and as a
result, over £32,000 has been donated.
On a practical level, our teams on the
ground in different European locations
set up collection points in offices to
receive donations of vital items for
refugees. Containers were then packed
up wsing our distribution hubs and, with
the help of colleagues liaising with the
Red Cross, shipped to Poland to help
those most in need.

Welibeing

Ensuring that all employees feel valued
and supported is central to our culture.
Qur wellbeing framework is centred
around four pillars — mind, body,
financial and social. To compliment
these, this year we introduced an
Executive sgonsored Employee
Assistance Programme (EAP), which
launched globally at the beginning of
June. This free, confidential programme
provides short-term professional
counselling for any work or personal
issue. It includes an online resource
hub with access to articles, checklists
ond advice on o wide range of topics
including work, life, parenting, health
and ageing. We have a team of
wellbeing champions around the
business who assist the Head of
Global Wellbeing in communicating
the programme to colleagues via our
internal communication platform,
Woarkplace, and also to our frent-line
workforce through townhall sessions.
Awareness days such as Weorld Mental
Health Day are embraced around the
business with events being held to
support the wellbeing of colleagues.

Employee representation

We are committed to upholding
strong relationships, and engaging
regularly, with union bodies — these
are represented across many of our
sites. We host an annual European
Communications Forum (ECF), which
took place virtually this year, and

was attended by employee
representatives from all of cur key
European geograghies. The annual
ECF is an important opportunity to
share an update on key business and
people initiatives as well as respond
to any questions or concerns. We also
meet with the forum members every
quarter to share updates and seek their
thoughts and feeaback on key

topics arising in their geographies.

This year we have also engoged
with a cross-section of employees
in focus groups on topics including
communications and engagement,
talent attraction (especially early
careers), and talent development
opportunities,

Leadership engagement

Cur focus on Leadership Engagement
has continued with our Playing to Win
leadership conference gt the beginning
of the year and quarterly leadership
sessions around our strategy, led by
the Chief Executive and Executive
Committee with our leadership group.
Key messages from these sessions

are cascaded to all employees with

a specific focus on supporting

middle management to understand
the company's purpose, strategy

and values.

Pay and benefits

We continue to ensure pay, benefits,
and wellbeing propositions are
competitive and fair. Pay is typically
reviewed an an annual basis, with
increases aligned to an individual's
level of skills and experience as well

as external factors like market
competition and inflation. 2022

was o year of great global ecenomic
uncertainty and, in mony countries,
there has been a backdrop of
historically very high inflation. This is
expected to continue in 2023, and, with
that in mind we focused cur resources
on those who need it most by giving
higher relative pay awards to
employees on the lowest incomes,
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Talent and people
development

Talent was an Executive priority for
2022 and we have focused on three
workstreams: Talent Attraction,
Visibility and Development. This

has resonated positively across the
whale organisation. Qur Inclusion

& Diversity policy has been fully
integrated into each of these
workstreams, ensuring that we
centinue to leverage Inclusion &
Diversity as a key enabler to further
develop our culture. The overall focus
is on developing and executing a strong
internal succession pipeline while
supplementing this with high calibre
external candidates where required,
and especially in those parts of the
business requiring new capabilities
for growth such as digital expertise
for custormer experience; commercial
excellence; strategic product
management and new skills

n engineering.

Talent attraction

We are committed to attracting high
quality, diverse talent, through an
impactful and excellent candidate
experience. Doing this will ensure
that we continue to have a pipeline
of high-calibre talent to deliver our
growth agenda. Excellent progress
was made in 2022 to improve cur
attraction, recruitment and selection
and onboarding processes.
Enhancements to our corporate
website and sccial media platforms
are bringing our purpose and culture
to life and ensuring our ‘go-to-market’
strategy demonstrates IMI to be an
emplayer of choice. We have
standardised our testing and interview
processes to suppert our hiring
managers and unconscious bias
training is alsc being rolled out to
further embed Inclusion & Diversity
best practice into our processes.
Digitohsation of our recruitment
process is also being invested in to
improve time to hire and improve

the candidate experience.

Talent visibility

We have also made a series of changes
which give us greater understanding
and visibility of the talent that exists
inside cur erganisation. We improved
our performance management
process to emphasise career
aspirations, mobility and development
conversations. We also re-defined
talent to encompass performance
and potential, with performance
ratings now reflecting delivery of
results in the right way and identifying
talent that will help us to win.

The Talent Review process now
incorporates the fuli Executive team
reviewing cross-divisional and
functional succession plans and
development. There is also a monthly
Executive team discussion on open,
business-critical roles, high potential
talent development and follow up
actions from the most recent talent
review. The Talent Review process
covers roles two levels below the
Executive Committee with

focus on the talent assessment

and succession pipeline, Growth Hub,
early careers, site leaders and
commercial talent. Succession
coverage has also improved compared
to prior year, as a result of the cross-
divisional talent sharing and improved
talent visibility across the Group

Owing to success in recent years

with internal promotions into
leadership roles, a lower than expected
percentage of roles were filled
internally at 28%. We continue to
enhance our internal pipeline through
developrment of high potential talent
and therefore expect to see this return
to a higher percentage in the medium
to long-term.

Training & development

Development remains a key enabler
to both engagernent and retention
of talent and a core part of our talent
strategy. We have continued to invest
in IMI Learn, our e-learning platform
that is accessible to more employees
globally with multi-language capability.
The varied content will support
personal developmeant and begin

the journey away from o 'push’
system of compliance training to

one that is individually driven

for personal development,

Having focused development
programmes for our talent population
will ensure they ore able to progress
and grow our business, Key ta this
has been to realign leadership
development to our Better World
growth ambitions and to engage

our leadership community in their

role to grow IMI.

» In 2022 we began a partnership with
the International Institute for
Management Development {IMD},
launching an executive management
programme in October with 50 of
IMI's key leaders (24% female)

» Qur successtul Catalyst programme
for high-potential talent has
continued with a second cohort,
representing a gender balanced
group more closely aligned in
experience level This programme is
seeing excellent engagement and
will continue into 2023

The IMi Graduate Programme
remains a key talent pipeline, with
40 graduates joining us as part of
the 2027 intake. Retaining an even
gender balance into the organisation
remains a priority with 40% of the
2022 intake being female (50% in
2027). We continue to diversify the
programme into broader disciplines,
further ensuring the delivery of key
capabilities into the business and in
2023 we will expand our early careers
opportunities as a pipeline to the
graduate programme

We want all our people to see and

own their part in our growth. We are
engaging more people from right
across the business and externally
through our entrepreneur network

to drive our growth accelerator
programme, Growth Hub. We
appointad divisional growth accelerator
leads who use the tools, technigues and
growth mindset from Growth Hub and
take the learnings into our local sites
These, and other activities, encourage
maore employee involverment in our
growth agenda.
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The Growth Hub effect

Ovur innovation process is
about more than creating
new products: it's opening
the door to transformational
cultural change.

Growth Hub, IMI's innovation engine,
1s a hands-down commercial success.
Qur internally incubated Growth Hub
projects produced £23m of ordersin
2027 and £52m of orders in 2022.
What makes Growth Hub even more
exciting for our future is the way the
process is already sparking o profound
change in mindset at IMI.

Growth Hub encourages an agile,
decisive, entrepreneurial approach
to solving industry-wide customer
problems. Sprint teams move ot
pace and learn new ways of working,
including killing projects eariy and
pivoting fast when necessary to

take advantage of newer, bigger
opportunities.

IMI Precision Engineering ~
Palézieux, Switzerland

[O

The growth in ambition this engenders
touches far mare than the hundreds
people who have been involved in
Growth Hub to date. Through the
power of the network, it impacts

on all 10,000 of our people and 15
bringing about a remarkable

cultural transformaticon.

Experiments not projects

Tesling ussuniplions to confirm them
or bust them fast is a skill that can

be applied to almost any role. Likewise,
the Growth Hub mantra of fecusing on
product-market fit sharpens our
commercial sense across the board.

It drives us closer to our customers,
keeping us tuned-in and alert to their
ermerging chailenges and needs. Rather
than the sense that we are inside IMI,
communicating outwards towards our
customers, we're reversing the flow
and making communication moere

of an outside-in process, inviting
customers to hackathons and co-
cregtion sessions which yield dozens

of new insights and ideas.

) noro ™.

The rigour of the Growth Hub approach
is key to its success. Getting into the
habit of busting assumptions early
on s one of the best things team
members learn from being involved
with Growth Hub We cll hold
assumptions, and what assumption
busting does is allow you o test out:
‘Is this a fact, or is this a story we're
telling ourselves to make a situation
more in line with our cxpoectations?”

Growth Hub is arming our people with
new skills that will help us navigate
uncertainty and it's changing how
customers perceive us and we perceive
ourselves. It is securing our future as

a drniving force behind our Better
Woerld growth ambitions.

T

T RACINGTEAM
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Inclusion &
. D_iversity

[©]

IMI Pracision Engineering -
Farmington, USA

1.
Engagement:

connecting with colleagues
across IMabout Inclusion &
Diveray and ernpoedding
Lo bhusiess g usual

f

SlaSiotai
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3.
Development:

tacichina the et of
LNCONSCINS ias on wle

s deveeloperd wa b 1Y
ance supportieg Uhe
clevelonrment of

Clrverse talont

{ &

A number of actions across these
areas hove been taken during the
year. Firstly, and in line with our 1&D
strategic focus on Engagement and
Davelopment, programmes and
videos have been developed on the
topics of Tackling Inappropriate
Behaviour, Psychalogical Safety for
leaders. Also, a series of 1&D related
sessions run within teams, tackling
topics such as what [&D means for
us as a team, understanding and
tackling unconscious bias, actively
building in inclusion, and working
with cross-cultural intelligence
were introduced,

In addition, the Inclusion & Diversity
Working Group have been working

in partnership with colleagues across
1Ml to embed 1&LY into key 'business
as usual’ practices. Our
communications and engagement
plan, which supports cour 18D
ambitions, has continued to drive
events which educate, celebrate and
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Our Inclusion & Diversity strategy continues to focus on four key areas:

2.
Resourcing:

onsurng that both external
and internal recrutment
Processes are inclusive

4.
Measurement:

ore of factvely canton ng
and using employe:s:
deraograpthic s, estabhsimng
exter nul bror brmeon ks,
IS UL POy (s,

S UREA | FS AR RIS TINEI TR

the opannons of difforent
cmiployese groups throngh

One Big Voiee

highlight many areas of diversity -
including, Internotienal Womens' Day,
International Women in Engineering
Day, PRIDE month, National Inclusion
Week and International Day of
People with Disabilities. This year

we also created ‘communication
packs' for site leaders 1o take from
our internal cormmunications
platform and use within their sites.

On the back of the PRIDE cwareness
campaign, we are delighted thot an
ernployee-led PRIDE network has
now been set up, with an Executive
SpONsor. The group comprises
colieagues from across the globe
who are either part of the LGBTG+
community or wish to be allies,
Priorities to start with are:
attendance at PRIDE events,
learning and awareness of LGBTO+
culture and being a support network
on alt things LGBTG+ as well os
sharing best practices,
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Work is also underway to improve

the external face of IMI frem an Inclusion
& Diversity perspective. As part of

the Women in STEM campaign for
International Women in Engineering
Day, IMI had great coverage in the New
Scientist, with an article highlghting

not just the experiences of IMl employees
from different backgrounds, but also
providing a great showcease for the
Growth Hub. We are eslublishing
stronger relationships with other
external engineering groups and
societies in order to pramote IMI

and attroct candidates from different
backgrounds. This alse included
conducting an I&D review and putting
new sections on the IM| website.

Inclusion & Diversity data collection
continues to be a focus, With every data
collection cycle, we continue to improve
how we measure gender and ethnicity
pay gaps. As part of our Talent
Attraction workstream we are also
investigating how we can be more
effective in monitoring resourcing short
lists and reporting internal promotions
and regretted turnover.

Women in senior leadership

Gender mix across the Group’

Femaie Female % Male Male %

Board 3 38% 5 62%
Executive 3 43% 4 57%
Direct 12 27% 33 73%
reports to

Executive

Managers 394 22% 1,397 78%
Leadership 32 18% 142 B?%
group

All 3171 29% 7820 1%
employees

T Ineclacing agency and contractors

We are targeting ‘'Women in
Macnagesment' as our key metric for
improving gender balance in leadership
at IML. This is defined as anyone who
gversees an area of responsbility
involving planning, organising, leading
and/or directing the responsibilities of
ermployees. We measure this population
to build the succession pool for
lecdership roles. In 2022 it was 22%
and our target is 25% in 2023.

** Does not nclude Heatrmiser, acquired in Decermber 2022

In 2022 the FTSE Wormen Leaders
Review published its first report and
recommendations — it is an independent,
voluntary and business-led initiative
supported by Government, gimed at
increasing the representation of women
on FTSE 350 Boerds and in their
Leadership teoms. The FCA's new listing
rules in relation to diversity also came
into effect in April 2022 and will apply to
us from our 2023 financial vear. Both the
review and the listing rules recommend
that at least 40% of the board should be
women and at least one of the senior
board positions should be a woman.

Our Board currently has 38% female
rmembership, and our approach to board
diversity and succession is detailed in the
Governance Report. The FTSE Women
Leaders Review additionally
recommends that leadership teams
{Executive Committee and their direct
reports) should be 40% wornen. As at
the time of submission, our leadership
teamn, as defined by the Review, was

26 4% fernale. We have made a grodual
but significant improvement over time,
but we know we must continue to do
more to reach the 40% aspiration.

In a sector where globally women are
underrepresented, this is challenging.

We continue to focus on the career
levels from Graduate Alumni through
to leadership roles to ensure that we
improve cur overall gender diversity.

We are also focusing on our culture

and the policies that make IMI a leading
company in the sector for women to
work, so that we can attract ond retain
talented women, particularly with
STEM backgrounds. And for cur
non-engineering roles, we need to
actively consider the talent pipeline and
how this can support and accelerate our
longer-term diversity aspirations.

Parker Review

it is Tive years since the publication of
the first report into the Ethnic Diversity
of UK Boards in 2017 by Sir John Parker
and the Parker Review Steering
Committee. For FTSE 250 companies,
the target is to have a person from a
minority ethnic group on their Boards by
December 2024, With these companies,
there has been good progress,
particularly in the last two years with
55% now meeting this target cormnpared
to a small percentage in 2016, 128 out of
233 companies (55%) currently meet the
December 2024 target. Cf these 128
companias, 25 companies have exceeded

the target of the Review. We met the
requirements of the Parker Review

in 2021 and have one non-executive
director from an ethnic minority on
our Board.

Gender pay gap™

YWe are committed to creating an
inclusive and diverse working
anvironment and fair treatment for ali,
including equal pay. Overall, our statistics
remain similar to the sector in which
we operate. In the UK we have around
1,000 employees and there is a 72%
male, 28% fernale gender distribution
which s fairly typical in the engineering
sector. We have seen our mean and
median pay gap increase slightly
cormpared to 2021, but 2022 results still
point towards longer-term sustainable
Improvement since we began reporting
in 2017,

> Find out more:
www.imiplc.com/esg

2022 mean gap™

18.3%

2022 median gap™

20.6%

Ethnicity pay gap*

This year we began collecting data

to analyse our ethnicity pay gap for

UK employees. Currently, there is no
statutory obligotion for IM| to report
our ethnicity pay gap resufts although
we will publish our full Ethnicity Pay
report alongside our Gender Pay report
on the IM| website.

Data has been voluntarily provided by
c.40% of all UK employees, and we

have determined that IMI has a median
ethnicity pay gap in 2022 of 6.4%. These
results show a pattern that is seen more
generdlly in the UK, where employees
from some ethnic groups are under-
represented in roles that command
higher salaries. Qur efforts will be
focused on how we can effectively
recruit and develop employees from
these under-represented groups into
higher paid positions.
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Health and Safety

[O] IMi Precision Engineerfng -
Farmington, USA

employees trained
during the year with
arecognised safety
certification

Accountability

At IMl we are deeply committed to
protecting our people ond keeping
them safe at work is of the utmost
importance. We have set high
standards for Health, Safety and
the Environment (HSE) and do our
absolute best to ensure everyone
leaves work safe and well. This ethos
15 embedded in our Code of Conduct,
which applies to all cur employees and
business partners.

IMI continues to invest in Health, Safety
and Environmental processes and
professionals across the globe to
support us all in doing the right things,
the right way, every day. This is
reinforced by a shared commitment
fram all our leadership teams globally.
Together, we continuously improve and
strive for excellence in HSE.

Prioritising health and safety and
keeping cur employees, and any
individual entering our sites, safe is

our number one priority. We take

a proactive approach and strive to
continuously improve our performance,
Our Group Head of Health, Safety

& Envircnment reports directly to

the Chief Executive who has ultimate
responsibility for health and safety. The
Executive Committee reviews health
and safety matters every month and
regular reperts are made to the Board.

Safety priorities

In 2021 we introduced the H5E
Excellence Framework and
accompanying Standard Operating
Procedures. This enhanced
management system consists of

10 elements with sub-elements that
includes specific subject areas such

as distributed work force (field service),
environment {air, water, waste) along
with leadership engagement and risk
assessment. Throughout 2022 as
committed, we have now physically
visited and assessed all manufacturing
sites to create a baseline score across
the Group, with the exception of Ching,
where restrictions prevented travel.
This new framework has proved
incredibly effective and has been one
of the key factors in improving cur

HSE performance year on year.

Another priority for 2022 wos to
encourage all our employees to raise
and report hazards. As a result, we
have seen a significant increase in
hazard reporting across the Group,
with g 29% increase year gver year with
30,722 total hazards raised. We also
track the closure rate of hazards to
ensure the risks are being removed.
During 2022 of all hazards raised, we
closed 3% within 30 days of being
raisad, surpassing our target of 90%.

We have also produced and relecsed
a suite of golden rules focusing on key
safety risks. With clear infographics
and concise messaging, these posters
are clearly displayed in our facilities
and are issued with an accompanying
"toolbox talk’ training pack. This ensures
our employees understand the rules
and the expected behaviours. Topics
have included: safe use of mobile
phones, handling chemicals, stair
safety, ond hand safety. In 2023 we
have a communications campaign
planned to reinforce our safety culture
across our business.

Investing In aur people remains & top
priority. We are committed to ensuring
we have highly skilled, trained
empioyees especially those with safety
responsibilities. During 2022, where

a skill gap was identified we have
upskilled our supervisory, leadership
and HSE professionals to recogrised
industry standards such as NEBOSH
certificate in health and safety, IOSH
rmanaging safely or OSHA 30 and other
regional equivalents. As a result, during
the year 424 employees were trained,
attaining certification in one of the
standards mentioned.

18 of our 51 monufacturing sites
are accredited to 150 45001, the
international standard for health
and safety management.
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Occupational injuries and recordabifity

As a culminction of all of these activities, we have achieved
a significant reduction of recordable accidents across the
Group year over year. This included 12 Lost Time Accidents
in 2022 vs 23 Lost Time Accidents in 2021, Qur recordable

accidents have reduced to 34 in 2022 compared to 53 in 20271

Qur Total Recordable Incident Frequency Rate (TRIFR) has
also improved, decreasing to 0.35 1n 2022 from 0.56 in 2021,
IMI remains i1 the top quartile of safety performance within
the industry sector, however we remain committed to our
ambiticn of an accident free workplace and HSE excellence.

Aligned with the Globa! Reporting initiative (GRI), we report
our recordable work-related injuries using the methodology
based on 200,800 hours (equivalent to 100 fulltime workers
over a 1-vear timeframe).

Total Number of recordable

Recordable work-related injuries

Incident = X 200,000
Frequency Number of hours

Rate (TRIFR) worked

Our TRIFR includes all work-related injuries greater than first
aid. This is also in line with OSHA and gives us the ability to
benchmark against the industry sector for comparison.

This globally recognised annual normalised rate takes into
account employee numbers and hours worked across the
Group. We include all employees, agency workers, contractors
and visitors in our accident reporting statistics. There were

no fatalities during the year.

0.59 0.57 0.56

5 2019 B 2020 T T 021




BETTER WORLD

ustaina
solutions

As the world continues to move towards more sustainable
o utions, we are committed to providing our customers with the
ost sustainable products possible. We will continue to innovate
anhd invest in clean technologies to produce industry-leading and
limate-conscious products that empower our customers to be
he sustainability leaders of their own industries.

Our products, services and solutions enable our customers to
mprove their own sustainability and support their ambitions for

o Better World. Our products help our customers in five key

sectors which are Industrial Automation, Life Sciences,
ransportation, Energy and indoor Climate. In addition to our

own emission reduction plans, we want our products to help our
ustomers reduce their own emissions and hence contribute to
reating o Better World.

he performance of our products is key to ensuring we deliver on
our purpose of Breakthrough Engineering for a better world. It is
paramount to not only our own success in achieving our net zero
ommitments but that of our cugtgmersand gtherctakeholders

-, mglking g BetiterAWaorld tor g

Sustainable solutions
activities

Comnpleted Life Cycle
Assessment {(LCA) on one of
our key Growth Hub products

L aunched a new Proton
Exchange Membrane (PEM)
electrolyser that generates
hydrogen from renewable
energy sources (see page 23)

Enhanced our product offering
within IMI Hydronic Engineering
to launch the Halo-B valve,
which saves energy



Portfolio

We continue our work to focus on the sustainability impact of our products to
guide decisions concerning their development, whilst also working te increase
our understanding of their sustainability impact. Evaluating the sustainability
of our praducts at different stages of the product life cycle (materials and design,

production, consumer use and end of life) is an important focus for us. In particular,

our Growth Hub initiative applies a Better World lens to ensure sustainability
rermains at the heart of the process. We aim to expand this assessment so that
we can steer our portfolio towards an improved sustainability impact for our

customers’ markets and operations, It will also help capture risks and oppertunities

related to the products in cur portfolic. This insight will help shape our offering
and steer us towards o higher proportion of custainable preducts and highlight
products that are of future concern, either because of their raw material inputs
or application and end of life costs. Retrofit3D is an example of where we have
developed this assessrmeant further using a life ¢ycle assessment process to
understand the sustamnability benefits of this product.

Retrofit3D

Performance

What we do

We analyse various products from
a CO; impact perspective using a
specialist modelling tool that covers
the scope of material production to
delivery to customers,

We also routinely initiate tear-down
analysis and conduct value engineering
on our own product range to seek ways
of reducing material usage whilst
maintaining optimal performance and
integrity of the product. This includes
the use of hazardous materials which
we aim to minimise the use of and
effect of, such as lead,

Sustainability in action

Full Life Cycle Assessments alse help
establish the impact of our products
for our customers and the
environments in which they use our
oroducts. Qur dBX Shield™ volve was
initiclly develeped to reduce noise levels
in gas pipelines and city gates which,
owing to expansion or urban greas, are
located closer to communities. Our dBX
5hield™ valve has been effective at
reducing noise whilst retaining ease

of maintenance and service.

The EroSolve Wet Stearn solution

was developed to prevent steam
leakage which reduces the efficiency
of a plant and prolongs the life of the
rernaining valve components, requiring
less intervals between maintenance
and service.

IMI Critical Engineering works very
closely with the Engineering
Procurement Contractors (EPC)

and end user customers to ensure
aptimisation of design to their exacting
process conditions, requirements and
standards. This ensures maximum
output with minimum use of fuels
and emissions aligning to our Better
World purpese whilst ensuring lower
emissions for our customers.

Halo-B 1s @ mechanical therrmostatic
valve that ensures thermal comfort
and energy savings thonks to its
innovative tamper-proof temperature
setting systermn, which does not allow
the end-user to change it constantly.
This removes one of the many sources
of energy waste, as increasing the
termperature by as little as 17C can
Increase energy consumption by 6%.
Another benefit of the Halo-Bis that
it is a liguid-filled thermostat with
high-pressure power and precision
control designed to last up to 15 vears,
making it a sustainable fong-term
solution that can stand the test of
time. The Halo-B is a product that
caon help make the world a more
sustanable, energy-efficient place
and fits perfectly into our Better
Woarld ambitions.

We are increasing our use of
Enviranmental Product Declaration
(EPD) processes. The EPD is a means
of identifying the environmental
irmpact of ¢ product. 't can alsc be
used as a benchmark in order to
improve the sustainability geals, and
to demonstrate o commitment to the
environment to customers. ERPDs are
primarily intended to facilitate
husiness-to-business transactions,
although they may also be of benefit
to consurmers who are environmentally
focused when choosing goods or
services. This project will deliver an EPD
based on |ife cycle assessment which
will be meeting customers’ and
authorities' demands for credibie,
easily understandable and comparable
environmental information. The
underlying life cycle assessment is also
an excellent basis for further improving
the product's environmental properties.

Halo-B
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Operational excellence

Cur focus on operational excellence ensures that our
products are manufactured to very high standards
and tolerances.

We continue to engage our people to drive continuous
improvement through the identification and realisation
of opportunities in several areas of our internal
operations such as guality improvement, lead time
reduction, raw materials, production overheads,
inventory reduction, and equipment utilisation. Lean

is the methodeology we use for this purpose ond o
continuous improvement financial tracker tool to
assess and monitor the financial impact of
operational improvements.

Examples of this in action include completing ergenomics
projects in our site in Poland that, in addition to reducing
physical stress and impact on operators, led to an
efficiency improvement.

We continue to focus on reducing styrofoom material
used Tor packaging and use cardboard as an appropriate
alternative. We also have a strong focus on eliminating
single use plastics when packing and distributing our
products to customers.

In our manufacturing site in Fullinsdorf, Switzerland, we

optimised the Zeparo welding robot programme, leading
to a 40% scrap reduction cormpared to the previous year.
We also improved our preventative maintenance process

lecding to a 12% breokdown reduction compared to 2021.

In cur manufacturing facility in Ljung, Sweden, we
expanded our foundry, improving the layout for increased
safety and installed three new die casting machines.

We also implemented a digital knowledge management
system that allows us to monitor progress of
improvements identified in areas such as health

and safety, quality, process and people using lean
manufacturing kanban principles.

Reducing machine downtime increases utilisation and
lessers the need for additional machines Managing
our total preventatve maintenance and the internal
operational processes we employ, ensures we keep
internal excelience as a key focus area which reduces
the resources we use and improves the overall efficiency
of our plants. We aim for exceptional performance with
regards to equipment effectiveness and we can achieve
this through regular checks, preventative and predictive
measurements and recording follow up actions to help
reduce equipment breakdowns and downtime.

Market-led innovation

We invest heavily in research and development. In 2022,
3.3% of cur revenve was focused on R&D expenditure
(2027 29%). We aim to invest above 3% of revenue
each year in innovation and developing solutions which
solve customer problems. Applying a Better World lens
to our Growth Hub process ensures we keep
sustainability front and centre in everything we do.

Qur focus on hydrogen as a sustainable fuel has led

to a number of projects. This includes but is not limited
to supporting the developing hydrogen refuelling
infrastructure with manifolds and soluticons that help
to reduce both the capital expenditure and operational
expenditure of running a refuelling station. We are also
working in the Transportation space with hydrogen fuel
cells to address the maoin challenges of perfoermance,

a complex system and efficiency.

In the material handling space, Adaptix is the first fully
adjustable soft jaw. This patented product allows our
custormers to reduce waste, and increase productivity,
with less inventary of soft jaws and fixturing. For a
machine shop focused on custom machining, using
Adaptix translates to an average one hour saving per
day on set up time (10% time saving on a 10-hour shift)
when the machine can now be running. It would also yield
a 10% increase in productivity in machining, holding
avariety of part shapes without creating new jaws.
This helps our customers to increase throughput by
making what they need, when they need it, reduce
inventory and product/service lead time.

In the bicpharma space we are working on products to
help improve the efficiencies of bioreactors, which are
critical to the pharmaceutical industry where batches

of products need to be either tested/grown or used for
rmedical reasons, as well as development of best-in-class
mass flow controllers to be used in a range of medical
devices as they continue to develop for their custormer
base. Improved efficiency in bioreactors is key for the
development of vaccines, cancer treatment, diabetes
treatment, gene therapy as well as more broadly medical
research. Bioreactors are also used for the development
of alternative proteins, a move driven to reduce the global
carbon footprint in foed production
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Supply chain

Supplier engogement is key to ensuring a sustainable
supply chain in the future. We have partnered with
Assent Inc to investigate suppliers for Corporate
Sustainability {Conflict Minerals reporting ocross all
three divisions) and Preduct Compliance (EU Reach,
Rohs, EUMDR, EUWFD, US TSCA and Prop 65).

Assent has supported us with product compliance
investigations across over 3,600 suppliers, covering
approximately 25,000 components that go into arcund
215,000 products. Whilst these regulations are detalled
and complex, 97% of our praducts are fully complant.

Of the remaining 3%, the majority of the issues are due
to lead content in our bross materials. VWe recognise there
is work to do to improve this for cur customers and our
world class engineering teams are aware of this and are
working hard to remove it from our latest specifications.

To ensure we are ready te fully comply with the

German Supply Chain Due Diligence Act we launched

in Novemoer 2022 online training for our procurement
teamns on product compliance and human rights in the
supply chain, and reiterating our three key supply chain
palicies (Supply Chain Code of Conduct, Modern Slavery
and Responsible Minerals).

In September 2022 we launched the Sclar Panel Sourcing
policy outlining the additional due diigence required to
prevent forced Uyghur labour in our supply chain (as
highlighted by the Uyghur Forced Labour Prevention Act).

We continue to work closely with key customers on ESG
and product compliance.

Case study

We endeavour to work with key suppliers that are aligned
to Creating a Better World. One such supplier is Peekay
Steel Castings based in Kerela, India. Peekay supplies IMI
Critical Engineering with high quality compeonents which
we use when manufacturing butterfly valves, ball valves
and globe valves. However, Peekay is also aware of their
own impact on the environment and has sustainability
at the core of their product. Peekay make use of ¢ high
proportion of recycled material and have set stretching
targets to reduce therr Scope 1 & 2 emissions by 40%

by 2031 (20% reduction target by 2026). Re-using heat
where possible from their processes and investing in self
generated electricity (via wind turbines) are further
exarmples of their commitment to a sustainable future,
In addition, this key suppher have conducted their own
materiality impact survey and have implemented ¢
sustainability committee to drive their sustainability
agenda. We welcome this level of investment from our
key suppliers and look forward to continued collaboration
with Peekay going forward.

o

IMI Hydronic Engineering -
Erwitte, Germany

IMI Precisian Engineering —
Irwin, USA




BETTER WORLD

Climate
action

Keeping our impact low

IMI has manufacturing faocilities in 18 countries, and we are

ommitted to operating these facilities in a sustainable way to
Minimise their impact on the environment by reducing energy
and water use, pollution, waste and single use plastics.

e monitor and report our environmental performance at
monthly Executive meetings with a view to delivering continuous
improvement. We have an explicit goal of halving our factory
CO, intensity by 2030 (based upon 2019 Scope 1 & 2 emissions).
As previously stated, during 2022 we evaluated our Scope 3
emissions and now have a rcadmap to plan our reductions.

In addition to the central Better World team, al! divisions have

a dedicated ESG lead and all of our manufacturing sites have

a nominated environmental champion. This consistent approach.

ensures we continue to develop and share best practice across
he organisation, can collate site and divisional project plans and

monitor progress. Many initiatives and best practices are shared

ia our internal communications platform, Workplace. During 2022

here were significant environmental initiatives either in planning,

in progress or completed stages. These projects are helping reduce

our environmental impact in areas that include; energy, water,
aste, single use plastic elimination, reduction in the use of
hazardous materials, installing renewable energy generation, and

heat recovery. tn addition, in 2022 we purchased renewable energy

ertificates to guarantee renewable energy supply covering 79%

of our electricity consumption. We aim to continue our investment

in renewable energy in 2023 demonstrating our commitment to

g Better \World

Climate action
activities

Photovoltaic cells installed in a
total of nine locations, with a
further 17 planned during 2023

LED lighting conversion being
actively installed across cur
manufacturing focations

In @ number of locations, we
have begun to install water
management systems including
rainwater harvesting, process
water reclamation and
domestic water saving devices.
This will continue to be a focus
area for us

In 2022, IMI Critical Engineering
in Japan became one of a
number of sites to be carbon
neutral for both Scope 1& 2

Purchased renewable energy
certificotes to guarantee
renewaoble energy supply
covering 79% of our electricity
consumption




Investing to reduce our carbon output

in 2022 we committed to extending our payback criteria for investment on

environmental projects. As such, we have either completed or committed to over 0
projects requiring investment across all of our divisions. One such example was the

installation of solar photovoltaics (PV). Nine of our facilities have now installed
renewable energy in the form of solar PV and 17 further systems are either in the

process of being installed or planned for 2023.

All of our manufacturing sites now have plans for how they are reducing their impact.
New facilities that we invest in ore designed in accordance with the local sustainable
codes of practice to ensure our carbon impact is as low as possible from the outset.

Case study 1

At our IM| Hydronic Engineering
plant in Erwitte, Germany, we are
progressing towards our 2040 net
zero target.

This year the plant saw its first
photovoltaic (PV) installation,
expected to generate 240,000
kWh or 2% of its electricity
demands. The PV system is
connected to a battery system
that allows for electricity to be
stored so that it can be used
during peak demand hours. In
2023, we will complete the second
phase of this PV project by
installing more panels allowing the
plant to generate more than 10%
of its annual electricity demand
ond by 2025, with the addition of
PV installations, we plan to be
able to gererate 40% of the
electricity needed by the plant.

Ancther critical improvement
that took place in 2022 was the
instaliation of several TA Smart
valves to increase the energy
efficiency of our HVAC system in
one of the plant’s buildings which
will allow us to reduce cur CO;
emissions by about 25 tonnes.
Other improvements include
purchasing a significant amount
of the foundry's raw materials
from recycled sources and from
scrap that is then remelted

and reused.

Case study 2

Energy Management Systems
{EMS) allow us to accurately
assess and understand a site's
energy performance Many of

our locations have such systems
installed, however, at IMI Precision
Engineering in Fradley, UK, we are
currently undergoing a test
process to lay the groundwork

for an advanced enviresnmental
management system. Taking its
roots from industry 4.0 software
and optimisation practices, the
facility 1s on a journey to complete
automation across building areas;
ranging from machine start-up
times to gutomatic adjustment
of the heating, ventilation and air
conditioning system based on
ambient weather conditions.

The primary aim of the project

is to meet our net zero ambition.
This pilot gives us accurate
visualisation of energy
consumption and the ability to
roll-out across our businesses.

. -
s
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Case study 3

To help towards net zero targets,
objectives were put into place at

sites, one of which was the

reduction of single use plastics.

IMI Critical Engineering in Kabe,

Japan tock on the challenge by
cregting a team to lead the

project with a robust roadmap.

They used the IMI Way Day to

engage all employees, taking i
everyone to a single use plastic
recycling centre and running
workshops to generate ideas.
Single use plastics are either
now being elimincated, changed
to biodegradable material or
recycled. The result was a 77%
reduction from 2021 to 2022,

In addition, owing to the
significant amount of water used

I
to pressure test valves, we have :
focused on installing water

restrictors, which save both ot

water and time,
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Environmental

To underpin cur commitment to reduce our environmental
impact, 24 of our 51 manufacturing facilities are certified
to 1SO 14007 Environmental Management and four are
certified to ISO 50007 Energy Management stondards.

CDP

We disclosed cur environmental performance to the CDP
framework again in 2022 and for the second year running
our scere for the CDP Climate Change increcsed by two
grading points. This reflects the steps we took in 2022 to
progress in our sustainability journey including evaluating
our Scope 3 emissions and calculating the avoided
emissions for select products.

COP Climate Change disclosure was graded B which is in
the Management band. This is in line with the Eurepe
regional average of B.

Whilst we don't consider curselves to be an intense water
consumer, we understand the value and importance of
water as ¢ glebal, shared resource, therefore we continue
to support the CDP Waoter Security disclosure. Our CDP
Water Security score also increased by two grading
points to a C in 2022 which represents IMt's cormmitment
to o Better World.

The findings of the CDP score reports for both water
security and climate change will be reviewed clongside
the IMI sustainability strategy which was developed in
2022 so that we can improve cur envircrimental
performance.

Air emissions

We operate across the world within many different
environmental regulatory frameworks. Environmental
performance for the Group as a whole is managed
through the IMI Health, Safety and Environment (HSE)
framework which requires identification of applicable
(national) legislation for each site and, quantification of
site-specific emission characteristics where required for
determining applicability of legislation or, for compliance
with regulatory requirernents. At an operational level,
compliance with local legal requirements (including
environmental permits) is the responsibility of site leaders
at each IM| site. This includes, where relevant, compliance
with license or permit conditions; for example on
monitoring and reporting emissions to ar, emissions

to water and, waste production.

We plan to establish an air emission inventery for all sites
and alengside this work on emissions to air we will review
information held by cur sites including emission reduction
targets, emissions to water and, hazardous and nen-
hazardous waste preduction. We will look to develop an
appropriate process to gother such information (although
we already have a process to collect all Scope 1 & 2
ermissions from our sites) with the objective of estabfishing
a global reporting mechanism. We will keep this under
continual review to improve our reporting going forward.

Water

We are committed to reducing our water impact and
all our locations collect ond report their water datain
alignment with our global reporting environmental
Standard Operating Procedure. Where appropriate,
the sites have water reduction actions in place. The
majarity of our sites use water for domestic purposes
only but where itis used in manufacturing processes,
we strive to use water efficiently, and manage this
through various initiatives. Since 2027, we have
completed the COP water secunty disclosure and will
use our 2022 water data set to further improve and
reduce water usage where possible across the Group.

Since 2020, we have reduced our absolute water usage
by 5% (2,897m?). In 2020, our water intensity was 10.8
(m’* per 1,000 hours worked) and we have set a Group
target to reduce water intensity by 10% by 2030
(intensity of 2.7m’ per 1,000 hours worked). Water
intensity at the end of 2022 was 10.0m? per 1,000 hours
worked. We will keep this under review over the next few
years and update this target, it appropriate.

Water used {m?)

WETRS iRane
e

2005000
203,444

200 070 200,533
195020
1L
185,00
18,800

2020 T zem 2022

Waste

We are committed to reducing our impact on the
environment and especially in the area of non-recycled
hazardous waste. In 2022 we produced 387 tonnes of
non-recycled hazardous waste and are targeting a 50%
reduction by 2030. We will continue to report non-
recycled hazardous waste and will also include other
waste categories in our future reporting cycle, with an
aim to reduce the amounts which are sent to landfill
and increase the proportion which is recycled.

Non-recycled hazardous waste

5 B 2022



Strategic Report

I:O] IM! Precision Engineering —
Palézieux, Switzerland




74

IMI plc Annuol Report & Accounts 2022

Carbon disclosure

The below toble and supporting narrative summarise the Streomlined Energy and Carbon Reporting (SECR) disclosure inline
with the reguirernents for a quoted company, as per The Companies (Directors’ Report) and Limited Liability Partnerships

(Energy and Carbon Report) Regulations 2018,

2022 is our third year of disclosure and includes the prior year data as a comparison. Projects and resources that are

contributing to our reduction in emissions are summarised on page 77.

Current reporting year

Previous reporting year

1st January 2022 - 1st January 2021 -

st Decemnber 2072 st December 2021
Location 11,4 Global incl UK UK Global incl UK
Scope1& 2
Emissions - tCOe
Scope 1 - Matura) Gas Usage 576 7,359 768 8,786
Scope 1- Diesel Usage On-site S T - ) /83— T - T MT
S(:CWDIESQFLTSOWQE Company Velndegsr o S o 79 2.35377 - 83 - 2.405
Scope 1 Fusl Cillsoge J 524 7
ScopéW - Petrol Usd;:-Compony Vehldes o o o - - Sbb - S o 553
Epe 1- [@eﬁed Petrcleum Gc';;Uscge B - -—8 259 - <] T -_BWT
Scope 1 :med Heat and Power Usc:geri - - T - - - - 20
Scopel Refrigerents’ S T e s
Scope 1- Total 727 11,826 B57 12,958
Scope ? - Location-based 1,383 28,654 1,770 31172
Total {Scopes 1 & 2) 210 40,480 2,627 44,130
Consumption - kWh
Scope 1- Total 3,499,360 55,761957 4,548,860 64917809
Scope 2 - Tatal T 775 645 7 102.48‘1,67-&7 T 8339185 —106,856,592
Totol (Scopes 18& 2) 10,675,005 158,223,631 12,888,045 171,774,401
Hours War ked T T B - i 1876083 19333971 1862769 19,176,574
I_ntensi-{y_;'atio: E(gros-s_s-cope 1& 2) per 1,0_{.)_6 hours warked 7 T T 112 o '2 oY o 141 o 230
Scopes1,2and 3
Emissions - tCO.e
Seope 3 - Car Travel 136 528 74 L
Total (Scopes 1, 2 and 3) 2,246 £1,008 2,703 44,697
Consumption - kWh
Scope 3 - Total 550,805 2141649 308,807 2302967
Total (Scopes 1, 2and 3) 11,225,810 160,365,280 13,196,846 174,077,368
Intensity ratio: tCO,e (gross Scope 1, 2 + 3) per 1,000 hours worked 120 2712 145 233
Seope 2 - Market-based T 109 ag54 - '

* New far 2022 reporting year, refrigerants were not included in the 2027 total



Introduction Strategic Report

Corporate Gaovernance

Financial Statements

Methodology

The stated greenhouse gas emissions
estimates have been calculated to
cover all material sources of emissions
from the aperatians for which IMl is
responsible® The methodology used was
that of the Greenhouse Gas Protocol:

A Corporate Accounting and Reporting
Standard (revised edition, 20153).
Responsibility for emissions sources
wos determinad using the operational
control approach. All emissions sources
required under The Companies
(Directors’ Report) and Limited Liability
Partnerships {Energy and Carbon
Report) Regulations 20718 are included.

The scope of emissions covers the
following scurces:

» Scope 1 - emissions from the use of
natural gos, diesel (on-site and
off-site) ** fuel oll, petrol and liquified
petroleurn gas, and combined heat
and power (CHP) and refrigerants

» Scope 2 - emissions Covers emission
from the purchase of electricity

» Scope 3 — emissions from business
travel In employes-owned or
company vehicles

The UL 360 Sustainability Software
GHG (Greenhouse Gas) emission tool
was used to calculate and consolidate
the Scope 1& 2 emissions adopting

a location-based and market-based
approach. The tool used the following
conversion factors:

de-minimus

Scope 1 - UK Government's GHG
Conversion Factors used for all sites,

Scope 2 ~ UK Government'’s GHG
Conversion Factors are used for UK
sites and the International Energy
Agency's (IEA) conversion factors are
usad for non-UK sites. In addition, for
our market-based calculations, the
Reliable Disclosure (RE-DISS), AlB
European Residual Mixes and
Green-e are used.

Our reported Scope 37 emissions in
the adjacent table were calculated by
converting mileage into emissions using
UK Government's GHG Conversicn
Factors for Company Reporting.

Qur carbon reporting statistics
demonstrate that our recent
performance of tCO.e has continued to
improve. On a like for like basis, we
achieved our target to keep emissions
below 2019 tevels for 2022. The datain
our SECR table has been externally
verified by Ricardo Energy &
Environment, who performed a
limited-level assurance review in
accordance with the requirements of
I1SO14064-3 and the GHG Protoecol
Corporate Standard.

Of the 2022 total: our direct Scope 1
emissions of tCOse (in essence gas,
diesel and fuel ol consumed) amounted
to 11,826 tonnes; and cur indirect Scope
Z emissions of tCOse (iIn essence the
emissions generated on our behalf to
provide our electricity) amounted to
28,654 tonnes.

* Diesel usage For 2021 has been updated to show the spiit for ansite use and company venicles

" Seope 3 emissions for our SECR reporting currently only reflects busness travel in company cars or employee-owned vehicles

The emissions total represents o 30%
reduction compared to 2019 for Scope
T1&2.

We report the intensity metric of gross
tCO,e per 1,000 hours worked as a
unit of comparison to reflect our
operational performance compared

to carbon output as we feel this
provides a more reflective measure of
factory volumes and gs o result carbon
Intensity. Qur 2022 intensity ratio based
on Scope 1& 2 emissions is 2.09 tCOze
per 1,000 hours worked. This compares
to our 2019 baseline of 278 tCO e per
1,600 hours worked. We are on track
to achieve our target of 1.3% tCOse per
1,000 hours worked {50% of the 2019
baseline intensity) by 2030.

* Small offices in rented spaces where energy consumption dota was unovailable an estimate was made that this use s less than 1% of the overoll energy use and therefere fall into the
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Climate related
strategy, risks and
opportunities

In our 2021 Annual Report, we
described the work performed by the
dwisional risk charmpions and Ricardo
Energy & Environment to identify four
top risks and three top oppoertunities in
the following two climate scenarios:

1A 2020 'Allbank’ cssumes ambitious
policy measures are implemented in a
disorderly way but does reduce physical
risks and limits temperate rises to 1.5°C;

'Clean Planet for All' assumes very
Iittle policy measures are implerneanted
by governments Imiting transition risks,
which results in a 3°C increase in global
temperatures and therefore high
physicol risks.

The ciimate-related risks and
opportunities listed below were those
where the climate scenarios highlighted
both the impact and likelihood as high.

Climate risk management
timeframes

Short-term 0 - 3years
Medium-tegi 4 10 yeorrr.r
LO:;—_term 11 - 3[‘]');(’}}5

By 2100

Very long-term

Climate risks (high impact
& potentially high
likelihood)

1. Should global temperatures rise by
3°C, the frequency and intensity of
weather events will increase, which
may lead to floods or storms causing
damage and/or restricting operations.
The potential financial impacts could
be reduced output, high replacement
costs, higher insurance premia
{assurming coverage remains
available), write-offs and early
retirement of existing assets, the
setting up of back-up facilities and
greater remaote working. Further work
has been performed in identifying the
expected storm/flood probability by
site and how this may change over
time (see later in this section).

2. Under the scenario where there 15 a
disorderly regime of global climate
change legislation (policy & legal
transition risk) the aggressive drive
to phase out products including
plostics or metals like ‘dirty steel’
may affect the availability of
material supply or the cost of certain
products (either due to the cost of
upgrading equipment, purchasing
‘cleaner’ materials or due to lost
revenues). The potential financial
impact on IMI could be incregsed
operating costs such as higher
compliance costs, insurance premia,
higher production costs and
impairment of equipment previously
associated with the phased out
products. Capital expenditure
rnay also INcrecse due to the costs
associated with redesigning
products and upgrading
production equipment.

3. With stricter climoate-related
regulation, fossil fuel-related
activities and the Oil & Gas sector
are likely to decline (market transition
risk). Given that some IM] Critical
products support technologies which
rely on fossil fuels, the phase out
of these technologies may resutt in
a reduced demand for goods and
services surrounding the affected IMI
products and o redeployment of the
resources (assets and employees)
currently servicing those markete,

4 Regardless of the climate scenario
used, some of IMI's raw materials
such as plastic and steel could
becorne n the medivm-term
susceptible to water shortages
(chronic physical risk). The potential
financial impact being the increased
operating costs caused by greater
volatility of material prices,
distribution costs sourcing products
from different locations and
the neads for higher levels of
safety inventory.

Climate opportunities (high
impact & potentially high
likelihood)

1. The transition to low carbon for
example through the increased use
of hydrogen may mean that our
approach to sclving customer
problems, and our heritage of being
a trusted partner means we're poised
to help navigate the complexity in the

move towards o hydregen Tuture.
We're already working with engineers,
consultants, and R&D teams in some
of the world's biggest companies and
most exciting start-ups, to help solve
the challenges of today to build the
hydrogen economy of tomorrow. In
2022 IMI created IMI VIVC within

IMI Critical and in September we
lcunched a new a Proton Exchange
Membrane (PEM] electrolyser that
generates green hydrogen from
renewable energy sources. For more
information on how we contribute to
a Better World in the Energy sector,
please see page 22.

. Climate change is likely to lead to

ncreased demand for IMI Hydronic
Engineering's products. For example
the demand for electrified smart and
green buildings will lead to increased
dermand for smart valves, radiant
systerns and heat pumps. The recent
acquisition of Heatmiser extands M
Hydronic's energy saving portfolio by
adding a range of adjacent smart
thermostatic control products.

. Whilst not graded as a high

likelihood, the greater use of 3D
printing technology could see
increased profits and mitigate
matenial shortages through the
adoption of circular economy
business models as the demand
for more resource efficient
manufacturing continues.
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Further analysis on climate
related physical risks

We committed in our 2021 Annual
Report to carry out further detailed
work on the physical risks our sites
face due to climate change. In 2022,
we requested a climate change
exposure analysis of 41 of IMI's biggest
sites (all sites with asset values over
£25m) from Zurich (our long-term
primary insurer).

Zurich assessed physical climate risks
under different climate change
scenarios, with a focus on the medium
to fong-term (2030 - 2050). Very
iong-term information (2100) was
also provided for context. While
climate change effects will become
more evident over the longer term,
other evolving factors such as local
development mean that there is higher
uncertainty around the impact on the
sites. The climate change scenarios
used were IPCC (Intergovernmental
Panel on Climate Change) climate
scenarios, calied the Shared
Sociceconomic Pathways (SSPs) with:

» 8SP1-2.6 - correspending to a best
estimate of 1.7°C worming by
2041-2060, and 18°C warming by
2081-2100 relative to 1850-1900.
This scenario has lower physical
climate impacts due to global climate
action, potentially leading to lower
adaptation costs relative to other
sCenarios

SSP5-8.5 - corresponds to o best
estimate of 2.4°C warming by
20471-2060, and 4.4°C warming by
2081-2100 relative to 1850-1900.
This scenario relies heavily on fossil
fuels, and physical climate risks
increcse mare quickly, likely
representing o greater need for
adaptation and associated higher
cdaptation costs

Using these two scenarics Zurich reviewed geolocation dota against nine different
perils supplied by Jupiter Intelligence rating each site from low to very high per peril:

Peril Description High  VeryHigh

Precipitation Projected increase of 24 hour precipitation in mm for 8- 16% = 16%
100-year reture penod, expressed as relative change in
% since 1995

Fluvial flood Flood depth 100-vear return period (metres) 055-19 =15

Wind 1-minute sustained gust 100-year penad (km/h) 102 - 116 =116

Huil Mumber of days per year with conditions to produce hail 1-2% =25
= 5cm diameter

Thunderstorm Number of days per year with conditions to produce 12-36 = 3t
severe organised storms

Drought Mumber of months with extreme drought conditions 036 -054 = 0.54

Heat Number of days per year with rmaximum temoerature 25-50 = 50
= 35°C

Cold MNumber of 3-day periods where daily average 4-8 » 8
temperature 1s less than or equal to -5°C

Wildfire Annual local fires per km per 1,000 yvears 5-18 =18

The results highlighted that, regardless of scenario used, by 2050 IMI's sites
showed significant increases in the risk of high or very high levels of precipitation
and drought. In the 2.4°C scenario o guarter of IMl's sites (in value terms) will
suffer from high or very high levels of hazardous heat.

Precipitation - in the worst-case scenario, sites in North America, UK, and Asia are
exposed to very high hazard levels by 2050 with the Adaptas site in Palmer with
the highest hazard value closely followed by Farmington.

Drought - in the worst-case scenario, three of IMI's larger sites will be hit by very
high incidents of drought by 2050 (Remosa, Fullinsdorf and FAS) with the Remaosa
area set to average extreme drought for three weeks every year and is the only
large site with a very high risk of thunderstorms.

Heat - sites in south and west coast USA, as well as south Asia {India and UAE)
are exposed to very high hazard levels but represent smaller sites. Sites in
northeast USA, central Europe, and east Asia represent larger sites but are
exposed to lower heat hazard levels.

Hail - only the two IMl sites based in Texas had high risks ¢f hail by 2050.

Lecking across the various perils and combining the average scores across the best
case and worse case climate scenarios, the top 1C highest risk sites were (perils
rated very high in brackets):

1. Howuston, Texas, USA (rain, wind, heat & thunderstorms}

2. Sn City, Andhra Pradesh, India  {rain, wind, heat & thunderstorms)

3. Shanghai, China (flood, wind, rain & drought)

4. Dubagi, UAE (heat, drought, rain & thunderstorms)
5. Dallas, Texas, USA (heat & thunderstorms)

6. Cagliari, [taly {drought & thunderstorms)

7. Palmer, Massachusetts, USA {rain & wind)

8. Paju-si, Korea {rain & wind)

9. University Park, llinois, USA {rain)

10. Farmington, Connecticut, USA  {rain & wind)

Initial follow up discussions have been held with the operational heads at each
division on potential next steps, including reviewing priority sites (sites of higher
operationdl significance) and understanding existing mitigations not taken into
account during the desktop analysis. We will report on cur progress in due course.



Scope 3 emissions

Throughout 2022 we have worked
together with Ricardo Energy &
Environment, to quantify our Scope 3
emissions inventory for the first time,
starting with our 2021 financial year.

QOur largest Scope 3 category 1S
purchased goods and services which
accounts for 80% of total Scope 3
emissions. As very few of our products

are powered (and hence do not directly

generate emissions during their service
lifetime), our ‘use of sold goods’
categery is low and gccounts for

only 3% of the total. In addition to
our Scope 1 & 2 targets, we have also
committed to a 25% reduction in
Scope 3 emissions by 2030, We are
committed to helping our industry
decarbonise and recognise the
importance of this for our customers
and other stakeholders. We want to
ensure our commitments have
credibility and integrity and we will
review the viakility of these targets
and their alignment to Science Based
Targets in 2023.

Purchased goods and services

We continue to focus activities to
reduce the number of suppliers we
have and are making use of internal
tools and systerns to help us
understand the embodied carbon
emissions within the materials

we purchase.

We have begun detailed discussions
with major suppliers to understand
their own plans for decarbonisation
which will help the drive to reduce both
their own Scope 1& 2 emissions, and in
turn our Scope 3. Supplier education

will be g key area of focus for 2023

to ensure they understand the steps
that we are taking to help decarbonise
our sector. The aim is coliaborating
with suppliers so that we oll maintain
the momentum in carbon reduction
intigtives.

Our supply chain teams are committed
to reviewing the recycled material
content of the input materials to our
products, which will significantly reduce
the level of embedded carbon in our
products and enable us to continue

the reduction in our emissions.

Product innovation

Applying a Better Warld lens ta

our products and new product
development inttiatives hos been g
focus for a number of vears and has
led to sorme greot products that
improve energy efficiency for our

customers and hence reduce emissions.

Over the longer terr, shifting towards
greener materials will result in a
greener supply chain and support

the reduction in the purchased goods
and services category.

Internal efficiencies

Recognising that Scope 3 covers a
number of areas, there s more we
can dg within our own internal
processes to reduce other categornes
of Scope 3. For exomple, we are
iooking at change in working practices
to use electric vehicles for business
travel, employee commuting and
upstream transportation of materials
and products.

Disclosure

This year, we publish our first Scope

3 assessment on page 79 This
assessment has been conducted on a
combination of volume data (where it
has been available), spend data and
other standard estimation techniques
for the full year to 31 Decamber 20271,
We recognise the importance of data
accuracy in this area and will be
working to improve collection geing
forwards. Cur gssessment was
developed using methodologies
specified by the Greenhouse Gas
Protocol and the UK's Environmental
Reporting Guidelines, by our external
environmental consultants Ricardo
Energy & Environment. Enhancing our
data and disclosure will involve
collaboration with our suppliers and

a focused approach from our supply
chain teams as mentioned above.

Qur Scope 3 inventory was calculated
using methodologies specified by the
Greenhouse Gas Protocol Corporate
Volue Chain (Scope 3) Standard, as
listed below. Categories 8, 10, 13-15 are
not applicable to IMI's business
activities so have not been quantified.




Introduction

Strategic Report

Corporate Governance

Financial Statements

Our Scope 3 emissions (as at 31 December 2021)

Category Category name

1 Purchased goeds and services

2 Caprtal goods

3 Fuel and energy reloted

4 Upstream transportation and distribution
5 Waste generated in operatians

o) Business travel

7 Fmplover commuting

8 Leased assets (Lbpstream)

Q Downstream transportation and distribution
10 Pracessing of sold goods

n Use of products sold

12 End of Iife tregtment of sald products

13 Leased assets (downstream)

14 Franchisees

15 Investments

Total

Emerging issues

Avoided emissions

Many of our products help our customers reduce their
energy consurmption and hence increase the proportion
of avoided emissions compared to an alternative solution.
Avoided emissions are often referred to as 'Scope 4
emissions, but the assessment in this area is emerging
and complex with no formal standard agreed to date.
However, we recagnise the importance of dato copture

in this area and its increasing focus from external
stakeholders and will assess our ability to collect this in
the future. We believe that calculating and managing
avoided emissions, in addition to Scope 1, 2 & 3 emissions
can be an effective way to accelerating climate action
and encouraging sustainable innovation in the value chain.

Climate transition plan

We recognise the importance of developing o cleor and
tharough climate transition plan and will be working on
this during 2023 ahead of the mandatory reporting in

next year's annual report.

Biodiversity and the Task Force on Nature-related

Financial Disclosures (TNFD)

We look forward 1o reviewing the TNFD's recommendations
later in 2023 and will look to establish a framework
compliant with the TNFD's requirements. We recognise we
have a role to play in protecting our bicdiversity, welcome
the objectives of the TNFD and will include any relevant
updates to our approach on both our website and our

next Annual Report.

Methodology followed

A\;(*rége d(rlﬂtrf; based for key input mote;lwc;I; gééﬁdrbcsed for
all other purchases

Spend-based

Based on actual consumption of fuels and electrnaity
Estimated fram transport distances and shipment weights

Based cn waste disposal guantities with assumptions on
waste type and disposal route

Ermissions based on actual journeys and distance

Fatimated from employves numbers, with assumptions of
trovel distances and modes

Mot cpplicoble to IMI
Approximated from sales volurmes
Mot applicable ta IMI

Estimated frarm sales quantities and annual encrgy usage
per electncity-using product, accounting for terntary of sales
{IMI Hydramic anly)

Estimated from sold matenal quantities for key materials
only, assumed disposal routes (recycled) Excludes some
krown areas such as packaging

Not aeplicable to IMI
Not applicable to IMI
Mot applicatle to IMI

IMI Hydronic Engineering -
Ljung, Sweden

79

Total GHG
emissions tCOze

32,402
13,419
18,370
2,606

2,871
18,730

2202

17,386

526

G717

586,629

%
80 3%
5 5%
23%

31%
0 4%

05%
3.2%
16%

30%
0%

100.0%
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TCFD reporting

We continue to work to improve our climate-related disclosures, this includes supplementary information on cur corporate website,
www.imiplc.com (for example, the mapping of material disclosures against the required GRI requirements and the results of our
materiality impact assessment). In accordance with the requirements of LR 28.67R (UK Listing Rules), IMI's climate-related disclosures
are consistent with nine of the eleven recommendations of the Task Force on Climate-related Financial Disclosures (TCFD), We expect
to make consistent disclosures in our 2023 Annual Report and Accounts in respect of:

» Strategy part b in relation to the impact of climate-related risks and opportunities on our financial performance, position and
planning. We are in the process of carrying out o quantitative assessment and plan to develop a clear and thorough climate transition
plan during 2023; and

» Strategy part ¢ in relation to the assessment of crganisational resilience in the face of climate change as we are in the process of
guantifying the potential impact on our financial performance and position.

# TCFOD recommendation How IMi aligns with the recommendations Far more information
Governance

a) Board oversight of The Board has overall responsibility for IMI's envirenmental, soaal and gover nance agenda which include: Pages 44, 54 and 55,
:hmate-relatr-:-d. risks » Setting our Creating o Better VWorld strategy B6and 87,99, 104,
ond opportunities 106,110,112, 144

» Reviewang and approving the ESG framewark, strategy, priorities

» Determiming and keeping under review the Company's ESG cimate related nisks and opportunities and 15
risk appetite

» Horizon scanning for emerging chimate-retated rsks
» Keeping under review the materiality of chmate-related risk and its impact on the finencigl statements

» Recewing regular updates on our sustanability milestones from the Better World team {for example progress
on reductions in water, waste and GHG emissions) and teedback from the Investor Relotions teom on ESG
expectations from shareholders and rating cgencies

» The Remuneration Committee continue to include COs intensity reduction as core part of IMI's incentive plans.
In addition, the Audit Committee review guidance from regulators to ensure our continued compliance vath
the reporting of our ESG strotegy

The Boord 15 supported by cur senior independent, nen-executive diector, Themas Thune Anderson, who has
considerable ESG expenence and hos designated responsitility to support the directors’ collective responsibility
to consider o wide range of stakeholder perspectves and drive IMI's ESCG agenda when arrang at Board

decisions
b) Monagement’s role ESG Strategy execution is delegated to the Chief Excoutive, supported by the Executive Cormmmittee Pages 14, 48, 54 and
in assessing and The IM| Executive Committee, are regularly informed about climate related 1ssues by the Head of Sustanobility 55 78, 86 and 87, 121
managing climate- {wia their work wath the Better World team their sub committees and Ricards Energy & Favironment),
related risks In addition to these updates, the IMI Executive Cornmittee manitors and reviews ESG progress, cimaote-related

risk management processes and reviews bi-annually a detailled analysis of the Group's nisk profile ncluding
supporting divisional data and the actions undertaken The Executive Committee continue to review
and approve

» Al ESG achievernents and targets for inclusion in the Annuai Report
» The ESG strategy and proposal to the Board
» Updates on latest cimate-related reporting requirernents and manitonng of aur external ESG ronkings

» Scope 3 work relating to the assessment of Scope 3 emissions and review of reduction plans and
target setting

» The approach to Inclusion & Diversity, health and safety, employee development and talent retention

The Executive Comrittee will continue ta improve its knowledge ond understanding of chimate related risks
and opperturities ond their related financiaf impact

Lowse Waldek, Group General Counsel and Company Secretary, has speaific responsibility for Executive
sponsorship of the Better World team
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TCFD recommendution.

How IMI aligns with the recommendations

For more information

a)

b)

<)

Strategy

Climate-related risks
and opportunities
identified over the
short, medium and
long-term

Impact of climate-
related risks and
opportunities on IMI's
businesses, strategy
and financial planning

Resilience of IMI's
strategy teking

into consideration
different climate-
related scenarios,
including 2°C or lower

IMI has identified four climate risks and three opportunities, which have beer rated as having @ high impact and o
potentially nigh kelihood

The climate nsk management timeframes are short terrr 0-3 years, medium-term 3-10 years, long-term 10-30
yeors, and very long-term by 2100 These time horizens hove been considered with reference ta cur internal
financial planmng timefraomes

Risks

» Reducee output and higher costs ossocioted with the noregsed frequency and intensity of Tloods, storms,
and other extreme weather events, caused by a 3'C increase in global temperatures (long-term)

» Aggressive phosing out of certain plastics and metals [medium to long-term)
» Decline of the Ol & Gas sector due to stricter regulation {medium-term}
» Water shortages impacting Lhe production of steel and prastics (medium te long-term)

Opportunities
» Demand for several of IMI's products and solutions may increase vath the greater demand for energy ef ficent
products and technologies {medorm-terrm)

s Likewase, IMI s well placed to provde innovative products to support the ncreased vse of hydrogen n a low
carbon ecanomy (medium-term)

» The greater dernana for a arcular economy may increase the demand for certam products within tMICrificol
Engineering which enable the re-use of matenials (medium-t2rm)

To capture all of IMI's global operations, the process for identifying and managing 1sks and opportunities includes
the invelvernent of managermnent ond staff at the opercting sites and across all dvisions within the different
geogrophies. Further work will be carnied out to standardise the process for reviewing all chrnate risks and
opportunities as well as further understand the varying level of risks across the business sectors and geographies
within the next disclosure

I the medium tolong-term IMI's sites could be impacted by physical climate nisks The physical chmote nisk analysis
or page 77, using computer models, has identfied those sites potentially at high levels af penll i the lang-term.
Further detailed onsite anclysis of the ricks and potenticl existing mitigations would be requ red before making any
changes to IMI's resilience assumptians

» b1 2022, IMI Critical Engineening sow a significant increase in aftermarket orders, in particular due to increased
Ol & Gas activty, However, in the long-term the transition to zero-emissions 1 likely to see reduced demand
in the OIl & Gas secter, particulorly in new canstruction, representing 6% of Group sales As aresult of thiy,
the divis-on s continuing te advance its strategy into mare new energy and actively deploving Growth Hub to
support sustainable future growth

» Inthe long-term (10-30+ years) IMI Critical could see a reduction in its Petrochemicol business, which currently
represents 6% of Group aales If thereis a significant shift away from using certain plastics, we expect this
change to be slow and we continue to suppoert aur customers to reduce emissions In this area

w In the medium-term {3-10 years) the transition to zero-ermissions cauld impact the sale of some IMI Precision’s
Transportation products. The sustanable solutions section of this report highlights some of the work being
performed to remove the use of hazordaus matenals, mimmise or remaove the use of lead end to keep on top
of product compliance legislation in addition, IMI s involved in supparting our customers with zero-emission
hydrogen fuel cell technology

» In the short ang medium-term we continue to expect dermand for our cutomation products, with Industrgl
Automation representing 22% of 2022 Group sales to incrense to support the drive for increase automation
with greater energy efficiency

» Our IM Hydronic division, representing 17% of IMI's sales, supports its custamers wath energy efficiency in
buldings Due to the ongoing drive to reduce energy usage and regulatory changes supporting the reduction
of enorgy usage, we see an opportunity Tor an accelerauon of orgame growth for the drasicn

# IMI 15 supporting customers acrass a number of apphcatiens related to hydrogen in the short and medium term,
we see g significant growth opportunity in the coming yeors

# IMI Critical has recerved £43m of Growth Hub orders in 2022, much of which are supporting our customers to
extend the life of the solutions we prowide We continue to see this os an angoing shert-term growth opportunity
for the dwision

tn 2023, IMlwill further develop how risks and opportunities are prioritised, agss-referencing to the risk
management and any other relevant sections of the annual report where appropriate IMlwill also lock to disclose
the quantified outcames af the scenario analysis to inform future financial planning

Analysis of the resilience of the Board's strategy highlighted that none of the cimate-related nisks identified above
would likely impact IMEin the short-term, The latest IM| strategic plon does take nto account the potential impact
of the truck market transitioning te a zero-enussion market and the potential impact on the ol and gas market.
within M1 Critical Fngineering, however due to IMI's extenaive engineenng expertise. cimate change may also offor
sigrificont opportunities and therefore o significant proportion of the strategic response has been focused on the
short to medium term opportunities.

IMIwill look to disclose the quantified outcames of the scencrio analysis to inform fulure finencial planning across
the short, medium and leng-term M1 strives to continue to mprove the quality ond rebustress of its scenano
analysis outcomes and strengthen its adaptation and mitigut:on activities,

Pages 76 ond 77,
B6Hto 93

Pages 8, 20 to 25, 29
and 30, 45, 70 and
71, 76and 77,171

Pages 20 to 25




IMI plc Annual Report & Accounts 2022

TCFD recommendation

How IMI aligns with the recommendations For moare information

a}

b)

<

Risk management

IMI's processes for
identifying and
assessing climate-
related risks

IMI's processes for
managing climote-
related risks

How IMI’s processes for
identifying, assessing
and managing
climate-reloted risks
are integrated into
IMI's overalk risk
management

Working alongside our environmental consultants Ricardo Energy & Environment, in 2021 we carried out Pages 7&and 77,
an analysis of chmate-related risks and opportunities using the TCFD framework 86 and 87

The initial honzon scan looked at 13 climate related events structured around 1CFD's four climate categories
(Physical, Reputation, Market & Technology and Policy & Legal) and identified 63 potential cimate -related
risks & cpportunities

The next step wos to conduct o matenality assessment which looked ot the extent to which each diision
location could be exposed to a particular cimate event (chimate sensitivity) and the existing atility to mitigate
or take advantage of the cimate event (adaptive capability) To enable a financiol evaluatian, each nsk and
opportunity was mopped against three financial rateriality divers (sales, operational casts and capital
investment).

The materiality assessment identified 20 key areas of focus Those identified os a high prionty risk or opportunty
(e, significant finanook impact and high scare o the senstvity ve capability matrig were then assessed agamst
the two climate scenarios mentioned on page /6.

The twie scenarios tned to represent
17 Little public intervention resulting in sigrificant physical ond other clirmate change impacts
2) High public iIntervention imiting physical and other climate change impacts

The scenarios were selected to ensure they ahgned with TCFD methodolegy, would be aeeeptable to EU policy
makers, are recognised worldwide and, rely on up to date projections This likelihood analysis created the four
climate risks and three opparturities which have been rated as raving o igh impact ondd o potentially

high likelihood

IMLwill continue to develop the processes for assessing the petential size and scope of identified chmate-related
risks and will detal the developrnent of the tinancial TCFD materiality.

Climote-related risks form part of the overall risk manogement process ang the Better World agenda. Pages &9, 76 und 77,
Far example, further work has taken place in 2022, alongside cur mam external insurance provider to gain A4 and 87

a greater understanding of the potential physical nsks faced by IMI's larger sites as part of an engoing project

to determine the current mitigations in place and those that may be required in the future to manage the nsks

assockated with extreme weather events

» Engineening and procurerment teams continue to review the components within our products and where
relevant, gain certifications on more sustainable components, reviewing sourcing policies to ensure good
avalability and pricing on materials

» Qur production and supply chain teams have been werking, alongside external consultants to understand
and review our product compliance against the increasing volume of new regulations ond to understand what
alternatives there are for vanous components (for example lead content in brass} All dwisions have specially
selected supplers to iInvestigote ESG topics (chmate impact, human trafficking & slavery, orgamisational
commitment and labour rights) through our comphonce pariner, Assent Ing In 2023, we will engoge with these
75 supplers to identfy emissions reduction programmes to support our Scope 3 goals, together with ensunng
hurnan rights are protected in the supply chain

s [0 mitigate the risk of supply chain disruption caused by water shortages, aur supply chain teams dre working
10 ensure we have dual sourcing of key components and are treated as o prionity customer via framewaork
agreements with tier 1 suppliers

Climate-reloted nsks deterrmined and reviewed via the work of divisional risk champions, form part of several Pages B6to 93
principal nsks, and are included as part of nsk management presentations to the Executive and the Board

As opposed to having a specific principal risk regarding cimate change, the Boord belicyes there are several
principal nsks which already cover the potential impact of chimate change.

» Business disruption due to natural disasters - which covers the physical risks of climate change

» Failure to comply with legislation - including the risk that IMl were to breach country speafic legislation
on carbon initiatives, industey standards, matenal restrictiors etc

s Talent risk — the impact of o poor ESG strategy or reputational cimate incidents would have on the ability
to retain and attroct premium talent

» Failure to manage the supply chain - the impact on the cost, avallability, and delivery times of key components
due to disruptive transition risks towards low carbon energy efficient products

» Organic growth - the ability to adapt to new customer problems and realise the chmate
opportunities identified

IMIwill continue to further develop haw managing dimate-related nisks are integroted inta the overall sk
managernent framework, which we see as a cantinually evolving process
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intradLet on Strategic Report
# TCFD recommendation How IMI aligns with the recommendations For more information
“Metrics and targets —

a) Metrics used to assess Qur purpose 1s Breakthrough Engineering for a better world, where we are commutted in providing customers Pages 48110 50, 74
climate-related risks with the most sustainable products possitble. To ensure IMI supports sustainabibty, our cdimate goals include and 75, 78 and 79
ond opportunities inline  reducing ermissions and minimising our environmental impoct. To help achieve this we have set up several b} bel
with strategy and risk chimate related metncs aimed at reducing our greenhouse gas emissions, water usage and waste part b) below
management process We howve obtained limited level assurance aver the accuracy of our greenhouse gas ermissions fraom an strotegy part b,

independent third-party consultancy page 81
As noted above, impact and likelihood alongside @ matenality assessment are the metrics used to assess
chmate-related risks and opportunities

We have Incidea details of the relevant percentage of business activitios aligned wath each nisk/opportunity set
outinpage 81,

In 2022 we inciuded the halving of our T nilensity (Suupe 1 & 2) as part of our executiva remunerntinn

Sec part ) below for further infermation

We recognise the importance of developing an internal carbon price as a critical forward-locking metric thot
can help us to manage chmate-reloted transitbion risks ond opportunities. We will be working on this during 2023
chead of reporting In next year's Annual Report.

Specific cimote-reloted opportunities inked to research and development have nat yet been measared but we
will consider measuring this in the future.

b) Scopel 2and 3 Detalls of our achieverments against cur cimate related targets including COz intensity can be found in the Pages 48 to 50, 74
greenhouse gas Creating a Better World section of this Annuat Report and 75. 78 and 79
emissions and related
risks

c) Targetsused tomanage  Cur purpese drives our strategy and our ambntion, including cur commitment to Pages 48 to 50, 131,
climate- mht?‘? risks » Halve our total Scope 1 & 2 COq ntensity by 2030 (based on a 2019 baseline) ond be net zero for these 134,137, 144
and opportunities and

emissions by 2040 Note &

performance against

targets

» For Scope 3, we are targeting reducing our emisaiens by 25% by 2030 and be net zero by 2060
» Reduce our water intensity (m? per 1,000 hours worked) by 10% by 2030 (rompaored to 2020)
» Reduce our non-recycled hazardous waste by 50% by 2030 {campared to 2022)

Since January 2022, sherter-term {annual) targets for Scope 1 & 2 COzintensity reduction hove formed part
of aur executiee reruneration From Januory 2023, annual torgets for water intensity will be included s part
of the persenal objectives of the annual bonus for the Chief Executive and Executve Committes mermbers
We will look to include sharter term targets for waste and Scope 3 CO: emissions in the future

Recent acquisitions, Adaptas, Bohr, CorSelutions and Heatrmiser, continue to mave IMhinte rmare resient
markets with long-term growth prospects

Research and development expense continues to increase year on year to accelerate our organe grawth
opportunities, and we continue to see o wide range of opportunities avallable i our markets that will help our
strategy to be resihent to chmate-related risks,




Non-financial information statement

We aim to comply with the Non-Financial Reporting requirements contained in sections 414CA and 414CB of the Companies Act 2006,
The table below, and the inforrmation it refers to, is intended to help stakeholders understand our position on key non-financial matters.

Reporting requirement

Policies and standards which govern our approuch

IMI ple Annual Report & Accounts 2022

Additional information

Environmental matters

Environmenial pohey

Employees

IMI Code of Conduct
Speaking up, hotline tor rasing concerns
Health and safety policy

inclusion & Crversity pohey

Pages 70 to 79
Page 53

Pages 53,92
Pages 64 and 65
Pages 62 and 63,121

Wellbeing Page 59
Social matters IMI Corporate Tax strategy and Tax policy IMlwebsite

Chaontable donotions Page 59

Volunteering Page 59
Human rights Madern Slavery statement, Responaible Minerals, Supply Charm Code of Conduct Ml website

Inclusion & Diversity policy

Puges 62 and 63, 121

Anti-corruption and anti-bribery

The iMI Cade of Canduct includes aur poloy statements on g nuember of areas

of compliance -

(1} No bribery and corruption
{2) No facilitation payments

(3) No political donotions

(4) No anti-campetitive conduct

(5) Use of appropriate chantable donations, gifis, haspitality & entertoinment

{é) Know your customer checks

(/) Dealing wath third parties

(8Y Maraging conflicts of mterest

($3 Insider dealing & confidential infarmation
{10} Non faailitation or tolerance of tax evasicn
(11) Compliance with export controls & sanctions
(12) Daing the right thing and speaking up

(13) Froud detection and mvestigation

Page 53

Description of principal risks

Business model

Stakeholder engogement

Qutcome of non-financial policies
ond standards

Due diligence processes implemented in
pursvance of promotion non-financial pelicies
and standards

Pages 88 tn 93

Pages 10 and 11
Puges 38 to 45

Carbon ermissions reporting
One Big Vaice employee engagement survey results
Diworsity reporting

Health and Sofety reporting

Pages 70ta /9
Page 58

Pages 2 and 43
Pages &4 and 65

Customer satisfaction surveys
Carbon emissions reportng ond monitoring

Scrop and woste reduction measurement

Monrtoring of expenses, hospitality ond entertainment

Monitonng One Big Woice employec engagernent survey and the follow up pulse surveys

All employees roceve the IMI Code of Conduct
Hotline reports reviewed by the Board

Health ond Safety reporting and monitaring
Madern slavery training and nisk assessments

Complance traiming

Cornphance risk assessrnents and talored programmes by division
Compliance implementation reviews and internal cudits

Knowe vour customer policy ond due diligence reviews

Third party agent and distributors policy ond due diligence reviews

Internal controt declurations and complance declarations
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How we manage risk

Qur risk management processes are embedded throughout our
businesses and are designed to identify, evaluate and manage the
risks (including emerging risks) which could impact our performance,
our reputation or our ability to execute our strategy successfully.

During the year: -

» We continued to poy clese ottention to the impact of inflatien, hedging and passing on changes in the cost of row materials,
whilst supporting those employees impacted the most by cost of living increases (see poge 124)

» We performed o deeper dive into the potential physical risks faced by our sites due to climate change

» We were involved in the due diligence process for the acquisitions carried out in 2022

» Following the start of conflict in Ukraine, we mapped the risks, exposures ond mitigations surrounding IMi's operaticns in and
around Russia and ensured M exited in the most efficient and measured way peossible

» We continued supporting the businesses around policies, guidance and additional supplies to help mitigate COVID-19, this was
particularly key for cur sites in China

» We strengthened cur Code of Conduct (the Code) and scoped training and guidance around its contents. This process will continue
into 2023 with the launch of compulscry training on elements of the Code relevant to key sets of employees

Three lines of defence

Cur risk management process Torms a core element of our strategy reviews and monthly operational meetings, and is ermnbedded in all
our businesses and utilises alt three lines of defence. It provides guidance on the identification, evaluation and management of risks,
inctuding emerging risks, which could impact our performance and our abillity to implernent our strategy. With each line of defence
hoving o purpose, combined, they heip us provide confidence to the Board and uttimately ocur sharehotders that we have odequate
ritigating controls and processes in place.

First line - risk ownership and Second line — monitoring and Third line — independent
management compliance assurance

This is provided by management and This is the oversight, review and challenge This s primarily provided by the Group
staff at the operating sites and divisions provided by division, functional and Ml Assurance function. Sitting outside of
who are responsible for identifying Group management (including IMI the risk management and operational
and managing risks as part of ther Executive and Board). This provides the processeas, its main role 1s to review and
accountability for achieving IMI's policies, frameworks, tools and support report on the effectiveness of the first
objectives. This includes applying the to enable nsk and compliance to be two lines of defence in managing the risks
IM] values, policies and procedures managed by the first line. to IMI It also includes an element of the
and internat controls. divisional audit tearm's work carried out

under the oversight of Group Assurance.
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Our governance framework

The Group operates a ‘top-down, bottorm-up approach to risk management which allows the Board and the senier leadership team
to actively assess strategic risks and monitor the measures used te mitigate, transfer or avoid such risks. It also ensures that
operational risks are identified and managed at multiple levels and key information is comrmunicated across the Group.

Board

» Hos overall responsibility for ensuring that we manage our risk exposure appropriately 1o achieve our strategic objectives and build
sustainable shareholder value, This invalves assessment of principal risks (including cimate-related risks and opportunities) and
emerging risks

s Approves the strategy and determines our risk appetite and reviews the risk management processes we operate

» Sets o framework of prudent and effective controls, which enable risk to be assessed ond managed and ensures the Group operates
respansibly, with effective controls in place

» Every aix months the Board carry out a robust assessment of the Company's emerging and principal risks (including chimate retated
risk and cpportunities} and annually, the effectiveness of internal controls

» Delegates responsibitity for implementing and monitaring internat contrals and other elements of nsk manggement toits
Committees and the Chief Executive and his executive team

Board committees

» The Audit Committee has oversight of finonciol repor ting, internal financial controls and assurance pracesses. The Committee keeps
under review the effectiveness of internal financial contrals and risk monagement systems and reports to the Board its views and
any recommendations, for improvement

» The Nominations Committea oversees talent and succession risk

» The Remuneration Committec oversees and adjusts, where necessary, remuneration and incentive structure risk

IMI Executive & divisicnal leadership
» Hos respansibility far ensuring risk management culture is ntegrated across the divisions and aligned to tne Group's objectives and
risk appetite

» Monitors and reviews risk management processes and reviews bi annually a detaled analysis of the Group's and divisionat nsk
profiles, breakdown of the key controls, changes in the period and the actions and mitigations and future initiatives designed to
manage the risks

» During monthly meelings will receive updates from mdividual risk cwners (for example updates on HR, HSF and ESG workstreams)

Operating businesses
» Operational Leams provide the first line of defence by fallowing defined pohcies and ensuring the effective running of key operating
systerns, local ownership and occountebility of risk ownership and mitigation

» Locol management operates local internal control systorns and provides monthly updates on key risks, mitigation and controls
through incarparation of risk profile data n monthly monagement reporting process

Emerging risks

The Board assesses the risks that could impact the Group which have rmat yet occurred but are at an early stage of becoming
knewn and are expected to become more significant. All divisions monitor and review emerging risks as part of our monthly
operational performance reviews and Executive Committee meetings. Consideration of emerging risks also forms part of our
strotegy review process.

Whilst the Board and the Executive Committee did not determine a specific emerging risk, we continue to be vigilant and ensure we
have appropriate procedures in place for the early identification and quantification of risks, especially as we continue, through Growth
Hub, to design new products and move into new markets.




88 IMI ple Annual Report & Accounts 2022

Principal risks and uncertainties

Our principal risks Ourrisk appetite

The principal risks facing the Group are shown in order of pricrity ) . . .y

in the table below. This analysis covers how each risk (net of Risk appetite rating Definition

mitigating controls) could impact our strategy, our risk appetite Very prudent Noyvary low tolerance to risk, regardless

to the particular risk, how our assessment has changed during
2022 and explains what we are deing te monitor and mitigate
each risk area.

of the cost of the required controls

Prudent Alowe-nisk approach vic sufficient ond

Risk rating & appetite, link to strotegy
and key elements

Balanced

Risk reduction not
carried out in instances
of dispropartional cost.

Receptive

Very receptive

proportional controls and mitigation,
i the knowledge this will lrvut any
potential reward

Applied in circumstances where there

is a high chance of success, equai
consideration is given to the achievernent
of strategic objectives and potential
negative nsk ImMpeact,

Elevated levels of nsk accepted in
the case of opportunities that offer
improved returns

Elevated levels of nisk accepted in
the case of opportunities that offer
improved returns

High levels of nsk accepted in the case
of unproven or new projects that offer
significant returns or growth potential.

Description and change in year

Risk mitigation including specific 2022 actions

1. Failure to manage the supply chain
Risk rating

VERY HIGH

Impact High  Likelihood: High

Risk appetite
Prudent

Link to strategy
Customer satisfaction
Complexity reduction
Digital

Sustainability

Links to other risk elements

Global macra-economic uncertainty &
political instability

Business disruption {climate change /
natural disasters)

ESG/Climate Change

Failure to manage the supply chain could
have a material impact on our financial
performance and reputation.

<>

No change

Whilst global econoric demand has reduced

in the last twelve months and some pinch-
points within logistic netwaorks have eased, the
armed conflict in Ukraine, subsequent energy
price shocks, severe weather events, scarcity of
some key materials and the lingering disruption
caused by COVID-1% lockdowns, still elevates
the risks associated with receiving materniais in
the nght place, at the nght quolity and at the
right time.

The procurement strategy is to get the optimal
balance betwean the yse of best cost countries
and having the suppiy chain localised to
production teams

The divisional procurement teams continue
to perfarm tharough reviews of cur supplier
base, qualfy new materials, sign framewaork
agreements where necessary, utilise tooling
registers, work towards diversification of
supply chains, and create safety inventory
where needed.

We utilise o compliance partner to ensure the

regulatory compliance of our suppliers on such
matters as conflict minerals, EU Reach, ReHS,
US TSCA ete.

Leadership teams alse hold regular supply chain
review meetings deploying escalaticn meetings
with key suppliers where needed.

Divisional procurement teams assess specific
Supply Chain Code of Conduct risks and audit
hugh risk suppliers for all aspects of supply
chain risk including Modern Slavery.

Sites alsc continue to update therr business
centinuity arrangements for changing production
processes with dual sourcing arrangements

in place for key components. During the extended
lockdown in Shanghai, weekly supply chain
meetings were set up to utilise alternative
suppliers and production facilities and to

monitor logistics.
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Risk rating & appetite, link to strategy

and key elements

2. Global economic uncertainty and
political instability

Risk rating
VERY HIGH
Impact: High Likelihood: High

Risk appetite
Balanced

Link to strategy
Customer satisfaction
Complexity reduction

Sustainability

Links to other risk elements

Business disruption {(clmate change /
natural disasters)

Foreign currency fluctuations

!
|

Risk mitigation including specific 2022 actions

The Group operates in diverse global markets
and demand for our products is dependent on
economic and sector-specific environments.
A downturn in the global or a regional
economy, brought on by economic cycles,
political instability, health or environmental
emergencies, could impact end market
demand and as d result negatively impact
revenue and our ability to deliver our strategy
and achieve market expectations.

Increased

Due to Russia's invasion of Ukraine, on &
March 2022, we ended all new business in,
and international deliveries to, Russia. On 27
May 2022 we completed the divestrnent of
our Russian subsidiary to local management
resulting in a loss on disposal for the Group
of £4 8m.

Fredictions of global economic growth in

the short to medium-term continue to reduce
whilst many countries have experienced levels
of inflation not seen in decades IMI Precision’s
business 1s the most sensitive to economic
cycles, whilst iMI Critical continues to face highly
competitive markets and faces a structural
decline in the new construction fossii power
sector. Whilst IMI Hydronic 15 a shorter-cycle
drvision it has @ lower sensitivity to econamic
conditions but may be impacted by mild
European winters,

We cormpile annual strategic plans and maintan
a balanced portfolio operating across a range of
markets, sectors and gecgraphies with no singte
dependency. We also have contingency plans

In place te enable changes in our operational
footprint should geopolitical changes or other
forms of disruption impact our ability to trade
between various countries (for example European
energy restrictions or further Ching lockdowns).

Qur divisions ensure their forecasting processes
include scenario stress testing, reviews of
sector metrics and getting closer to the
customer to receive early indications of reduced
customer demand to ailow proactive and rapid
management of plant output

Through greater digitisation and integration
of data, divisional mancgerment have ongoing
reviews of order books, milestones for major
projects and customer credit ratings. These
and other key metrics are fed back into
rmonthly divisional and Executive meetings.

We are conscious that significant increases in
food and energy costs have disproportionately
impacted the most vulnerable and therefore
we have targeted pay increases to support our
lower paid ernployees.

3. Competitive markets

Risk rating

HIGH

Impact: Mediumn  Likelihood: High

Risk appetite
Receptive

Link to strategy

Customer sotisfaction
Complexity reduction
innovation

Sustainability

Talent & engagement
Digital

Links to other risk elements

Global macro-economic uncertainty
& political instabil ity

Margin erosion
Organic growth
ESG/Climate Change

Competition in our core markets, from both
existing and new competitors could create
strong pricing pressures, potentially resulting
in lost sales and reduced profits.

<>

No change

This year IMI Critical has seen o significant
increase in Aftermarket orders for parts and
upgrades, however climate change transitional
risks could see o decline in the On & Gas sectar
tin the medium-term.,

We hove an M&A strategy which looks to

apply our expertise In attractive markets, in
established and adjocent sectors with a strong
link tc our Better World strategy. This has been
demonstrated through the recent purchases
of Adaptas, Bohr Modultechnik, CorSolutions
and Heatmiser,

QOur Growth Hub aims to create significant
customer-pull and uncover new opportunities

by selving our customers’ key problems, through
advanced applications engineering, helping

us deliver mare competitive products such as
Adaptix, Hydrogreen, EraSolve, VIVO Electrolyser
and TA Smart.

We manitor competition risk monthly by
reviewing progress against cur strategic growth
plans and the performance of our peers.

Robust contractual terms ensure material price
inflation is passed onto the end custormer. The
nature of IMI Critical's long-term projects enables
efficient hedging of foreign currency

and commodity prices.

We maintain strong brands and defend our
trademarks and brands and continue to
develop our market leading applications
engingering expertise.

Qur Value Today initiatives aim to maintain

or even strengthen our competitive position
through innovative solutions from Growth Hub,
continuous process improverment, growth in the
Aftermarket and an acceleration of IMI Hydrenic's
HVAC solutions due to the greater demand for
energy efficiency.
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Principal risks and uncertainties

Risk rating & appetite, link to strategy
and key elements

Description and change in year

Risk mitigation including specific 2022 actions

4, Talent

Risk rating

HIGH

Impact: Medium  Likelihood- High

Risk appetite
Balanced

Link to strategy

Customer satisfaction
Complexity reduction

Talent & engagement

Links to other risk elements
ESG

Global macro-economic uncertainty &
palitical instability

Health & safety

The inability to attract talent or retaina
diverse set of employees with the required
set of skills and experience in the desired
territories.

S

No change

Talent risk was raised to high at the end of 2021
due to the impact of the pandemic, the boost
on economic growth and employment from

the gradual reopening of developed econcmies,
wage inflation and a potential scarcity in the
desired skills for the type of talent IM| seeks.

Workstreams on attraction, visibility and
development ('Big Play on Talent”) have

been set up to mitigate the risk and improve
IMI's attractiveness as an employer. Levels of
regretted turnover and very positive employee
engagement scores are encouraging

Whilst global economic demond may be
waning, most economies have been close to
historic lows for avalability of labour and waith
most employers unlikely to maintain real wages
in the short-term, the pressure to retain key
talent remains.

The risk is regularly assessed by the proactive
ronitoring by HR Business Partners of regretted
turnover, exit interviews, percentage of vacancies
filled internally, performance objectives, talent
reviews and succession plans.

External consultants are used to ensure the
appropricteness and competitiveness of
remuneration. There has also been a greater use
of flexible warking and @ wider range of voluntary
employee benefits. The work on Inclusion &
Diversity has now been embedded into the
divisional leadership teams.

Employee engagerment continues to be a key
part of the HR strategy, though Workplace

our internal comrmunications platform, the IMI
Way Day, our new Global Employee Assistance
Programme, our new Leadership programme and
the annual One Big Voice survey, which this year
continued 1o see an overall increase in employee
satisfaction. Where pockets of improvement

are identified, local management are required to
draw up action plans for review

5. Unauthorised access to our IT
systems

Risk rating
HIGH
Impact Medium  Likelihood: High

Risk appetite
Very prudent

Link to strategy
Complexity reduction

Digital

Links to other risk elements
Legal compliance risk

As the digital and security threat environment
is quickly evolving, we cannot guarantee

that cur actions are keeping pace with the
constantly evolving threat environment.

Unapproved access to our {T systems
could result in loss of intellectual property,
fraudulent activity, theft and business
interruption.

Increased

We continue to detect, block and remediate
threats on an ongeing basis with a visible
increase In the volume and complexity of
threats especially in the wake of the conflict

in Ukraine (including malware, ransomware,
attempted data theft, credential theft, phishing
and external hacking attempts).

IMI Hydronic Engineering was the subject of
such a disruptive attack in December 2022, Qur
preventative and mitigatior defences, including
robust systern and data recavery plans,

rmeartt that operctions were quickly restored
and impacts to customers and customer
service were limited. We continue to increase
our getivity and investments in preventative
infrastructure, recovery planning, penetration
testing, and employee training in order to
minimise any impact of these ongoing threats.

We have a well-developed multi layered IT
security strategy, thot s reviewed regularly, and
a formal update is given to the Board annually.

The strategy includes the use of next generation
firewails, multi-factor authentication, internet
filtering, endpoint and server protection using
Al based malware and threat detection, emgil
security, device control, penetration testing,
24/7 monitoring and rolling security awareness
programme,

We continue to implement improvements to our
ITinfrastructure to keep abreast of new threats
that inform future security iInvestment planning

We operate a security oversight / approval
process regularly test our disaster recovery plans,
rraintain robust backups throughout the Group
and retain the support of specialist consultants /
service providers as required,
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Risk rating & appetite, link to strategy
and key elements

Description and change in year

Risk mitigation including specific 2022 actions

6. Organic Growth

Risk rating

HIGH

Impact: High  Likelihcod: Medium

Risk appetite
Receptive

Link to strategy

Customer satisfaction
Complexity reduction
Innovation

Sustainability

Talent & engagement
Dugital

Links to other risk elements
Competitive pressures

Global macro-economic uncertainty &
political instabilty

ESG/ climate change

Failure to deliver market leading products on
time and on budget, could impact our ability
to grow.

Increased

Qur Better World strategy and increased
custormner intimacy are twa of the levers Tor

us to accelorate profitable organic growth.
The Growth Hub programmes start with
understanding the custamer problern and
allow us to identify, design, refine, and develop,
the flexible, high performing and sustainable
solutions dernanded by our customers and
wider society.

We continue to invest in new leadership talent
into digital ond our Growth Hub, with additional
digital marketing resources promoting our
brand and products With the use of external
experts, Growth Hub aims to innovate into new,
sustainable markets solving acute industrial
problems. Processes and governance are in place
to avoid new product concentration risk, to
ensure projects are scalable and relevant tearns
have the bandwidth to deliver successful new
products/services effectively.

Growth Hub loocks at epportunities across all
three horizons and all three divisions are looking
to use more digital tools to enhance customer
experience. We have established centres of
design and technological excellence across our
bhusinesses. Fach division has a new product
development strategy which is regularly reviewed,
with divisional engineering teams reporting on
the performance of our existing products and
new market or competitor developments.

7. Business disruption / Natural
disasters

Risk rating
MEDIIM
impact: Medium  Likelihood: Medium

Risk appetite
Very Prudent

Link to strategy

Customer satisfaction
Complexity reduction
Sustainability

Digital

Links to other risk elements
ESG / Climate change
Supply-chain

Global macro-economic uncertainty &
political instability

The risk to life or disruption to production
cavsed by large scale events such as, extreme
weather, pandemics, conflicts and disasters
etc (where not covered by other specific risks,
for example cyber).

Decreased

The risk rating has been reduced from HIGH as
the world continues to be better equipped to
deal with the specific threat of COVID-19.

The risk of disruption still remains elevated due
to the ongaing Impact of COVID-19 and other
contagious respiratory illnesses, other pandemic
threats as well as extremne weather events

Throughout much of the first part of 2022,
supported by a cross-function, cross divisional
support team, the Executive team continued to
review IMI's COVID-19 mitigation measures with
rnonthly meetings supported by weekly updates.

Managerment tearns continue to review
emergency respense and business continuity
plans to bolster operational resilience in order

to minimise the iImpact of large-scale disruption.
For examiple, our Indian operations supported our
Chinese sites during the extended lockdawwns.

We have around the clock access to health and
security services should ¢ major incident occur

Further work was performed in 2022 to
understand the potential physical risks our sites
face under various climate change scenarios.
Further information can be found on page 77.
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Principal risks and uncertainties

Risk rating & appetite, link to strategy
and key elements

Description and change in year

Risk mitigation including specific 2022 actions

8. Failure to deliver major
transformational projects on
time and on budget

Risk rating
MEDIUM
Impact: Medium  Likelihood: Medium

Risk appetite
Prudent

Link to strategy
Customer satisfaction
Complexity reduction

Digital

The Group is continually evolving and
taking opportunities in response to
external conditions and market pressures.
Our current strategy includes large
restructuring programmes and complex IT
system installations. Failure to deliver the
expected objectives on time and on budget,
could have an adverse revenue and profit
impact on the Group.

o

Decreased

All three divisions in recent years have
successfully completed change management
programmes

The Group continues to review our operational
footprint and will ensure knowiedge from
previous exercises are rolled into any future
projects.

We have deep and extensive restructuring and
integration expertise which see restructuring
costs and realised benefits tracked monthly
against target.

We operate robust and proven processes to
manage and monitor major projects (for example
in 20272 IMI Precision completed the execution
phases of their Fit for Growth and Custemer First
projects), including business cases which set out
clear and measurable timetables and milestones,
which are reviewed regularly by our Executive
Committee and divisional management teams

Project rmanagement and governance processes
underpin all major 1T projects to support efficient
ERP system roll outs (for example the move onto
JDE version 2 2 by @ number of sites during the
year}, Upon completion of a significant project,
we undertake a post-investment appraisal to
identify areas for improvement.

9. Failure to comply with legislation or a
breach of our own high standards of
ethical behaviour

Risk rating
MEDIUM
Impact: High  Likelihood: Low

Risk appetite
Very prudent

Link to strategy

Customer satisfaction
Complexity reduction
Sustainability

Digital

Links to other risk elements
ESG / Climate change
Health & safety

Tox complignee

We have an established framework which
dernands the highest standards of ethics,
legal and regulatory compliance across all
our businesses. As we deliver sustainable
profitable growth, it is essential that we
maintain these standards. A breach of
legislative requirements could result in
financial and reputational damage.

<>

No change

Except for Fussia, we continue to operate n
similar markets as last year,

The nvasion of Ukraime saw a significant
Increase 1N export controls and sanctions and
the global privacy Yandscape continues to
develop.

IMI's legal and compliance teams, supported by
external speciglists, worked to ensure IMIwas
fully compliant with international sanctions
ntroduced following Russia’s invasion of
Ukraine. IMl ended all new business in and
nternational deliveries to Russia on 4 March
2022 and divested its Russia subsidiary IMI
International LLC on 27 May 2022

We conduct business through agents in IMI
Critical Engineering and operate a detalled
process to ensure agents comply with our high
standards of business conduct.

Detailed legal due diligence was conducted on
all acquisitions in the vear.

Each division assesses Its own comnpliance risk
and formulates an annual divisional compliance
plan which s implemented by each of their
General Counsel, with results reported to Group
on a quarterly basis.

Due diligence on third parties, trade sanctions
and customers are the subject of standard
operating procedures and carried out by the
divisions using Group-wide software.

Dedicated resources at both the Group and
divisional leve! ensure employees are provided
with the necessary training, guidelines, access
to subject matter experts, and standard
operating policies

In 2022, a revised and more comprehensive Code
of Conduct was launched, in 13 languages The
Code is supported with high-lavel guidance for

all employees fallowed by detailed traiming for
relevant staff on individual elements of the Code.

We continue to enhance the Group's data
privacy framewaork.

We operate a confidential independent hotline
to report concerns. Reports are investigoted
thoroughly and where required; action is token
to resolve ssues. The Group's Ethics &
Compliance Committee meets monthly and
reviews oll hotline reports alongside any external
complaints or internal referrals of serious
accusatians of breaches of the Code of Conduct.
In 2022, the Committee reviewed 32 cases
compared to 39 cases in 2021,
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Risk rating & appetite, link to strategy
and key elements

Description and change in year

Risk mitigation including specific 2022 actions

10. Quality issues leading to product
recall, warranty issues, injury,
damage or disruption to
customers’ business

Risk rating
MEDIUM
Impact: Medium  Likelihcod: Medium

Risk appetite
Very Prudent

Link to strategy

Customer satisfaction
Complexity reduction
Innovation

Digital

Links to other risk elements
Health & safety

Legal complance risk

Developing innovative and technologically
advonced products is at the heart of IMI.
The quality and safety of our products and
services is of the highest importance and
feilure to deliver the quality required could
result in negative financial and
reputational damage.

<>

No change

This area continues to be a key focus for cur
businesses, by minimising the cost of quality
and warranty claims.

Our Quality Management systems, quality
operating policies, product quality plans, and
escalation processes allow us to continually
improve product quality.

Across our operational platforrm we have

well embedded process control, continuous
improvement programmes, and Advanced
Product Quality Planning processes. Our most
critical projects include extensive testing of the
finished product and customer sign-off.

We have a detailed mapping of our engineering
rescurces acress our customers and geographics
and elements of our product quality (product
compliance and elements of our quality
rmanagement systems) are cudited by external
third parties, Our sites often have weekly
performance reviews and key statistics over the
cost of quality are included in monthly operational
reviews attended by IMI's Executive team. Should
significant issues occur, a process which includes
full root cause analysis, creation of action plans
and lessons learnt debnef is put into action.

11. Failure to integrate acquisitions
successfully and deliver the
required synergies

Risk rating
MEDIUM
Impact Medium  Likelhood: Medium

Risk appetite
Receptive

Link to strategy
Customer satisfaction
Complexity reduction

Digital

Links to other risk elements
Competitive markets

Giobal macro-economic uncertainty &
political instability

Underperforming acquisitions deliver below
expectation synergies and reduced profit.
If material, this can significantly impact
shoreholder value.

<>

No change

IMI has aequired four companies since
December 2021.

Adaptas Solutions - December 2021
Bahr Modultechnik - June 2022
CorSolutions - October 2022
Heatmiser - December 2022

We track these acquisitions to ensure they

deliver value; the planned synergies and that [MI

provides ongoing support and training for the
local management teams.

We have in-house M&A expertise who operate
a proven, structured integration process.

The strategic review process helps identify value
enhancing acquisitions which would align with
the Group's strategy

Upon compietion, a detailed 100-day process

is used to ensure adequate rescurces are in

place, progress is on schedule and the identified
synergies {both hard and soft) are being realised
Monitoring of integration progress is reported to
the Group monthly. The Board receives regular
updates on progress and with the assistance of
the internal assurance teams, carries out a review
in year three after each acquisition.
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Viability statement

Viability statement

The directars have assessed the viability of the Group over

a relevant period, taking into account the Group's financial

and trading position as summarised in this Annual Report,

the principal risks and uncertainties set out on pages 88 to 93,
the Group's going concern assessment set out on page 95 and
the five-year business plan reviewed by the Board in September
2022. Based on this assessment, and other maotters considered
and reviewed by the Board, the directors confirm that they
have a reasonable expectation that the Company will be able
to continue in operation and meet its abilities as they fall due
over the period from the date of this Annual Report to 31
December 2027.

The directors determined that the period to 371 December 2027
constituted an appropriate period over which to make its
assessment of viability. Whilst the directors have ne reasen

to believe the Company will not be viable over a longer timing
horizon, the five-vear period to 31 December 2027 was chosen
as it was aligned with the Company’s business and strategic
planning timing horizon and is a sensible period for such an
assessment. It is believed this period provides readers of the
Annual Report with an appropriately iong-term view with which
to assess the Company's prospects although future outcomes
cannot be predicted with certainty.

The directors carried out a robust assessment of the principal
risks facing the Group, considering those that could threaten its
business model, future performance, solvency or liquidity.

The Board has considered the long-term prospects of the
Company based on the strategy, markets and business model
as outlined previously within this report. In the Strategic review
of the Group, the Board highlights a number of factors that
underpin its long-term prospects and viability. These include:

» Purpose-led strategy Breakthrough Engineering for a
better world delivering improved margins and sustainable,
profitable growth

» Well-balanced portfolio, bound by world class engineering
capabilities that offers through-cycle resilience

» Better Warld purpose aligns the Group to attractive growth
markets, supported by global macro trends

» Strong balance sheet offering strategic flexibility alongside
disciplined financial objectives

» Differentiated environmental profile - our solutions enable
energy efficiency, sustainability, and safety

The business plan was used to assess the headroom on the
Company's facilities and to model stress tests for ongeing
covenant compliance under scenarios where its principal risks
materialise. The analysis considered both running business' risks,

such as reducing revenues and margins, as well as one-off ‘event’

risks such as product recalls.

The scenarios considered were as follows:

Scenario 1: A madest global macroeconomic recession in 2023 representing
a 5% reduction in revenues,

Link to principal nisks: Gilobai economic or political instability.

Scenario 2: A product recall with a one-off cost of £200m,

Link to principal risks Guality 1ssues leading to product recall, warranty
issues, injury, damage or disruption to customers’ business.

Scenario 3: A severe global macroeconomic recession in 2023 representing
a 16% reduction In revenues.

Link te principal risks: Foilure to monage the supply chain; global econarmic
or political instability; business disruption/natural disasters

Scenario & This scenana considers the combined wnpact of scenana 2 and
3, both a £200m product recall and ¢ 16% reduction in revenues due to
MACroeconoImIc recession.,

Link to principal risks: Qualty ssues leading to product recall, warranty

1ssues, injury, domaoge or disruption to customers’ business; global econemic
or political instability, business disruption/natural disasters,

Finally, the Board considered a reverse stress test which
demonstrated that a breach of covenants would not occur
unless there was an extreme unforeseen event causing a revenue
reduction of greater than 23% in the 12 months following
approval of the Annual Report and Accounts. Mitigating actions
considered Tor this reverse stress test include, but ore not limited
to, reducing working capital, restricting capital expenditure,
reducing overhead spend and employee costs and cutting or
suspending dividend payments to shareholders. The mitigating
actions do not assume any special governmental support other
than normally available schemes such as short-term working in
certain countries.

The Board considered the Group's liquidity, available banking
facilities and banking covenants, details of which are included

in Note 1to the financials statements. The Board also considerad
the Company's obility to raise capital in the future, as well as
both the ongeing actions undertaken to prevent occurrence and
the potential actions to mitigote the impact of any particular
risk. In maoking its assessment, the Board recognised the principal
risks facing the Company, including those that would threaten
its business model, future performance, solvency or liguidity,

A summary of these risks can be found on pages 88 to 93.

The directors’ assessment also recognised a number of

key fectures of the Group's operations. The Group's wide
geographical and sector diversification, and the spread of
activities across many production sites, help minimise the risk

of serious business interruption. Furthermore, our business mode|
is structured so that the Group is not overly reliant on a few large
customers. Qur largest customer constitutes under 3% of Group
revenue and our top 20 customers account for under 14%

of Group revenue. In addition, our ability to flex aur cost base
reduces our exposure to sudden adverse economic conditions.
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Going concern

After making enquiries, the directors have a
reasonable expectation that the Company and

the Group have adequate resources to continue

in operational existence for the foresesable future
and for a period of at least twelve months following
the approval of the Annual Report & Accounts.
Accordingly, they continue to adopt the going
concern basis in preparing the financial statements.
Further detalls are included within Note 1to the
financial statements.

IVl Critical Engineering —
Pittsburgh, USA
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Board of Directors

Nationality
Lord Smith British
of Kelvin
Chair
Roy Twite British
Chief Executive
Daniel Shook American
. Finance Director British
Thomas Thune Danish

Andersen
Senior iIndependent
non-executive director

* Listed company directorship,

Audit Committee

director respansible

engagernent and

Expertise Key external
appointments

Significant UK and Non executive Charr of
international board the British Businass
experience Bank plc

Extensive knowledge of
both engineering and
manufacturng

Strong track record in
private equity, mergers
and acguisitions

Specalist capability

in firance
Proven organisaticnal and Non execotwe director
engineering expertise of Halma plc*

Managernent capability
having run all of IMI's diisions

Extensive knowledge of end-
markets and customer base

Extensive fincneicl
management exporence

Fxrerswe knowledge

of cormplex process
manutacturing across o
range of industrial sectors

Strong internctonat
perspective hoving worked in
a number of key geegraphies
during hes trme with two
leadirg globol businesses

Experencedinternaticnal Charr of Lloyds Register
business leoder in sectors Group
including ol enargy, Mmarine Char of Qrsted A/S*

ond critical infrastructure
Nan-exccutive directer

of Green Hydragen
Systems”®
Membe- of the Danish

Cammittee for Good
Corporate Governance

Broad expenence as g non-
axecLtive director of vanous
public companes

Specic! nterest in ESG
mattersin particular
corporate governance and

climate change 1ssues Nen-executive director

of BW Group Ltd

Chair of VRK Holdings
A/S

Specific contribution to
the company’s long-term
success

Extensive internotional
business, sector and
boord level expenence
enaoles Lord Smiths
valuable leadership of
the Board and drives
bus comrmitment to
rebust corporate
governance

Droveing on his general
rmanagement and
aperational experience,
Ray brings clear
stratear leadership,
passion for and a deep
understanding of the
engneering sector, the
Group's divisions and
stakeholders to lead and
nspire the Group

Daniel contributes bis
considerable globa',
finanaial and business
dovelopment exper ence
from large multingtional
companies 10 drive
strorg financial
leacership and support
the growth of the Group

Thomas orings a wealth
of international business
ond board level
experience to his role a5
Serior Independent
Director He draws or
his broad knowledge
and personal interestin
susTainability and
culturewhen perfarming
his designated employee
engagemert and ESG
activit es, suppcriing
the fermulation and
delwery of aur FSG
strategy
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Nationality Committee Date of Expertise
membership appointment
Isobel Sharp British Audit 2015 Considerable accounting,
Independent non- Committes audit, governance and
axect tive director - Charr transcct:ons experience
Nominations including time as a member
~ f the UK Accounting
r Committee @ i
’ Standards Board and the
Reporting Review Panet
. Warked with rmany
| international businesses
. on strategy, risk and
: sustanability matters
"
Caroline Dowling Irish Nominations 2020 Successful executive career
Independert non- Committes in the technology sector
executive director Remuneration with an ndustry-leading
Committee Forture Global 500
~Charr ’ company with aperations in
30 countries
Senior exccutive leadership
roles ocross international
operations including
supparting complex supply
chains
Katie Jackson British Nornations 2018 Senior executive experience
Independent non- Committee N major ol companias and
executive director Remuneration nvestment banking
Comrmittes Speciahst knowiedge of the
Ol & Gas sector
Excellent corporate finance
expenence ncluding
mergers and acquisitions
Dr qui Puri American Audit 202 Experignced in internaticnal
Independent non- British Committee business
executive director Nominations Expert minnovation,
Committes science and technology and
Rermuneration marketing
Comrmittee Holds a PhD n Food Science
Waorked for The Coca-Cola
Comparny I 0 variety
of roles in research and
development, Innovation,
consumer marketing and
general managerment, nsng
to Senior Vice President
Public company
Engineering & Finance &k Risk M&A
manufacturing .

Strong level of
experience as
recorded in our new
board skills matrix

Key external
appointments

Non-executive directar
and Audit Committee
Chair of The Bankers

Investment Trust PLC*

Naon-executive director
of Balanced
Commercial Propeity
Trust Limited™

Mermber of the
International Adwisory
Board at Edinburgh
Urversity Business
School

Non-executive
director of DCC plc™

Non-executive
director of Tyndall
National [nstitute

Non-executive
chrector of CRH plc*

Director of UNICEF
Irelomnd

Executive Vice
President Acquisition,
Oivestment and New
Business Development
at Shell plc

Chair of POWERf..I
Wormen

Non-executive director
of Britannia industries
Limited, India*

Non-executive director
of Clam Internationcd
Lirmited and member
of Audit, Capital and
Investment, Corporote
Reaponsibility and
Sustainability
Committee

ESG

Specific contribution to
the company’s long-term
suecess

Isobel contributes her
extensive firancial
experience and a strong
understanding of the
cudit, governance,
cantrol and regulatory
landscape to choir
effactively the Audit
Cornmittes

Corcline brings substantial,
global board level
experience and expertise in
dhgital, technology and
supply chain maonagement
Her passion for social and
humanitanan matters
provides a valuchle insight
to ESG considerations.

Carcling's experience
serving on remuneration
committecs cnables her to
chair the Remuneration
Committee effectively

Drawing on her broad,
internatienal business
and executive
experience, Kate shares
valugble nsights on
strategy, sustamnability,
ME&A and ermergng
rmarkets

Alan brings significant
giobal business and
board level expenence,
as well as expertise in
driving innovation and
developing new business
to support delvery of
the Group's strotegy

IMI focus
sactors
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Chair’'s Governance Letter

Dear Shareholder

The Board has worked closely with the Executive
committee to deliver our strategy in the current
economic ana political climate. Guided by our
purpose Breakthrough Engineering for a better
world, the Board has focused on:

» Progressing against our ESG cormmitments

» Sustaining our inclusive safety culture, where
employees feel engaged and able to speak up

» Maintaining reliable customer service during
supply chain pressures

| am confident that we have the right people
and governance structures in place to defiver
sustainable, profitable growth. In the Corporate
Governance Report on pages 100 to 145 of this
Annual Report, we describe our governance
practices and the workings of the Board and

its committees.

Financial Performance

20272 was another year of strong performance, our purpose-led
strategy Breakthrough Engineering for a better world continues
to drive sustainable, profitable growth acress the Group. An
averview of our results can be found on pages 32 to 36 In 2022
we completed three strategic acquisitions and continued our
expansion into attractive growth markets. Further details can

be found on pages 8 and 45.

Political and economic uncertainty

In March 2022 we announced our commitment to cease all new
business in and international deliveries to Russia. In May 2022,
the Board resolved to dispose of our Russian subsidiary to local
management, further detdils of the Board's considerations
regarding the disposal can be found on pages 45 of our 5172
statement. In support of the pecple of Ukraine, we set up
donation points across our sites to collect items which were
then shipped to a government coordination centre in Poland.
IMI has also matched all donations across the business to the
Ukraire UNICEF appeal. More information can be found on
poge 59 of the ESG report.

Purpose, values and culture

Throughout the financial year we have continued to invest

in protecting and nurturing our culture to ensure itisa
differentiator for cur business. In a world that continues to

be volatile, having a strong culture helps us manage through
uncertanty. We operate ¢ business where the safeguarding

of our employees is a priority, where we collaborate to create
a better world for our customers, communities and each other,
and where we adapt to ensure our people, products and
processes continue to thrive.

Our People

In the current economic and political landscape it is important
that we remember to prioritise the wellbeing of our employees,
by providing financial stability during the cost of living crisis

and supporting their mental health. In the year, we introduced
a global wellbeing programme for all employees. For more
information on the support we provide to our employees please
see pages 59 and 60
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ESG

With the support of our Better World team and Thomas
Thune Andersen {our non-executive director with designated
responsibility for ESG matters), we continue to make steady
progress towards cur ESG commitments.

During 33 2022, an ESG Board engagement session was held
where selected members of the Better World tearm invited
guestions, comments and discussion on our social initiatives
which were presented during the session. Further infermation

an these initiatives and our ESG ambitions can be found in our
ESG report on pages 46 to 79, which includes cur Scope 3 targets
and the addition of cur wormen in management target, both of
which the Board approved in Q4 2022,

During 2027, the Remuneration Committee considered the
inclusion of an objective ESG metric in our long-term incentive
plan (LTIP) The committee agreed to include a metric which
focuses on reduction of our CO; ermissions intensity ratio which
1s completely aligned to cur wider target of halving our CO,
intensity by 2030. 2022 was the first LTIP grant to include this
new metric, further information can be found on pages 137 of
our Remuneration Committee report.

Stakeholder Engagement

Throughaut the pandemic, virtual meetings worked well and
allowed the Board to stay cannected. Nonetheless, easing of
COVID-19 restrictions across Europe have enabled us to resume
a number of physical meetings. | am pleased to report that

the Board has also been able te engage with a range of
stakehalders in person this year.

In Cctober 2022, along with the Board and Executive team,

| visited Cagliari in ltaly for the opening of our IMI Rermosa site.
| enjoyed seeing our purpose and culture in action. A number
of our employees, suppliers and customers were invited to
tour the site and meet the Board. It was a great opportunity
for us to hear from our employees directly. Alongside our Chief
Executive, | also visited IMI Crton in June 2022, We rmet with
members of the local management team to discuss their
customer focus and drive for Better World growth. Please

see page 44 of our 51172 statement for more information.
Hook forward to visiting our Adaptas site with the rest of

the Board in 2023.

On behalf of the Beard, Thomas Thune Andersen {our non-
executive director with designated responsibility for employes
engagement) has attended meetings with our graduates
and our Eurcpean Communications Forum in the year.
Thomas' engagement significantly contributes to the Board's
understanding of how to suppert our people. Employee
engagement aver the vear is summarised on page 110.

This two-way dialogue is enhanced by our annual Cne Big
voice employee survey, results of which can be found on page
58 of our ESG report. On behalf of the Board, | thank all our
employees for taking the time to complete the survey, your
insight helps the Board assess company culture and identify
areas where we can improve.

Front and centre of our engagement approach is the IMI Way
Day. It provides the opportunity for every site and every team
member to down tools and come together for one day to
celebrate their port in creating a better world for our customers,
our people and our communities. Employees were able to meet
in person this year and attend a number of local volunteering
activities. For further details please see page 59.

AGM

Cur AGM provides the opportunity for our shareholders to
engage with our Beard of Directors and hold them to account.
In May 2022 we held our first physical AGM since the outbreak
of the pandemic. We lock forward to welcoming shareholders
to our in person AGM this vear. Further details can be found

on page 146 Directors are available to answer shareholders'
guestions formally during the AGM or informally afterwards.

Board effectiveness

The Board conducted an internal review of the effectiveness
of the Board and its Committeas in 2022 using on anonymisad
guestionnaire and Board discussion. Further details of the
process and outcorme of this evaluation can be found on

page 112.

Lord Smith of Kelvin
Chair

2 March 2023
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Corporate Governance Report

Code Compliance Statement

The Board is committed to maintaining gocd governance and confirms that, throughout the year ended 31 Decernber 2022, it is
satisfied the Company has applied the principles contaimed in the 2018 UK Corporate Governance Code (the 'Code’) and complied
with its provisions, with the exception of Provision 38. At the time of the introduction of the new Code, the Company had already
signed a contract with the Finance Director that entitled him to a pension contribution equal to 20% of his annual salary. This was
higher than the pension contribution available to the workforce. However, despite contractual obligations, the Remuneration
Committee discussed this issue with the Finance Director and an agreement was reached whereby a phased reduction by 3% every
year of the Finance Director's pension would be implemented. Therefore, since the introduction of Provision 38, the Company has
been non-compliant for the above reason. During 2020, the Remuneration Committee engaged with principal shareholders, explained
the reasons for non-compliance and assured them of the intention to be fully compliant by 2023. During 2022, the Finance Director
received @ cash allowance of 14% of salary. From 1 January 2023, the Finance Director will receive a cash allowance equivalent to 1%
of base salary which is consistent with the average global employee pension cpportunity for employees. Please see page 129 for more
information. Qur reporting on the application of the principles and against the provisions is contained in this Report and key cross
references are summarised below. Further details appear in the Directors’ Report and other cross-referenced sections of this Annual
Report, all of which are incorporated by reference into this Report. A copy of the Code can be found at www.fre.org.uk.

Code Supporting disclosures and cross-references
Board leadership & » Good corporate governance is vital to the lang-term success of the Company. We waork within our governance structure
Company purpose described in the IMI Gavernance Framework, which 1s summarised on pages 102 to 103 and is located on our website.

We have a programme of business which focuses on financial and operational performance, strategic initiatives, cur
Better World agenda, peopie and leadership matters and risk management. We hold an annual strategy day. For mare
information about the Group's strategy, see the Strotegic Report from pages 6 to 11

Our Business Madel is displayed on pages 10 and 11. Reporting on our purpose, values, strategy and culture is set ocut
on page 109

In hine with our Inclusion & Diversity policy, our Board is made up of a diverse group of skilled and experienced individuals.
Director biographies are shown on pages 26 and 97 Individual role descriptions can be found on page 104

The Board ensures that the necessary resources are in place for the Company to meet its objectives and measures
performance agamst them, The Board has established a framework of controls which enables risk to be assessed and
managed. For more information on risk management and the nisks faced by the Group, see the Risk Report on pages
86to 93

IM1 has multiple stakeholders wha are allimportant to the long-term success of our business. A description of
engogement processes in place with shareholders, ermployees and other key stakeholders is contained on pages 38 to
45. Thomas Thune Andersen is the non-executive director with designated responsibility for employee engagement,
which includes gathering the views of the workforce on behalf of the Board. Please see pages 104 and 110 for more
information about his rofe and activities. Where engagement s not direct, 1t takes place via feedback from individual
Directors and members of management. The relevance of each stakeholder group will depend on the particular matter
requiring Board decision. Cur Section 172(1) Staterment 1s contained on pages 40 to 45. This demonstrates how the
Board promotes the long-term sustainable success of the Company

Further information about our Better World strategy and how we impact wider seciety and contribute to society can
be found in the ESG section of the Strategic Report on pages 46 to 7% and page 42 of cur Section 172(1) statement

Our Code of Conduct sets out our values and the standards of behaviour we expect from everyone at IMI. The Code
was updated, approved and launched in Q4 2022, We encourage people to report any breaches of the Code and other
concerns through our IMI hotline. The Board reviews the operation of and reports from the IMI hotline. Details of key
policies In place at 1M1 are listed on page 84, Details of our Speaking Up whistleblowing hotline arrengements are
contained on page 53 and 92

» The Board has a formal system in place for Directors to declare o conflict or a potential conflict of interest. All Directors
are asked to declare any conflicts ot the start of each Board meeting and confirm their interests via an annual
declaration. A statement of Directors' interests in Company shares is set out on page 139

Division of » A deserption of the different Board roles and responsibilities is set out on page 104, The outcomes of the reviews
responsibilities of Independence of the non-executive directors and time commitments are set out on page 108 and page
122 respectively

» Board composition (including an assessment of independence) is displayed on pages 96 and 7. No non-executive
director has served for more than nine years

» A summary of the process and findings of the 2022 Board evaluation can be found on page 112

» Led by the Senior Independent Director, the Chair's performance was reviewed. See page 112 for more information.
The performance of all directors was reviewed by the Chair. For more information, please see page 112

» Al Directors external oppointments are subject to board approval. When considering approving an appointment,
the Board takes into account conflicts of interest, the Directors performance and their ability to meet ther time
commitment to IMl For more information please see poge 122

» The Company Secretary supports the effective and efficient operation of the Board and its Committees All Directors
have access to the Company Secretary for advice, as well as access to independent professional adwice ot the
Company's expense
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Code

Supporting disclosures and cross-references

Composition, succession
and evaluation

Audit, risk & internal
control

Remuneration

» Succession planning for the Board and certain senior managernent roles s described in the Nominations Committee
Report on page 120

» Board composition 1s presented on page 121, Details of the Beard skills matrix, to ensure the Board and its
Commuittees have a combination of nght skills, experience and knowledge necessary to oversee and support the
managerment tearn in the execution of the Company's strategy, 1s on page 120

» The Board has o formal, rigorous and transparent Board appointment process. The Group's induction programme for
any newly appointed directors 1s described on poge 122

» A description of the Cormpany's Inclusion & Diversity agenda 1s described in the Nominations Committee Report on
page 121 and in the Strategic Report on page 62. Cur Board Inclusion & Diversity Policy 1s summarised on page 121

» The cutcorme of the 2022 Board and Committee internally-facilitated annual evaluation, including progress on
certan 2021 evaluation actions and agreed areas of focus for 2023, are set out on pages 112 and 122

» All directors are standing for re-election and further information (including detalls of therr indmidual contribution
to the long-term success of the Company) can be found on page 6 and 7 in the Nates to the AGM Notice

» The Board reviews the main features and effectivenass of the Company's internal control and risk management
framework. The Audit Committee’s work in relation to internal financial controls 1s summarised on page 117

w At least twice a vear, with the support of the Head of Group Risk Management & Compliance, the Board reviews the
Group's principal and emerging nsks. This 1s to ensure that they remain current and that, to the extent possible, there
are mitigations in place to manage those risks in accordance with the Board's risk appetite to support the delvery
of the Group's lang-term strategic priorities. Reporting on our risk management systerns and infermation about the
risks and uncertainties that relate to our business are detailed on pages 86 to 93 of the Strategic Report

» Our Audit Committee Report, describing how it is cormposed and how 1t has discharged its responsibilities, is
contained on pages 114 to 118. A description of the Group's internal audit functionis set out on page 117 and a
report on the independence and effectiveness of the external auditors, Deloitte, can be found on pages 117 and 118

» The 'fair, balanced and understandable statement’ 1s contained on page 149

» Our Remuneration Committee Report is contained on pages 124 to 145

» Following consultation with major shareholders, our Directors' Remuneration Policy was approved by shareholders in
May 2021. The full Directors’ Remuneration Policy can be found from page 85 of the 2020 Annual Report

» Page 132 of the Remuneration Committee Report describes any discretion applied by the Remuneration Committee
in the course of its work No director or member of senior managerment 1s involved in determining his or her own pay

» The views of a cross-section of employees on executive remuneration were obtained by Thomas Thune Andersen, cur
non-executive director with designated responsibility for employee engagement, during routine engagerment
activities. Feedback recerved was shared with the Beard and the Remuneration Committee
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IMI Governance Framework

In accordance with the Code, the Board has delegated certain roles and responsibilities to its principal Board Cormmittees. While the
Board retains overall responsibility, the Committees carry out deep dives into their areas of responsibility. Committee Chairs report
back to the Board on the matters discussed, decisions taken, and, where appropriate, make reccmmendations to the Board on
matters requiring its approval. Minutes of all Committee meetings are made available to all directors.

Details of the oversight of our ESG strategy can be found on page 55.

Board and Board Committees

IMI pIC Board Membership

Lord Smith of Kelvin (Company Chair) Ray Twite
Daniel Shook
Isobel Sharp

Thomas Thune Andarsen
Katie Jackson

Caroline Dowling

Or Aot Pun

Surmrrary of key bosrd oottty in 20270
Turn to pages 106 and 107

Main responsibilities

Nominations Committee werent : Audit Committee
Lord Smith of Kelvin (Chair) Fangmonitonng ot \sobel Sharp (Cheir)

Membership Membership

o

[ . ; F O PR F
Turn to page 120 @ Turn to page 114

Executive Committee Membership
Roy Twite (Chair) ‘

[ . . T
Turn to page 109
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The IMI Governance Framework sets out the Schedule of Matters Reserved for the Board and the Terms of Reference for each
principal Board Cormmittee. The IM| Governance Framewaork also describes the respensibilities of key positions on the Boarc and the
Company Secretary. A complete copy is located on our website. We review and update the framework regularly to refiect
developments in corporate governance and best corporate practice.

Main responsibilities

» Promoting the lang-term success of the
Campany for the benefit of its sharehalders

» Generating value for sharehalders and
contributing to wider society

» Demonstrating ethical leadership, high
standords of behawiour ond overseeing
good governance

» Ensuring effective engagerment with and
encouraging participation from shareholders
and key stakeholders

Main responsibilities

» Setting and monitering the Group's values,
purpose and strategy and ensuring that these
and its culture are aligned

» Ensuring that the necessary resources are in
place for the Group to meet its ohjectives
and rmeasure performance aganst them

» Setting o framework of prudent and effective
controls, which engble nsk to be assessed
and managed

Remuneration Committee

Caroline Dowling (Chair)

Membership

ot o kenn

urn to pege 124

» Ensuring the Group is appropriately managed,
operates responsibly, with effective controls
in ploce

» Ensuring that workforce policies and practices

are consistent with the Group's values and
support Its long-term sustainable success

» Reviewing management performance and
the operating and financial perfarmance of
the Group

O
of the
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Roles and responsibilities

Board Chair

Lord Smith of Kelvin

Main responsibilities

» Creoting the conditions for
overall Board and individual
director effectiveness

» Promoting a culture of
openness ond debate

» Encouraging all Board
members to engage in Board
and Committee meetings
by drawing on therr skills,
experience and knowledge

» Developing a productive

Chief Executive
Roy Twite

Main responsibilities

» Running of the business and
corporate affars of the Group
under the authorty delegated
by the Board

» Proposing Company strategy

» Ensuring that operational
policies and practices drive
appropriate behaviour

» Ensuring thot effective business
and financial contrals and sk
management processes are in

waorking reiationship with the
Chief Executive, providing
support and advice, while
respecting executive
responsi ity

place

» Setting a board agenda and annual budgets

primarily focused on strategy,
performance, value creation,
culture, stakeholders and
accountability

» Ensuring management provides
the Board with accurate, timely
and clear information

» Delvering the strategy as
agreed by the Board

» Leading the Executive team

» Leading the annual Board
evaluation, with support
from the Senior Independent
Dhrector as appropriate, and
acting on the results

» Developing a productive warking

» Ensuning the Board has relationshig with the Charr

effective decision-rmaking
processes and applies sufficient
challenge to major proposals

» Implementing Board decisions

» Cornmunicating to those
working for the Group
expactations in respect of the
Group's culture, values and
behavicours, and leading by
example

» Fostenng constructive relations
between executive and non
oxecutive directors based on
trust, mutual respect and open
communications

» Ensuring the Board listens to
the views of sharehaolders, the
wiorkforce, customers
and other key stakeholders

Non-executive director
with designated
responsibility for ESG
matters

Thomas Thune Andersen

Non-executive director
with designated
responsibility for
Employee Engagement

Thomas Thune Andersen

Senior Independent
Director

Thomas Thune Andersen

Main responsibilities
» Acting as a sounding board for the Char

» Leading the evaluation of the Cheir Main responsibilities

» Developing a batanced wiew of the issues
and concerns of employees

Main responsibilities

» Developing a balanced view of ESG
reloted 1ssues and concerns

» Ensuring an orderly succession planning
process for the Chair, working with the
Nominations Cormmittee

» Sharing employee views ot Board meetings » Providing thought leadership and

» Ensuring that the Boord take appropriate cupporting the Better World team

steps to evaluate the impact of proposals

» Sharnng ESG refated views learned in
and developments on employees

Board meetings

» Where relevant and appropnate, providing
feedback to employees on board decisions
and direction during the engagement
process

» Ensuning that the Boord take appropriote
steps to evaluote the impact of proposals
and developments (including internal and
external market views) on ESG matters

» Seliciting the views of employees about and related relevant stakeholder feedback

executive remuneration and sharing

feedback obtained with the Remuneration

Committee

Company Secretary
Louise Waldek

Main responsibilities
» Supporting the Chair

» Ensuring that the Board operates in accordance with goed corporate governance under the
Corporate Governonce Code and relevant regulatory requirernents

» Acting as secretary to all of the standing cornmittees of the Board

» Ensuring that the Board has a recognised procedure for any Director to obtain independent
professional adwice at the Company's expense and that all directors haove access to the Caompany
Secretary who is a gqualified solicitor
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Division of responsibilities

lhere is a clear division of respunsibility between the Chair and Chief Executive, which 1s reflected in the IMI Corperate Governance
Framework approved by the Board. The Chair is responsible for the leadership and effectiveness of the Board but does not have any
exacutive powers or responsibilities. The Chief Executive leads the Executive Committee in running the businesses and implementing
operaticnal and strategic plans under autherity delegated from the Board.

The Company's articles of associotion set out the Board's powers. In the IMI Corporate Governance Framewerk, the Board has clearly
defined 'in writing’ those matters which are reserved to it and the respective delegated authorities of its committees and it has also
set written limits of authority for the Chief Executive. The Group has a clear orgonisational structure and well-established reporting
and control disciplines. Managers of operating units assume responsibility for and exercise a high degree of autonomy in running
day-to-day trading activities. They do this within a framework of clear rules, policies and delegated authorities regarding business
conduct, approval of proposals for investment and material changes in operations and are subject to regular senicr management
reviews of perfarmance, The Company's articles of association and the IMI Corporate Governance Framewerk can be found on

our website.

Board & Committee attendances

During the year, the Board met on six occasions to cover scheduled business, A number of unscheduled meetings were held for specific
projects. The table below shows the number of scheduled meetings attended and the maximum number of scheduled meetings that
the directors could have attended. Only in exceptional circumstances would directors not attend Board and

Committee meetings. Scheduled meetings are normally held in person.

Director Board % eligible Audit % eligible Nominations % eligible Remuneration % eligible

ottendance Committee attendance Committee attendance Committee attendance
Thomas Thune Andersen &/6 100 474 100 Lf4 100 n/a n/a
Carcline Dowling &6/6 100 n/a n/a L4 00 3/3 100
Katie Jackson &/6 100 n/a n/a Afh 100 3/3 100
Dr Ajai Puri 476 160 h/h 100 4f4 100 3/3 100
Isobel Sharp &6/6 100 4fb 100 4f4 ~00 nfa n/a
Lord Seith of Kelvin &/6 200 n/a n/a 474 200 n/fa n/a
Daniel Shook 6/6 100 n/a n/a n/a rfa nfa n/a
Roy Twite 646 100 n/a nfa nfa rfa n/a n/a

To date 1n 2023, the Boa~d ond each Committee hes met once with all members in attendance
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Qutcomes

More Information

Strategy:

Considered and challenged the Group's long-term strategic plans
und priorities

Discussed and reviewed better world strategy, progress and
proposals to set ESG related targets

Reaffirmed IMI's purpese and values Approved IMI's strategy
and key milestones

In February 2022, the Board approved our Scope 1 & 2 net
Zero targets. Throughout the vear, the Board recewed progress
updates on ESG actwity including the development of our ESG
strategy, our progress against our KPIs and targets and detals
of our Scope 3 ermissions and reduction plans The Board
reviewed analysis of the potential physical cimate risks foced
by our lorgest sites (see poge 77) ond approved our Creatimg
Better World strategy in Decernber 2022 Please see page 44
for more information

Pages 10and 11 of the
Strateqic Repact

Page S50 sets aut our ESG
progress in 20272
and targets

Received regular updates about strategic matters such as M&A After careful consideranion, the Board approved the proposed Page 45
transactions and business structuring decisions, including the acquisitions of Bohr, CorSotutions and Heatmiser The Board
integration of our recent acquisitions receved an update on the integration processes of Bahr
and Adaptas which included a summary of feedback from
employees af both sites
Finance, Risk & Operations:
Reviewed financial results during 2022 Approved the 2021 year-end results (including Annual Report &
Accourts), 2022 holf-year results and relgted announcernents
Reviewed dividend proposals Approved final and interim dividends Page 147

Reviewed droft going concern and long-term viability statement
Reviewed budgets and quarterly forecasts

Reviewed and debated the overall risk profile of the Growp, including
the principal risks, emerging risks and risk appetite

Conducted a deep dive into IT security and cyber-crime risk
Reviewed the effectiveness of risk management systems

and internal controls

Reviewed the annual treasury update

Reviewed tax strategy

Received regular Executive reports

Board site visit to IMI Critical’s facility in Cagliari

Discussed supply chain challenges

Approved the going concern and long-term viability statement
Approved the 2023 budget

Approved the updates to the principal risks as shown in
the Strategic Report including an update on chimate risk
assessment

Overaight of activities to enhance the effectiveness of the
Group’s IT secunity controls

Risk management and interneal control systems were
considered to be effective

Approved Treasury Policy
Approved Tax Strategy
Monitored performance and progross

Enhanced the non-executive directars’ knowledge of the
Group Engaged with local teams, supphers ond customers
Provided an opportunity to assess culture and learn about M1
innavation in Hydrogen

Recewed updates on efforts to consolidate spend with key
supplers and dual source where appropriate to provide more
supply chain rosilience

Pages 24 and 95

Pages 88 to 93

Page @0

Page 115

Page 115

Poge 115

Page 9%
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More Information

Leatership, People & Culture:

Reviewed Health and Safety activities and performance

Rewviewed health, sofety and envirenmentot performance ond ongoing
Group-led intiatives to enhance the safety culture and performance of
the Group

Pages &4 and 65

Revigwed progress made to further our Inclusion & Diversity Met the recormmendations of the Parker Commttee Rewiews on ethnic Page 121
ambitions using culture dashboard of diversity, inclysion and diversity on the Board, Gur Inclusion & Diversity policy 1s outhnad on
equity indicators page 121
Reviewed living wage in all locations We have aocelerated plans for employees to be paid at leastin ine with Fage 124
Iving wage indices and this hos alse been factored into cur annual pay
reviCw Process
Reviewed ua dashboard of cultural indicators and related Monitored ond assessed culture and agreed it was aligned with the Page 107
information Company's purpose, values and strategy
Reviewed succession plans for the Board, Executive Emergency caver for the Committee chairs and mernbers was agreed, Page 120
Committee and wider leadership group and carried out a toking irto account the requirements of the 2018 Code and surlaclusion &
Group wide talent review Diversity policy
Reviewed the outcome of the new One Big Voice employee The Boord were informed of the key themes frorm the One Big Vaice Page 58
sutvey and received a report from Thomas Thune Andersen employec survey Page 110
Ln r?|0t|0:‘:0 his act.lvﬁlesfus the lll:n-executwe director with Thomas Thune Andersen reportad on fis activities as the non-executive -
esignated respensibility for employee engagement director with designated responsibility for employee engagemert and
contributed relevant insight to boardroom discussions throughout the year
Approved budget for humanitarian activities Budget approved for 2022
Investors:
Received and discussed investor updates from the investor Provided the Baard with an indirect view of invester priorities and Poge 111

Relations team and the Company's brokers

Reviewed methods of stakeholder engagement

perceptions

Reviewed and discussed the internal evaluation of the Board,
its principal Board Committees and individual directors

Reviewed the terms of reference of each principal Board
Cammittee and the role descriptions of key roles

Reviewed the approach and progress of work to identify
areas where there is any risk of modern slavery occurring in
our supply chains )

Reviewed the effectiveness of the whistleblowing policies
and processes and incidents under investigation and noted
the activities within the business to prevent and detect fraud

Reviewed director conflicts of interest, significant external
appointments and time commitments

Reviewed 2022 AGM notice
Received legal and company secretary reports

Reviewed fees paid to the non-executive directors

Effective direct and indirect stakeholder engagement confirmed
identified key findings, focus areas for 2023 and ony training reeds

The review resulted in the Board approving o revised IMI Governance
Framework 1o take effect from 1 March 2023

Approved the 2022 modern slavery and human trafficking statement

Recewed on analysis of reports recewved via the IMI Hotline as well as
comparisans against industry benchmarking data. Concluded that the
whistleblowing policies and processes were effective and noted the activities
within the business to protect and detect fraud.

Approved updates to the Group's Code of Conduct

Effective board processes for conflicts of interest ond taking on additional
external appointments were confirmed

No concerns were raised regarding arector time cormmitrnents
Approved Isobel Sharp's external appointment

Approved 2022 AGM notice

Board apprised of key legal and governance motters across the Group

The decision to determine fees to be pad to the non-executive directors was
delegoted to the Chair ond the Chief Executive to ensure that no director
waors invalved in decisions in respect of their own remuneration

Pages 38 to 45,
111
Page 112

sy Iriple com

wiwwLImiple.com

Page 92

Page 53

Pages 108,122

Page 122

Single figure table
on poges 128 and
128
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Board composition

Having the right mix of Board members is key to drecting ¢ Company
towards continued sharehalder value creation. The Board is currently
composed of eight directors: the Chair; the Chief Executive; five
independent non-executive directors and the Group Finance Director.
All directors will stand for re-election at each Annual General
Meeting. Detailed biographies of each current director, including the
specific reasons why the contribution of each directer is, and
continues to be, important to the Company’s long-term sustainable
success can be found on pages 96 and 97, A surmmary of key areas of
Board expernence can be found at the bottorn of page 97.

Board diversity

The non-executive directors are a diverse group from different
backgrounds and nationalities and bring with them a wide range

of skills and experience in commmerce, finance and industry from
around the world. The Board meets the targets set out in the Parker
Review. Our approach to diversity is set out in more detail on pages
62,63 and 121 and our Board Inclusion & Diversity Policy is set out

in the Nominations Committee Report on page 121 The charts
below represent the Board mernbership as ¢t the date of this
Annual Report.

Gender 7

Non-executive /
executive directors*
2 3
S Independent non-executive directars 5 Male
2 Executive directors 3 Female

" Under the 2018 Code, the Char s excluded when considenng the independent
non-executive composition of the Board

Nationality Age
. 1
&
4 3
4 Other 1 40-49
& British born 3 50-59
4 504
Ethnicity
1
07
7 White

1 Asian

Independence of non-executive directors

All non-executive directors are asked to confirm their
independence, external commitments and ability to commit
sufficient time to their role at 1Ml as part of an annual declaration,
The Nomingtion Committee considers that all of the non-
executive directors are independent. The Chair was regarded as
independent at the date of his appointment and is considered by
the other members of the board to be objective in his leadership.

Dates of appointment

Length of tenure at 31 December 2022

Lord Robert Smith

Themas Thune Andersen

Isobel Sharp

Caraline Dowling  ————

Katie Jack 1

Dr Ajai Puri  p——

Date of first
appointment

Date of current letter
of appeintment

Thomas Thune Andersen
Caroline Dowling

Dr Ajai Puri

Katie Jackson

Isobe! Sharp

Lord Robert Smith

1 July 2018

1 January 2020

1 Maren 2021

1 July 2018

1 September 2015
/ May 2015

21 February 2023
21 February 2023
21 February 2023
2?1 February 2023
21 February 2023
21 February 2023
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Executive Committee

The Executive Committee is chaired by the Chief Executive

and the other members are shown on page 9. It is the senior
management body for the Group, and takes its authority from
the Chief Executive and is not a committee of the Board. it

15 well balanced, experienced and diverse. It is 43% female
(meeting the requirements of the FTSE Women Lecders Review
(formerly Hampton-Alexander Review)) and is composed of
three nationgiities. The Executive Committee's role description
can be found on page 103

Gender Nationality
3 1
4 z 4
4 Male 4 British
3 Femole 2 American
1 Singaporean
Ethnicity Age
L 1
6 3
3
6 White 3 40-47
1 Asian 3 50-59
1 60+
Tenure
3
3
3 O-Syears
1 6-1G yeors
3 1l years+

Purpose, Values & Culture

The Board endorses our purpose of Breakthrough Engineering
for a better world and sets the strategy for the Group to align
with this purpose. IMI's purpose s at the heart of everything

we do, it is why we exist. We are committed to achreving
profitable growth on a sustainable long-term basis while
creating a better world for everyone we engage with — our
custormers, our employees, the communities we serve and
operate in, and our shareholders. For more information about
our purpose, please see pages 10 and 11 of the Strategic Report.

Ourvalues are an importun L part of who we are, as they provide
a cutture and collective mindset for our entire organisation.
These values underpin all that we do, and ensure we maintain
the foundations that have enabled [Ml's success throughout its
150-year heritage. For more information, please see page 10

of the Strategic Report.

(29 (e

old
" P

One big team

ntagrity

Customer intimacy

Our dashboard of cultural indicators supports the Board in its
responsibility to monitor culture and ensure alignment with

the Company's purpose, values and strategy. The dashtoard
comprises more than 20 metrics linked to the IMI values which
individually and collectively provide cultural insights. These include
customer net promoter scores, employee engagement scores,
regretted turnover information, number of employees invoived in
our Growth Hub activities and details of hotline reports received
This year we added o new category, wellbeing. The dashbeard is
designed to help the Board identify any factors which indicate

a negative culture or matters which could impede our ability

te deliver our strategic objectives.

In addition to the Board's review of the culture dashboard and
related information, there were a number of touchpoints in

the annual cycle during which reports and presentations were
provided to the Board and its Commiittees allowing for further
consideration of these cultural indicators. Thomas Thune
Andersen, in his role as non-executive director with designated
responsibility for employee engagement, provided insights into
the Group's culture based on his interactions with employees
across the Group. Following a detailed review of culture which
included considerations of the Group's values and insights from
our non-executive director with designated respeonsibility for
employee engagement, together with the annual review of

our purpose and strategy, the Board offirmed that culture was
aligned with IMl's purpose, values and strategy. We will continue
to nurture our culture and ensure monitoring culture plays a key
role in Thomas' employee engagement activities.
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Board level employee engagement

Since March 2020 Thormas Thune Andersen has been the
nominated non-executive director with designated responsibility
for employee engagerment.

The purpeose of this role i1s to enhance the Board's understanding
of the views of the IMl workforce, supporting the directors'
collective responsibility to consider o wide range of stakeholder
perspectives when arriving at Board deasions. It includes the
following responsibilities:

» Developing a balanced view of the issues and concerns of
employses through various feedback channels such as Board
site visits, employee forum groups, IMi Way Day focus groups
and reverse mentoring for example, ensuring feedback is
obtained from all divisions, all levels and all geographies

» Sharing employee views learned in Board meetings on an
ongoing basis and inwritten format at least once per year

» Ensuring thot the Boord take appropriate steps to evaluate
the impoct of significant proposals and developments
on employees

» Where relevant and appropriate, providing feedback to
employees on board decisions and direction during the
engagernent process

» Soliciting the views of emnployees about executive remuneration
and sharing feedback obtained with the Remuneration
Committee

This role does not take on the responsibilities of an executive
director, the Executive Committee, the HR team or act as a
proxy. Although Board members actively and directly engage
with our workforce through activities such as site visits and
attendance at Grawth Hub pitches, the Board felt that having
a non-executive director with designated responsibility for
employee engagement would enhance its ability to gather the
views of the workfarce in a more structured way, and enable
a more focused approach te understanding the culture of

the Group.

In 2022, Thomas ottended the following sessions:

» Focus group to explore in greater depth the findings of the
One Big Voice pulse survey launched in February 2022

» Graduate Induction presentations: our graduates were asked
to present their 'Eureka’ idea to tackle the energy ¢risis to
Thomas, who then provided feedback to each presenter

» Whole Board engagement session for ESG matters

» Met with our Better World team to provide guidance on
tnclusion & Diversity, Health & safety and Investrments in
CGy; reduction

» Attended and presented at the European Communications
Forum (ECF)

» Employee lunches: employees designated as talent were
invited to meet with the Board for an informal lunch across
our UK and Rernosa sites

» In October 2022 the whole Board and Executive team visited
Sardinia for the opening of our IM| Remosa site. A number of
our employees, suppliers and customers were invited to tour
the site and meet our Board face to face

M ple Annual Report & Accournts 2022

1 am pleased to have been able to meet with a number of
employees in person this year. Building on Board feedback from
last year, we have engaged our younger employees in focus
groups around a humber of topics including communications,
talent attraction and talent development opportunities.

1 would like to thank all those | spoke with for their openness,
enthusiasm and transparency. There continues to be strong two
way communication between the workforce and the Board.

Thomas Thune Andersen

Gutcomes of Board level employee engagement:

» Feedback from focus groups highlighted that areas of IMi's
Code of Conduct could be improved. During the year we
updated and enhanced our Cede of Conduct, for further
information please see page 53 of our ESG report

» There is a strong desire among our ernployees to understand
our efforts towards reducing our carben emission and
increasing the environment efficiencies of our sites, Qur internal
communication platform includes a designated 'Better World'
group where oll 10,000 employees can share their ideas for
reducing our environmental impact. We will continue ta use this
platform to communicate our ESG targets and progress made
towards these

Speaking Up

Details of the Group's specking up arrangements are contained
on pages 53 and 97 of the Strategic Report. The Board monitors
operation of the Group's hotline, receives reports on activities
and checks that appropriate investigation and follow up is
carried out.
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Shareholder engagement

The Board oversees shareholder engagerment and maintains

a balanced understanding of the issues and concerns of major
shareholders. The Chief Executive and Finance Director have
primary respensibility at Beard level for investor relations and
they, and the Head of Investor Relatiens, report to the Board

on shareholder 1ssues at g number of Board meetings during the
year. Financial analysts' notes are circulated to the directors and
the Board receives reqular investor feedback reports from the
Company's brokers and public relations advisers as well as from
management. The understanding of investor views resulting
from this feedback helps inform the Board's decision-i nuking.

Dialogue s maintainad with the principal shareholders, and

the executive directors and/or the Head of Investor Relations
meet regularly with institutional investors. Whiist the easing

of COVID-1? restrictions has allowed us to resume in-person
meetings with shareholders, virtual meetings remain an
important tool for engaging with major investors, particularly
those based overseas. As in previous years, we maintained a
significant programmme of such interactions, with existing and
potential shareholders, this included a series of in-person
meetings held with prospective investors in New York and
Toronto Smaller - often private - investors alse have full and
timely access to all IMI's presentations via the Group's website.
All Directors are available to shareholders as needed. During the
year a sharehelder asked o specific remuneration question which
was addressed by our Remuneration Committee Chair, Caroline
Cowling, and another shareholder requested a meeting with
selected members of the Better World team to discuss our ESG
progress to date. The Chair of the Audit Committee is also
available if required. A number of sharehclders spoke with our
Chief Executive, Group Finance Director and Investor Relations
team. Feedback from the discussions was then communicated
to the Board.

Consultation with our larger investors is very much concerned
with the performance and strotegy of the Group. Their feedback
is shared with the Board so that it can be taken into account

in Board discussions. Institutional investors have shown
increasing interest in £SG matters and these are becoming

a more common theme in investor meetings and infermation
requests. We are also increasingly engaged in completing ESG
rating questionnaires and surveys, of particular interest to cur
investors. More infermation on ESG matters cppears on poges
46510 79.

Due to the relaxation of COVID-19 restrictions we were able to
invite shareholders to attend our Annual General Meeting in
person. Shareholders can submit questions in advance of the
AGM to our Investor Relations team (info@imiple.com) who will
endeavour to respond promptly. All Directors attend the AGM
and are availoble to answer questions. Notice of the Annuol
General Meeting was issued more than twenty working days

in advance of the meeting and the level of votes lodged for and
against each resolution, together with details of abstentions,
are shown on the IMl website. The Board values the support of
shareholders and the poll results for ali resolutions proposed at
the Annual General Meeting were above 90% in favour in every
case except for 88.87% approval of the remuneration report.
Please see our Remuneration Committee Report on page 124
for more detail.

In additian to the Annual Report, the Company issues

preliminary results and half-year results announcements,

as well as two interim management statements between results
announcements. The IMlwebsite includes recordings of results
presentations made by senior management, recent arnual and
half-year reports, interim management statements, other
corporate announcements, and links to the websites of the
Group's businesses,

Ovutcome of 2022 AGM

At the 2022 AGM, votes were cast in relation to opproximately
83 .64 per cent of the issued share capital (2021: 83.50 per cent;
2020: 84.2 per cent). All 21 resolutions proposed by the Board
were passed by the required majority. There were no significant
votes cast against the Board's recommendations. Votes cast

in favour of the re-appointment of the Board directors were

as follows:

Director Votes
Lord Smith of Kelvin 25.54%
Roy Twite 96.66%
Darniel Shook G8.66%
Isobel Sharp F9.447%
Thomas Thune Andersen 6 59%
Katie Jackson 99 28%
Caroline Dowling 95 B83%
Dr Ajai Puri 38 79%
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Evaluation of the effectiveness of the Board, its principal Committees,
the Chair & the directors

This year, supported by the Company Secretary and in consultation with the Chair and the board committee chairs, an internally
focilitated evaluation was carried out. Questionnaires were creoted to gother information about the effectiveness of the Board and
its Committees. Draft conclusions were discussed with the Chair and they were subsequently reviewed with the whole Board at its
meeting in December 2022 The directors were satisfied that the Board is fulfiling its responsibilities appropriately, that the Board

and its Committees were efficient and effective and that each director demonstrated a valuable contribution and g commitment:
to their role

The semor independent director, Thomas Thune Andersen conducted a review of the Chair's performance with the other non-executive

directors which found that the Chair's leadership of the Board was highly efficient and effective. The results of this review were shared
with the Chair.

The Chair also met with the non-executive directors to review the performance of the Chief Exacutive. The Chair passed on to
the Chief Executive appropriate feedback from the review of his performance.

The Chair conducted performance reviews of each individual director. Each director was found to be performing effectively,
discharging his or her duties, and making o valuable contribution to the Board.

Details of the personal contribution of each board member can be found in the director biographies on pages 26 and 77.

in the 2021 Annual Report o small number of evaluation dctions were reported, an update on the progress is provided in the
table below:

Action Update
Review the Board agenda tc ensure it continued to meet increasing regulatory The Board and its Committee annually review and approve a yearly cycle Best practice
expectations and evolving best practice, Review the timing of key Board and regulatery exper tations are cansidered dunng the review of each cycle

discussion matters in the annual cycle to ensure such discussions were
scheduled most effectively

Review Committee scope and membership Afull review of the composition of each Committee was carned out in the year. It was
found that the epproprate Board members were on each Committee and no changes
were recommended ot this tirae The reput of the Audit Committee will be kept undar
revigw unti the impact of the BEIS consultation and Droft Audit Reform Bill s clearer

In the 2022 evoluation, progress during the year was described The chairs of the three principal Board Comrmittees each
in the foliowing areas: received a report from the mternal evaluation exercise, the
reports were then reviewed at the respective Committee
rneating in December. All were found to be operating effectively
and minor suggestions to improve performance were noted.
» The Board provided good feedback for Board site visits taken Further information con be found in the evaluation section of

in the year, praising opportunities to meet with customers, the Committee Reports.

suppliers and key stakehoiders

» The Board recognised improvements in its consideration of
stakeholders and ESG strategy when making decisions

» The Board noted improved alignment between the Company's

Approved by the Board and signed on its behalf by:
culture ond ESG strategy and apprecioted increased

engagement with the Better World team Lovise Waldek
Following discussion of the report, the Board considered areas Company Secretary
to focus on in 2023 in order to enhance the Board's operation. 2 March 2023

The main recommendations were:

» Maintain its focus on succession planning at Board and senior
management [evel

» Continue progress made to ensure meaningful, two way
engagement takes place with key stakeholders

» Increase the number of Audit Committes meetings in arder
to meet enhanced regulatory requirerents
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Audit Committee Report

Dear Shareholder

{ am pleased to present this report on the work
of the Audit Committee over the last year.

The Committee's principal responsibilities are
to monitor the integrity of the Group's financial
reporting and financial statements, to review
the effectiveness of internal financial controls,
to monitor and review the effectiveness of
internal audit, and to make recommendations
to the Board on the appointment of an
external auditor. The Committee acts in

an oversight role for Annual Reports, financial
statements and announcements with
extended financial content, all of which

are prepared by management. The full terms
of reference of the Committee, which were
reviewed during the year, can be found in the
IMI Corporate Governance Framewcrk on

the Company's website.

IMI plc Armnual Report & Accounts 2022

The Committee invested more time in 2022
compared to prior years, driven principally

by business activity, The accounting for the
exit of Russia, the 2022 acquisitions of Bahr
Modultechnik, Heatrmiser and CorSolutions
and the December 2021 acquisition of Adaptas
were on the agenda. We have revisited
internal control matters to ensure the business
continues to enhance its overall control
environment and as preparation for expected
changes to UK governance requirements.

In particular, we have reviewed the processes,
controls and assurance over non-financial risks
including the risk of material fraud. We have
seen how new tools such as an automation
tool For balance sheet reconciliations are
strengthening the control envirecnment.

We challenged detailed aspects of the Group's
policy for trectment of adjusting items in
Alternative Performance Measures (APMs"),
We have reviewed the significant restructuring
activity and the provisions for rationalisation
at the year end, satisfying ourselves that

the treatment of those items disclosed as
adjusting is appropriate. The Committee has
monitered the audit process to ensure external
audit effectiveness rermains at the highest
level and the Committee continues to welcome
fresh insights and challenges from cur

external auditors.
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Members of the Audit Committee

Dr Ajai Puri, Thomas Thune Andersen and | were members of
the Audit Committea throughout the year. Al of the Committee
members are regarded by the Board as independent non-
executive directors and details of our experience are included

on pages 96 and 97 | have chaired the Audit Committee since

1 October 2017, having become a member on 1 September 2015,
In my role as Chair, | have significant interactions throughout the
year with the Finance Director, the Company Secretary and
other key senior executives, review in advance papers and
agendas for meetings of the Committee and meet with cur
external auditor prior to each Committer meeting.

| am a chartered accountant, | spent my early career in the
accounting and audit profession and the Committee, and the
Board, are satisfied that | have significant recent and relevant
financial experience.

The Board 1s also satisfied that the Committee members
have experience ot Audit Committee level and collectively the
Committee has the financial, commercial and auditing skills,
experience and cbjectivity to be an effective Audit Committee.
Furthermore, Committee members attend as appropriate
external training sessions to update our knowledge and in
2022 Delortte delivered two technical updates talered for
the Committee, with a particular focus on enhancing TCFD
disclosures, the ongoing governmental work on audit and
corporate governance matters and the FRC's 'Key matters
for 2022/2023 reports and accounts'

The Committee invites the following to join appropriate parts of
its meetings: the Chief Executive, the Finance Director, the Group
Financial Controller, the Director of Group Assurance and the
external auditor. In addition, the Chair and other non-executive
directers are welcome to attend, and usually join, the meetings.
The Secretary to the Committee is the Group General Counsel
and Company Secretary.

The Committae meets alene with the external auditer and with
the Director of Group Assurance. The Committee has the power
to call on any employee to attend.

Main areas of activity

The Audit Committee met four times in 2022. For two
meetings the focus was on the forthcoming results reporting.

All meetings included a review of current accounting matters
within the Group, internal audit reports and external audit
matters. These activities are detailed in the following sections.

During the year, the Committee reviewed the proposed
armendments for the treatment of adjusting items in Alternative
Performance Measures (‘APMs"). At its meeting in July 2022

the accounting for the exit of Russia was reviewed

and approved.

The Committee continues to seek out with manogement
constructive opportunities for improvement in the effectiveness
of internal financial controls. A number of relevant initiatives
were implemented in 2022, including the piloting of an
automation tool for balance sheet reconciliations, which
facllitates improvements in both external audit efficiency

and internal controls. Locking beyond pure financial controls
the Committee requested and received a review of the
processes, controls and assurance over non-financial risks
including the risk of materiol fraud.

In 2022, the Committee performed o deep dive into the control
envircnment of the Group, with ¢ review of the Internal Control
Declaration {ICD) and the associgted evidence binder which sites
maintain. The Committee welcomed the overall improvement in
the ICD gssessment scores and the actions being taken in those
areas where there is scope for improvernent. This review helped
the Committee gain additional comfort around the quality of
the finance function within the Group. Management has worked
to strengthen finance teams and refreshed the talent pipeline
for succession planning. Key appointments were made within
IMI's recent acquisitions to ensure the newly acguired businesses
builld financial controls in line with IM's standards.

The Committee monitors changes in senior finance roles and
challenges management to ensure continuity of financial
reporting standards following team changes and in particular
this yvear to consider how particular talent challenges in certam
geographies have been met. In 2022, management achieved
successful internal transitions of key senior finance roles.

An update on tax offairs and compliance from the Head of
Group Tax was received by the Committee and the Corporate
Tax Strategy which is available on cur website was approved
by the Committee.

This year's discussien with the Group Treasurer focused on the
Group's funding relationships and strategy. The Committee
reviewed and approved for submission to the Board the
stotements on going concern and viability, which are on page
95 and 94 respectively. During 2022, this involved regular
assessment of the impact of supply chain uncertainties, the
Russia / Ukraine war, and inflationary pressures. The Committee
was satistied with the going concern and viability statements
taking comfort in particular from the resilience demonstrated
by IMI's businesses in recent periods, the relative strength of the
Company's balonce sheet and the borrowing facilities in place,

The Committee reviewed management's approach to preparing
the Annual Report and Accounts with the European Single
Electronic Format {'ESEF) tagging. Management continues to
use an cutsourced provider with expertise to complete the initial
tagging prior to finalisation internally.

Qver the years, IMI has ahbways kept a record of the sources of
information in the front half of the Annual Report. More recently
this was put into an Evidence Binder to be consistent with the
binders which sites maintain on internal control matters. For
this year end, the Committee carmned out o deeper dive into this
Evidence Binder and welcomed the assurance gained on the
front helf information,

The Committee advises the Board on the fair, balanced and
understandable requirernents for the Annual Report and half
year results statement. In the Annual Report, the fair, balanced
and understandable criteria are also a review area for the
external auditor, who has not reported any exceptions. The
Staternent of directors’ responsibilities on page 149 includes
confirmation by the Board that it considers this Annual Report,
taken as o whole, to be fair, balanced and understandable.

Deloitte was reappointed to be the Group's external auditer
for the year ended 31 December 2022,
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Significant judgements and estimations
in the financial statements

In preparing the accounts, there are a nurmber of areas requiring
the exercise by manogement of judgement and estimation.
These matters were the subject of appropricte detailed analysis
and commentary in papers and reports to the Committee from
management and the external auditor. The Committee reviewed
the significant accounting areas involving such judgements and
estimates and these are described below.

Significant accounting matters

Revenue recognition

The Cormmittee discussed the timing of revenue recognition on
some of the Group's larger contracts. This is an area of focus on
which the external auditor reported to the Committee. Having
reviewed management’s process and the external auditor's
comments, the Committee concluded that revenues were
appropriately reflected in the financial statements. Note 2

to the financial staternents provides further inforrmation.

Adjusting items

The Committee considered both the iterns treated as adjusting
and their application in APMs. In addition, this is an area of
focus on which the external auditor reparted to the Committee,
Managernent considers adjusting iterns a critical judgement.
The Committee reviewed all odjusting items, i porticulor the
treatment of restructuring costs, the exit of Russia, acquired
intangible amortisation and related tax adjustments.

It considered both the amounts and appropriateness of
restructuring costs of £259m and prowisions of £17 8m disclosed
as being adjusting items, and reviewed them by project, to seek
confirmation that they were non-recurring.

The Committee reviewed tax related adjusting items, and
concluded management's treatment was apprapriate

The Committee concluded there had been adherence to the
company’s adjusting items policy.

tmpairment of goodwill and intangibles arising
from acquisitions

The Committee considered the level of goodwill and intangible
assets held on the Groun's balance sheet for recent and past
acquisitions and whether, given the future prospects of these

businesses, the carrying value in each case rermained appropriate.

The year end balance sheet includes goodwill of £733.7m and
intangible assets arising on acquisitions of £193.3m.

During 2022, the Committee considered managenient's
proposed amendments to the methodology used to calculate
the discount rate for the purposes of impairment testing and
concluded this was appropnate. Due to the complexity and
volatility involved in calculating the rotes, Evelyn Partners was

engaged during the year to perform the calculation and to report

to management on this, a move which was welcomed by the
Audit Committee,

IMi plc Annual Report & Accounts 2022

tmipairment was also an area of focus for the external auditor
who reported its findings to the Committee and also concurred
with the assessment that no impeirments were required. Note 71
to the financial statements provides details regarding the
Group's intangible assets and goodwill.

The Committee reviewed the acqguisition accoynting for the
three acquisitions in 2022 {Bahr Modultechnik, Heatmiser and
CorSolutions), and one acquisition in December 2027 (Adaptos)
for which preliminary numbers were included in the 2027 financial
staterments and final numbers in the 2022 interim report. It
concluded that the fair value accounting for the acguisitions

was appropriate.

Inventory valuation

The year end baiance sheet includes inventories of £416 3m after
£52.5m of provisions. The Committee reviewed the judgements
applied to standard costing vatuations and provisions

against excess and obsolete inventory and concurred with
rnanagement’s assessment.

Inventory valuation was a key audit matter for the external
auditor, n raspect of which it reported to the Committee that
inventory valuation across the Group 1s considered appropriate,
Note 15 to the financial statements provides details of
inventory valuation.

Tax

The Committee reviewed the adequacy of taxation provisions
for uncertain matters Further details on these areos can be
found in Notes 3 and 9 respectively.

Key sources of estimation uncertainty

Pensions

The Committee also reviewed the appropriateness of the
accounting treatment in respect of pension scheme liabilities,
including the actuarial assumptions used, which provide a key
source of estimation uncertainty, and the impact of ong-off
special pension events. The Cormmmittee also received a report
reflecting appropriate expert input from the external auditor,
which concluded that the accounting for pensions proposed by
rmanagement was not materially misstoted.

The Committee supported management's ongoing efforts to
de-risk the Group's pension obligations, with the UK pension
ligbility now fully bought in. Further details can be found in
Note T4
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Control environment

The Committee reviewed the overall control environment during
the year and considered the different responsibilities for site,
region, divisional and Group teams. The Committee welcomed
the pilot to gutomate baiance sheet reconciliations, which helped
facilitate an improved control environment and risk-based
approach to controls.

The Internal Control Declaration evaluations for the businesses
improved year on year.

The Committee considered the existing control framework

and continued to support management's efforts to deploy the
balance sheet automation tool across the erganisation following
an initial pilot in 2022. The Committee reviewed non-financicl
areas such as the establishment of a new business support centre
in Poland for the IMI Hydronic division.

Internal audit

The Committee received reports from, and monitored the work
of, the Group's internal audit function, known as Group
Assurance. Group Assurance has a direct reporting tine to the
Committee and also reports through the Finance Director to
the Chief Executive. Group Assurance work is primarily directed
towards financial control audits but also covers other selected
areas including project planning and implementation for major
business changes and internal control declarations, which cover
financial and non-financial controls.

In addition to the sites reviewed in the year, the principal projects
assured in 2022 were: the Group's increasing use of digital tools
and included: central review of the Group-wide travel and
expenses system; Price Increase Retention, IT system
implementation within the Divisions; Inventory Excess and
Obsclete provisions and Capital and Rationalisation project
reviews. Group Assurance works closely with the divisions to
implement monitoring and review processes to complement
the internal and external audit coverage. In 2022, Group
Assurance assisted in the integration of Adaptas Solutions

into the IMI internal control policies and procedures.

Locations to be reviewed each year are selected on arisk
assessed basis, discussed and agreed with the Committee and
take account of the external audit plan. In 2022, as in any other
year, minor adjustments were made to the plan to meet changes
in the business with the Audit Committee being consulted on
amendments at all of its meetings. The completion of actions
arising from internal cudits and reviews is menitored by the
Committee ond the track record for timely completion of

actions is excellent.

During the year, 37 internal cudit reviews were completed with
35 of these supported by divisional finance managers. The
rmajority of the 2022 internal audit plan included a physical visit
as part of the review. As in prior years, a flexible approach and
use of remote audit procedures were used to improve efficiency
and ensure emerging issues were addressed. The involvernent
of divisional financicl managers in the internal audit process
continues to enhance the quality of audits and the sharing of
best practice. For all audit reviews, Group Assurance maintains
the final determination on scoring and actions.

Finznoial Statements
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The Group Assurance team s led centrally by experienced, senior
internal audit prefessionals and across the Group there are over
100 staff trained to conduct internal financial control cudits.
The annual plan and rescurcing for internal audit were approved
by the Committee and take account of the enhanced monitoring
and review activity within the divisions. The scope of internal
audits covers certain operational and commercial risks in addition
to financial controls. Experienced financial managers from the
divisions work on combined qudits covering financial, operational
and commercial matters. Group Assurance has trained divisional
finance managers in financial control auditing skills and provided
a toolkit to enable them to carry out financiaf control audits at
other sites in their division. Financial control evidence binders

are used across the Group to help improve internal controls

and to make internal audits more efficient. The binders also
support transition and continuity in the event of any changes

in finance staff.

The Committee reviewed the effectiveness of Group Assurance
with management and received input from the external auditor,
The Committee supports the co-sourcing model, with the Group
Assurance team working together with experienced financia!
managers from the divisions to enhance the effectiveness of
assurance processes. An area for improvement in 2023 which was
identified for the Group Assurance team is to develop further its
capability to carry out operational and commercial risk reviews.
The improvement actions for 2022 were made, most notably with
the advancement of electronic evidence binders including sharing
of best practice examples for key controls from the best sites.

The Committee has welcomed the way in which staff involved
in Group Assurance activities have coped not only with some
challenging circumstances in 2022 but also with the new
acquisitions so that the level of assurance gained from its
activities during the year is equivalent to previous years.

External audit independence and
performance review

The Committee approved the proposed external audit approach
and 1ts scope based con the size and level of risk of the entities
concerned. The Group and the external auditor take o risk-based
approach te audit and other assurance activity. The key audit
matters identified by Deloitte are set out in its report on pages
152 to 161 and were reviewed by the Cormnmittee in approving
the audit scope and plon.

The Committee considered the independence and objectivity

of the external auditor te be satisfactory. In assessing auditor
independence, the Committee had regard to the Financial
Reporting Council's (FRC) best practice guidance for audit
committees. In addition, the external auditor confirmed that its
ethics and independence policies complied with the requirements
of the FRC's Ethical Standard. Te maintain the chjectivity of the
audit process, the external cudit partner responsible for the
Groug is rotated within the qudit firm at least every five years
and the current Senior Stotutory Auditor, Dean Cook, was first
appointed for the 2021 cudit.
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The policy on the engagement of the external auditor for
non-audit work reflects regulatory reguirements. It requires
approval by the Cammittee Chair for any non-audit engagemeant
for which the estimated fees exceed £10,000. The Finance
Director monitors any propased non-audit engagements of
Deloitte and refers to the Chair for approval as approgriate.

The palicy does not allow work to be placed with the auditor if

it could compromise auditor independence, such gs functioning
in the role of management. Non-audit fees paid to the auditor
were £01m (2021 £0.1m), which represents 3% of the audit fee
and demanstrates the tight control which is maintgined in this
area. The only significant nan-audit engagement during the year
was in respect of the interim results review, which is technically
not statutory audit work but is typically placed with the cudit
firm, and was approved by the Committee.

The Committee considers the level and nature of non-audit work
to be modest and not to compromise the independence of the

external auditor. The Committee js satisfied that Deloitte is fully
independent from management and free of conflicts of interest.

Pursuant to the power granted at the 2022 Annual General
Meeting, the Committee reviewsd and approved the proposed
audit fee payable to Deloitte

The Committee formally reviewed the effectiveness of the 2021
external audit process. As in other years, a guestionnaire, sent

to over 30 business unit finance directors and interviews with
members of the Committee and selected executives were used
to review the effectiveness of the external audit process. Bosed
on the resuits of the questionnaire and feedback receved, the
Committee believes the 2021 external qudit process has been
good and effective. To enhance further the external audit process,
certain improvement actions were identified, and plans were
put in place by Deloitte to address these during the 2022 qudit.
Deloitte made improvernents in key action areas and we are
satisfied with the progress made. The Committee also reviewed
the FRC's Audit Quality Review report regarding Delaitte In 2023,
the review process will be enhanced to strengthen the focus on
how the Group contributes to an effective external oudit process.

Statement of compliance

IMI confirms that it was in compliance with the provisions of
The Statutory Audit Services for Large Companies Market
Investigation (Mandatory Use of Competitor Tender Processes
and Audit Committee Responsibilities) Order 2014 during the
year ended 31 December 2022

Audit tendering

Current legislation will require an cudit tender by not later than
2031 and the Company retains the freedom to tender earlier.
The Committee considers it would be appropriate to conduct
an external audit tender process commencing in the year before
any change of auditor is made and therefore not later than
2030 in any event.
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Committee attendance and evaluation

Director Audit Committee % attended where !
meetings eligible

Isobel Sharp (Chair) 414 100

Ajai Puri 4/ 100

Thomas Thune Andersen L4 100

The Committee reviewed its own performance and terms of
reference. It received positive feedback on its performance
from the internolly facilitated evoluation exercise corried out
for the Board and each of its standing committees. It was
agreed to increose the number of Committee meetings to
allow consideration for new regulatary requirements, if required.
Minor amendments were maode to the terms of reference which
are available on the Group's website. The Committee is very
oware of the current external debotes on the roles and
responsibilities of auditors and audit committees. Itis vigilant

In reviewing its work to meeting changing business needs gs
well as external developments.

The Committee approved this report on its work.

Yours faithfully

Isobel Sharp
Chair of the Audit Committee

2 March 2023
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Dear Shareholder

| am pleased to make my report as Chair of
the Nominations Committee. This reportis
intended to give an account of the Committee
ond its activities. The core responsibilities of
the Committee include:

» Reviewing Board composition

» Leading the recruitment process and making
recommendations for appointments at
Board level

» Querseaing the development of a diverse
pipeline for succession to the Board and
Executive Committee

» Oversight of appointments to the
Executive Committee

» ldentifying and developing internal talent

The Committee reviewed and refreshed its
Terms of Reference, which were approved by
the Board to take effect from 1 March 2023,
The full terms of reference of the Committee
can be found in the IMI Corporate Governance
Framewaork on the Caompany's website,
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Composition

All members of the Committee are independent non-executive
directors of the Beard. The Company Secretary and the Group
HR Director attend all meetings of the Committee. The Chief
Executive is not a member of the Committee but is invited to
attend all meetings. Neither the Chair, nor the Chief Executive,
would participate in the recruitment of their own successor.

Attendance

In the year the Committee held four meetings. The table below
shows the number of meetings sach member attended:

Director Nomination % attended

cornrni!:tee where eligible

meetings

Lord $mith of Kelvin (Chair) 4/ 100
Thomas Thune Andersen 4/h J00
Caroline Dowling L4/4 100
Katie Jackson 44 100
Dr Ajai Puri Wi b 100
Isobel Sharp 4fh 100

Main areas of activity

Succession planning and Board appointments

There were no new appointments to the Board in 2022, The
Committee has undertaken a comprehensive review of Boord
composition supported by the development of our skills and
experience matrix. The Board reviews the Directors skills and
tenure, taking into account the evolving strategic needs of the
business. During its review, the Committee identifies any areas
where the Board's composition, diversity, skilis and experience
could be strengthenad and these are taken into account during
succession planining. The Cammittee also agreed changes to
the Boord's succession plan in emergency situgtions.

At the October meeting, the Committee reviewed talent
developrnent and succession planning for the leadership group.
The Board also met with some of cur high potential talent
during informal lunches at our UK and Caghari sites. We have
seen o steady increase in gender diversity of those individuals
considered to be high potential.
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Inclusion & Diversity

Having the right mix of Board members is key to directing

IM| towords continued shareholder value creation. In the year
we have reviewed the Board membership to ensure there is o
good mix of relevant skills and experience, as well as diversity
of background, outlook and tenure. Qur Board Inclusion &
Diversity policy, surnmarised in the box to the right hand side,
provides g high level indication of our approach to Inclusion &
Diversity in Beard and senior management roles. The full policy
is available on our website.

Last year, the Committee’s oversight rcle in relation to Inclusion &
Diversity was erthanced through the deveiopment of a culture
dashboard. The dashboard which reports on performance ond
progress ugainst relevant equity, Inclusion & Diversity targets, is
presented to the Committee annuclly. Indicators

on the dashboard included gender pay gap metrics, equal pay
confirmations, and performance against external gender ond
ethnicity targets. The dashboard also collated relevant scores
from the One Big Voice employee survey which provided insights
into equality and inclusion.

The Board is committed to gender and ethnic diversity. The
Board meets the targets set out in the Parker Review. At Board
level, half the directors are non-British born and there are four
nationalities. There is also o broad mix of backgrounds and
experience gs detailed on pages 96 to 97 and 108. In addition,
we are fully compliant with the Parker Review's target te appeint
at least one Board member from an ethnic minority backgreund
and three of the non-executive directors are female. At 37.5%,
we currently falt below FCA guidance that women should hold
at least 40% of seats on the Board. We also do not currently
meet guidance that at least one of the senior board positicns
should be held by a woman. The Board recognises the
importance of all diversity and remains committed to driving
further progress in this space. We will continue to review the
composition of the Board and the Executive Cornmittee to
suppert and meet recommendations set out in the FTSE
Women Leaders Review published in February 2022, Our
Executive Committee has 43% female membership and
includes three notiondlities. As at 31 December 2022, 27%

of direct reports to the Executive Committee were female.

During the year, the Board opplied our inclusion & Diversity policy
in the following decisions:

» Determining emergency succession plans for the Commmittee
chairs and members

» During the review of the Board and Executive's shert, medium
and long-term succession pipeline

» The percentage of female representation in the Executive
Committee's direct reports has increased from 18% 1in 2027 to
27%. In 2022 This significant increase shows the application of
our Inclysion & Diversity pclicy across the Group

Ovr Inclusion & Diversity policy

The Company acknowledges the volue of diversity in its
widest sense and its contribution towards effective
Board operations and decisions. Qur visicn is for IMl to
be inclusive and te attract, develop, retain and promote
a diverse workforce which reflects the best local talent
in each location.

The Group operates an Inclusion & Diversity Policy which
is reviewed each year to ensure we continue to make
progress against our objectives, Taking account of its
changing strategic needs, the Board will ensure:

» The Beard and its Cornmittees have the appropriate
balance, composition and mix of skills, experience,
independence and knowledge to ensure their continued
effectiveness, having regard to external guidance
on diversity

» A pipeline is maintained promoting diversity for
succession to the Board, Executive Committee and
leadership group positions

» Only executive search consultancies wha have signed up
to the voluntary code of conduct for executive search
firrms on gender diversity on corporate boards are
engaged when seeking appeintments to the Board so
that the selection processes provide access to o diverse
range of candidates

» Appointments to the Board are made on the basis of
merit, with regards for suitability for role, Board balance
and composition and the required mix of skills,
background and experience - diversity will be
@ consideration

» Policies adopted by the Group promote diversity in
the broadest sense

» Adequate and appropriate disclosure of:

- This Palicy and Inclusion & Diversity initiatives the
Group has in ploce and the steps itis taking to
promote diversity at Board level and across the
Company including a description of progress made

— The composition and structure of the Boarg

- The gender balance of those 1in the Executive
Committee, their direct reports and the
Leadership Group

- The process of appointments to the Board

This policy is reviewed from time to time to monitor
progress being made to ossess its effectiveness.
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Non-executive director induction

Aformal induction process for new non-executive directors is well
established and is the responsibility of the Chair with support
from the Chief Executive and Company Secretary.

Business familiarisation is at the core of induction and continuing
development for non-executive directors at Ml and is centered
around gaining an understanding of the business and getting

to know the wider management team. In normal circumstances,
non-executive directors are expected to visit business units
around the Group and to meet face-to-face with senior
operating management and key corporate staff. Site visits

allow business farmiliarisation and are also a good opportunity
to engage with a wider range of employees.

Membership & Diversity of Board Committees

All Commuttees have fernale representation and all members
of the Remuneration and Audit Committees are independent
non-executive directors. In the year the Committee reviewed
and approved emergency cover for the Chair and mermbers of
each Committee, with consideration to the requirements of
the 2018 Corporote Governance Code and our Inclusion &
Diversity policy.

Review of time commitments and contributions

The appointments of the Chair and non-executive directors are
rmade on the basis of a formal letter of appointment including

a stated minimum time coemmitment judged appropriate by the
Committee. In accepting their appointment to the Board of

IMI, non-executive directors confirm they are able to allocate
sufficient time to discharge their duties effectively. No director
has raised concerns over the time commitment required of them
to fulfil their duties. Details of other significant appointments of
each director are contained in the biographies on pages 96 and
7. Prior to accepting additional external positions, non-executive
directors are asked to confirm they can continue to meet their
time commitrment and discharge their obligations to IMI. The
Committee considers that the time given to IMI by each non-
executive director is sufficient and the Board is satisfied that

no director is overcommitted and unabie to Tulfil his or her
responsibilities. The Board is satisfied that | have the necessary
time to devote to my role as Chair in the vear the Board
approved Isobel Sharp's external appointment to Balanced
Commercial Property Trust Limited. The Board reviewed Isobel's
other commitments and was satisfied that Isobel can continue
to meet her time commitments to IMI. Details of the individual
contribution af each director can be found in the biographies on
pages 96 and 97.

Re-election ot AGM

All of the directors standing are recommended for re-election at
the Annual General Meeting, folliowing Board approval of the
recommendations made by the Committee in this regard.

Further information (including a description of the personal
contribution of each directer) can be found in the Notes to the
AGM Notice or in the director biographies on pages 96 and 97.
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Board continuing development

Appropriate training and other continuing professicnal
development is available to all non-executive directors and
reguilar updates are given during the year where relevant to
the business arising at Board and Committee meetings. In the
year tailored best practice updates were provided, the Audit
Committee received d technical update on ESG and TCFD
disclosures from our auditors whilst cur Remuneration
consultants presented a review of the AGM seasen to the
Remuneration Committee. Non-executive directors are
encouraged to undertake appropriate external training and most
directors did attend external training during the year.

Committee evaluation

The most recent external evaluation was conducted in 2020
by Egon Zehnder, who also facilitated the evaluation exercise
carried out in 2017 In 2022, supported by the Company
Secretary, the Committee conducted an internal review of
its performance vsing Boord discussion ond ancnymous self-
assessment guestions. A combination of closed and open
questions were used to gather feedback from the Board
Frogress made on evaluation actions reported in the 2021
Annual Report is shown in the following table:

Action Progress

Maintein current levels of
gender and ethnic diversity
on the Beard and Executive
Committee

Qur culture dashboard, which reports on
performance und progress against relevant
squity, Inclusion & Diversity targets, is
presented to the Commuittes annually

Continue emphasis on
succession planning in 2022

At the July meeting the Committes ogreed
updates to the emergency cover as well us
the Board's short to medium term successian
plan

Enhance exposure to high
potential individuals across the
Group to support the next level
of succession candidates and
pipeline

The Board met with some of our high potential
talent during infarmal lunches ot aur UK and
Caghati aites

Following discussion of the results of the 2022 Evaluation, the
Committee agreed to continue its focus on Board succession
plans which take into account greater diversity requirements.

In addition the Committee agreed to strengthen the succassion
pipeline for senior management positions. Details of the
evaluation of the Board can be found on page 112.

Yours faithfully

Lord Smith of Kelvin
Chair of the Nominations Committee

2 March 2023
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Statement from the Chair of the

Remuneration Committee

On behalf of the Board, | am pleased

to present the Annual Directors'
Remuneration Report for the year ended

31 December 2022. This is my second report
as Remuneration Committee Chair following
my appointment on 1 September 2027,

Remuneration in 2022

Context

2022 was Roy Twite’s third full year as Chief Executive and we
continue to make excellent progress to deliver on our strategy
We are creating value for all of our stakeholders through
customer satisfaction, market-led innovation and complexity
reduction The Committee is confident that its decisions have
been well judged and meaningful in ways that ensure that
the success of the Company fairly cascades down throughout
the organisation and aligns the wider workforce with the
Chief Executive,

The Committee was pleased to see thot 88.87% of
shareholder votes at the 2022 Annual General Meeting
supborted the Committee’s implementation of the current
Remuneration Policy.

Economic environment

Qur stretching 2022 annual incentive targets were set with the
ambition to achieve significant growth on 2021 results. Whilst
2022 was ayear of significant macro-economic disruption, there
has been no cause to adjust targets.

Pay for performance

Qur focus this year has been to ensure employees are supported
during the cost of living crisis, while making sure cur remuneration
arrangements remain appropriate with o strong pay for
performance relationship between the Policy and its
implementation. A high proportion of our executive directors’
remuneration remains closely tied to business performarnice.

The Cammittee select performance measures that align to

our purpose and strategy, with strong links to cur reportable KPls,
More information is provided on page 131. When setting
stretching performance targets the Committee takes into
account a number of factors, including the strategic plan, annual
budget, analysts' forecasts, alignment with the wider workforce
and economic conditions. Qur objective is always to set stretching
targets while ensuring that strong underlying performance, which
con sometimes be obscured by externo) macro-economic
candrtions, is recognised.

When assessing the level of performance achieved, the
Comimuttee considers wider circumstances to ensure incentive
outcommes are g fair reflection of actual performance. Further
informatien about the process we follow when setting targets
and assessing performance is set out on page 132

Key strategic and performance highlights in 2022 include:

» Group revenue of £2,049m increased by 10% and adyusted
aperating margin increased by 80bps, statutory operating
margin increased by 120bps

» Group odjusted profit before tox increased from £307m
to £346m, statutory profit before tax increased from £245m
to £285m

» Adjusted basic EPS increased from 92 0p to 105.5p

The Alternative Performance Measures referred to above
are defined in Note 3.

Cost of living increases

We have been concerned about the impact of nsing inflation
on our employees and have taken steps during the year to focus
our resource on those employees most in need of support.
These actions include:

» Conducting a mid-year pay review, using living wage indices in
eoch of our main countries to help us assess employee pay
against rising cost of living standards. An out of cycle pay
increcse was awarded to those employees rmost in need.

» We have olready accelerated plans for employess to be paid
at teast in line with living wage indices and this has also been
factored into cur annual pay review process. For example, as
o minimum, we will meet the recently published UK Living
Wage Foundation benchmark of £10.90 per hour from 1
January 2023,

» Akey element of our 2023 pay philosophy is to focus our resource
to those who may need it mast. Qur approach to this varies in
different geographies but we have been able to support our
lowest paid workers by offering supplementary pay awards or
utilising a graded pay structure so higher percentage increases can
be paid to our lowest paid workers. As a Committee we are happy
with the approach the Company has taken with the wider
workfarce which has resulted in an average UK pay award of 61%,
which included an average bose salary increase of 5.4% plus
additionol one-off owards to our lowest paid waorkers. The bose
salary increases effective from 1January 2023 for the Chief
Executive and Finance Director have been reviewed and agreed
at 4.5%, which is below that of the UK average emiployees.
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Incentive outcomes

Annual incentives paid to executive directors in respect of
performance in 2022 were based on achievernent of stretching
targets relating to Group adjusted profit befere tax and
strategic and personal objectives, incorporating ESG metrics.
The Committee determined annual iIncentive outcomes ranging
between 49.0% and 49.8% of maximum for the executive
directors, which fairly reflects business, individual performance
and is aligned with the wider stakeholder experience.

The 2020 IMI Incentive Plan ('lIP") award was granted on

16 March 2020 and is due to vest on 16 March 2023. The
Committee is conscious of the guidance from various investor
bodies around considering a potential executive benefit or
"windfall" gain ansing from share award grants around the time
of the stock market dip at the enset of the COVID-19 pandemic
in March 2020.

In determining the level of vesting under the award the
Committee has full discretion to adjust the vesting based

on business perfermance factors and the share price. The
Committee carefully considered the potential for perceived
windfall gains to be made under the 2020 |IP and determined
that no adjustment shall be made. In making this determination
the committee considered the historic share price performance
compared to that of the FTSE250 both 12 months prior to the
2020 award and during the vesting period. The Committee
concluded that the share price at grant waos materially higher
than the lowest share price recorded at the start of the
COVID-19 pandemic and that recent share price performance
reflects the Company's performance (which has sutparformed
that of the FTSE250 and in the opinion of the Committee
reflects the strong underlying performance of the business)
and hence does not constitute a windfall.

The 2020 IP award which was subject to stretching return on
capital employed, Group adjusted profit before tax (PBT) growth
and relative Total Shareholder Return (TSR) targets measured
over three financial years will vest at 66.8% in March 2023.

As part of its determination of incentive outcomes, the
Committee considered the underlying performance of the
business, external factors such as macro-econormic conditions
and shareholder experience during the performance period.

Acquisitions and Disposals

The Committee also considered the impaoct of acquisitions and
disposals made in 2022 on incentive outcomes.

Bahr Medultachrik GmbH (Bahr) was acquired on 9 June 2022,
CorSelutions LLC was acquired on 27 October 2022, and
Hecatmiser UK Limited was acquired on 23 Decemiber 2022
The 2022 impact to Group PBT of each acquisition was not
deemed to be material and so no adjustment was made to
annual incentive targets. The Group PBT outcome was
adjusted to exclude the impact of these acquisitions.

The Committee also considered the impoct of the ocquisitions
on the 2020 IIP award which is due to vest in March 2023. Due
to the timing of the acquisition, including Heatmiser in the
vesting outcornes would have no impact on Operating Profit,
but increases Capital Invested, which would result in ¢ slightty
lower ROIC vesting outcome. In line with the orinciples of cur
Remuneration Policy relating to corporate trensactions, the
Committee concluded that the Heatmiser acgquisition should
not lead to an adverse impact on remuneration outcomes,
and have therefore excluded Heatmiser from the 2020 1IP
award outcome. Both Bahr and CorSolutions are included in
the vesting outcomes,

On 27 May 2022 IMI completed the disposal of its Russian
entity IMl International LLC. Group Profit Before Tax outcomes
were adjusted to include the budget operating profit for the
remaining months of 2022, This is consistent with the approach
taken for other disposals. No adjustment has been made to [IP
vesting cutcomes.

Group Assurance performed an internal assurance review of
the annual incentive and the 2020 IIP award outcomes.

The Commuttee concluded that the above outcornes were a fair
reflection of performance and did not consider it necessary to
exercise its discretion to adjust the level of incentives payable
according to the performance targets. Full details on the targets
set and performance against them can be found on pages 132 to
135 in respect of the annual incentive and page 136 for the 2020
P award.

Remuneration in 2023

Policy implementation

Salary increases effective 1 January 2023 considered a range

of factors including the increases for the wider workforce,

the finanaia! perfermance of the Group, prevailing economic
conditions and the cost of living crisis. For 2023 the Chief
Executive and Finance Director received a 4.5% increase. The
base salary for the Chief Executive will be increased to £794,200
in 2023, and the Finance Director base salary will be increased to
£529100. The Chair and non-executive director fees {base fees
and additional responsibilities fees) were alse reviewed and
increased by 4.5%, with effect from 1 January 2023

Policy Review

The Committee intends to undertake a review of current policy in
2023, before its expiration at the 2024 AGM when a new policy
will be presented for shareholder approval. At the core of the
review will be the alignment of policy with our strategic direction,
the remuneration related provisions of the Code and evolving
investor views. The policy review will consider wider workforce
remuneration and policies when making decisions on executive
remuneration and how the policy aligns with ESG considerations
and our ambiticn to deliver a better world.

Yours faithfully

Cargline Dowling
Chair of the Remuneration Committee

2 March 2023
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Annual Directors’
Remuneration Report

On behalf of the Board, the Remuneration
Committee (the 'Committee') presents the
Annual Directors’ Remuneration Report, which
will be put to shareholders for an advisory
(non-binding) vote at the Annual General
Meeting to be held on 4 May 2023, The report
includes details of the work of the Committes,
the pay received during the year in accordance
with our current Directors’ Remuneration
Policy, approved by shareholders at the Annual
General Meeting in May 20271, A copy of the
approved Directors' Remuneration Policy is
included in the 2020 Annual Report which

can be found on the IMl website and is
summarised on pages 143 to 145 of this
Annual Report.

The Committee }

Composition

The members of the Committee throughout the year were

Caroline Dowting {Chair), Katie Jockson and Dr Ajai Puri. ,
in accordance with the UK Corporate Governance Code,

all members are independent non-executive directors.

Caroline Dowling meets the requirements of the UK Corporate
Governance Code having more than 12 months’ previous

experience on g remuneration committee before being

appointed Remuneration Committee Chair,

The remaining members of the Boord, the Group Homan
Resources Director, the Head of Group Reward and the Company's
independent remuneration consultants also attend meetings by
invitation. The Company Secretary attended each meeting as
Secretary to the Committee. No director participates in any
discussion relating to their own remuneration.

Responsibility

The Committee determines the Remuneration Policy and
rewards for the executive directors and other members of
the Executive Committee and the Chair. The Committee

also considers the levels of pay and benefits across the Group.
A copy of the Committee’s terms of reference (which were
reviewad and refreshed in 2022) are included in the IMI
Corporate Governance Framework and are avallable on

our website.

External advisers to the Committee

Independent remuneration consultant, Willis Towers Watson,

is formally appointed by the Committee and provided advice

on executive remuneration to the Committee in 2022, The
Committee noted thot the firm are actucries and administrators
for IMI's UK Pension arrangements. The Committee is
comfortable that these activities do not represent a conflict

of interest and that objective and independent advice cantinues
to be received by the Committee from the dedicated team
servicing it at Willis Towers Watson.

The fees charged by Willis Towers Watson in respect of advice
ana services to the Committee totalled £72,000 in 2022

Willis Towers Watson are signatories to the Rermuneration
Consultants’ Code of Conduct in the UK.
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A summary of the Committee's activities
during 2022

The Committee held three formal meetings during the year;
attendance can be viewed in the tabie adjacent. The principal
agenda items were as follows:

» A review of total compensation packages of the members of
the Executive Committee taking into account wider workforce
remuneration and related policies

» Approval of achieverments and outcomes under the
incentive plans

» Consideration of the fees for the Chair

» Approval of the 2022 share awards to members of the
Executive Committee

» Prospective review of the performance metrics and targets
for the 2023 incentive cycle

» Consideration of prevalence of ESG within strategy and current
linkage to incentives®, paying particular attention to clarity,
simplicity, rsk, predictability, proportionality and alignment
to culture

» Consideration of the guiding principles used by the Committee
when applying discretion to remuneration outcomes

» Approval of the reintraduction of the All-employee US Stock
Purchase Plan 1in 2022

» Review of wider workforce pay and equal pay
» Review of IMI's gender and ethnicity pay gap data for 2022

» Review of IMI's pay ratio of the Chief Executive to
UK employees

» Consideration of how Director pay aligns with that of the
wider workforce

» Review of remuneration policies and practices to ensure they
remain compatible with the Company's purpose, values
and strategy

» Review of the performance of the independent remuneration
consultants to the Committee

» Review of risks as they relate to executive compensation

» Review of the Cornmittee’s own performance, constitution
and terms of reference

» Review of executive director's service agreements

* There 1s an Environmental, Social 8 Governance (ESG) underpin included in the
annual bonus to prowvide discretion for the Committee to take Inte account any
relevant ESG matters when determining bonus outcormes and an ESG specific
metric in the long-terrm incentive plan. These mechanisms ensure that the
incentive structures include ESG in both the short and long-term strategy
and reward Executives for positive ESG actions and appropriate outcomes.

Attendance
Director Remuneration % attended where
Committee meetings eligible
Caroline Dowling (Chair) 3/3 100
Katie Jacksen 3/3 100
Dr Ajai Puri 3/3 100

Annual General Meeting voting outcomes

The following table summarises the delails of votes cast for and
against the 2027 Annual Directors’ Remuneration Report along
with the number of votes withheld. The Committee will continue
to consider the views of, and feedback from, shareholders when
determining and reporting on remuneration arrangements.

88 87%
Reportl(2022]

Votes against Votes withheld

1113% 019%

1.0%

Directorsy
Bolicy,2021AGM);

23 40% & H0%
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Executive single figure table (audited)
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Annucl Long-term Other items in the nature
Fixed pay variable pay variable pay of remuneration
{£000) (£000) (£000) (£000)
’ Total Total
fixed varidble
Base Taxable  Annual incentive Ml incentive All-employee Total pay pay
Director salary Pension* benefits bonus Plan {‘1IP") share plans (£000) (E£000) (£000)
See page Poge 129 Page 129 Poge 129 Poges 132 to 135 Page 136 Page 138
2022 760 84 32 757 2,073 4 3,709 876 2,833
Roy Twite
2021 731 80 25 1,427 1,709 6 3,978 836 3,142
2022 506 71 52 372 751 & 1,795 629 1,166
Daniel Shook
2021 465 79 47 681 D48 7 27327 591 1,636

! Daniel Shook's pension allowance will reduce as per the following schedule frem 3 January 2021 17% of salary; fram 1 January 2022 14% of salary, and from 1 January

2023 11% of salary.

Roy Twite served on the Board of Halma plc during the year and received fees of £75,000 in respect of this appointment,

which he retained.

Daniel Shook served on the Board of Ultra Electronics Holdings plc until 1 August 2022, during this peried he received fees of £40,515
in respect of his appointrment, which he retained

These figures have been calcuiated as follows:

Base salary and fees:
Pension:

Taxable benefits:

Annual incentive bonus:

IMJ Incentive Plan C1iP"):

the actual salary recewnble for the year
the cash ollowance paid in heu of pension.

the gross value of all taxable benefits (or benefirs thar
would be taxable for g persan tax resident in the UK}
receied in the vear.

the value of the annual incentive payable for
performance in respect of the relevant financial year
{up to holf 1s automatically delivered in the form of
deferred banus share awards, when the executive
director does not meet ther share ownership
requirerment), however, the plan rules permit
payments ta be made wholly in cash.

the value on vesting of the mil cost optians that were
subject to perfarmance condihons over the thrae-year
pened ending on 31 December in the relevant financial
year (see share price assumptions to the right)

Share price assumptions:

All-employee share plans:

Total fixed pay:

Total variable pay:

far shares vesting in 2023, that related to performancs
In the three vears to 31 December 2022, the average
share price over the Tinal three maonths of 2022
(1,305.38 pance) s used to estimare the value of
shares on vesting. The value attoibuted te share price
apprecation in respect of the 2020 awara (based on
the three month average share price at. 31 December
2022) was £789,204 for Roy Twite and £300971 for
Danel Shaok This equates to 38% of the total aword
vested for both Fxecutive Directors.

the value of free shares ot award and dwidends under
the Ermployee Share Ownership Plan in the relevant
financicl year and the ntrinsic vaiue of Save as You
Earn share options on the date of grart « the relevont
financial year {applying a 10% discount as permitted
under the Save os You Eorn Share Plan).

Surn of fixed pay columns

Sum of annual Incentive banus, IMI Incentive Plan (P,
ali-ermployee share plons, and dividend equivalent
payments (f applicable).
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Executive remuneration received in respect of 2022

Base salary

Consistent with prior years, salary increases effective 1 January
2022 considered a range of factors including the increases for the
wider warkforce, the financial performance of the Group and
prevalling economic conditions. The average increase for UK
employees in 2022 was 6%

For 2022 the Chief Executive received 4%. Consistent with the
approach taken for other high performing employees, the
Committee awarded the Finance Director a 9% base salary
increase in recognition of his cutstanding performance in role

and taking into account the competitiveness of salary and total
package relative to peers. Base salary levels were set at £760,000
for the Chief Executive and £506,300 for the Finance Director.

Pension

Effective from the date of his appointrment as Chief Executive,
Roy Twaite received a cash allowance equivalent to 11% of base
salary which is consistent with the average global employee
pension opportunity for employees,

Daniel Shook, Finance Director received a cash allowance of 14%
of salary. His allowance reduced by 3% on 1January 2023 to

11% of base solary which is consistent with the average global
employee pension oppartunity for employees. For further
information please see page 100 of the Corporate

Governance Report.

Pension benefits for past service

Roy Twite was previously an active member of the defined
benefit IMI Pension Fund, the assets and liakilities under which
were transferred teo either the IM! 2014 Pensioner Fund or the
IMI 2014 Deferred Fund {'the Fund') in 2014, He opted out with
effect from 1 February 2007, before he became an executive
director, and as a result he retains past pensionable service

up to that date in the Fund.

The key elements of the benefits in the Fund are
summarised below:

» The normal retirement age under the Fund is 62 and Roy Twite
may retire from employment with IMl any time after age 60
without an actuarial reduction applied to his pension

» On death after retirement, a dependont’s pension 1s provided
equal to 50% of the member's pension

» Should he die within the first five years of retirement, the
dependant's pension is incregsed to 100% of the member's
pension for the remainder of the five-year periad

» Pensions in payment more than any guaranteed minimum
pension, are increased each year in line with price inflation
up to a maximum of 5% in respect of pansion built up before
TJanuary 2006, and 2.5% in respect of pension built up after
1 January 2006

Fnancial Statements
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Accrued pension in the Fund

Acerued pension in the Fund

as at 31 December 2022 as at 21 December 2021

£000pa £000pa

Roy Twite 83 79
Benefits

During the yvear the executive directors received several benefits,

which are summarised below.

Roy Twite Daniel Shook

2022 2021 2022 2021
Non-cash benefits 12 5 33 33
{£000)
Company cor and fuel 20 20 14 14
allowance (£000}
Allowances and -
reimbursement (£000)
Total 32 25 52 47

in addition to the above benefits and allowances that are
included in the single figure table (refer to table on page 128),
the executive directors are also beneficiaries of company policies
thot have no taxable value, including directors’ and officers’
msurance, death in service cover, travel insurance and perscnal

accident cover.
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How our remuneration policy aligns to the factors set out in the UK Corporate
Governance Code 2018

The table below shows how our policy addresses the remuneration factors set out in provision 40 of the 2018 UK Cerporate

Governance Code.

Remuneration factors

How IMi addresses these factors

Clarity

Simplicity

Rigk

Predictability

Proportionality

Alignment to Culture

Our policy 15 designed to ensure pay for performance, be aligned to our strategy and be tronsparent We believe this s clearly cornmunicated to
our stakeholders and urderstood by them

Executive Director remuneration s compnised of distinct elements fixed pay, annual benus award and the long-term incentive award

A nurmber of features within the Remuneration Policy exist to manage different kings of risks, these include:
» Malus and clowback provisions

» Post-ernployment shareholding requirement

» Deferral of remunearation and helding periods

» Remureration Committee discretion to overnde formulaic cutturns to ensdre incentive cutcomes reflect undelying business performance and
shareholder experence

» Limits on awards specified within the palicy and plan rules

Target ranges and patential moximum payments under cach elerment of remuneranon are disclesed in our policy and to the particpants The
Commuttee regularly revicves the performance ot inflight awards, sa 1t understands the likely autcormes

Poor performance should not oe rewarded. Therefore, o key portian of remuneration is linked to performance and requires achieverment against
chollerging and stretching targets

The Committee balieves our remyreration structure s appropriotaly ahgned to our volues as demanstroted by the table opposite
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IM1 Incentive Plans

Qur remuneration Policy is aimed at enabling our business model and aligned to the delivery of the strategy.
The table below sets out our KPls and how these incentivise and reward our executives for achieverment of the KPls.

131

KPI Why it is important and how is it incentivised? Annual bonus 11
Organic sales growth” » Important part of bulding sustaiable volue for shoreholders W
» Fundaments! to achieving sustainable profitable grawth
Customer » Growth hub bookings / revenue targets included in personal obyectives
intimacy ) ‘
Adjusted operating profit® » Generates value for our shareholders and create more oppoertunity to v
nvest further
2 Group PBT is a core annual bonus perfarmance metric
Cash conversion” » Supperts investment i our business and enables IMI to provide returas o v
shareholders through dividends
» Ensures a strang balance sheet, giving customers and suppliers confidence
in the future of IM|
» Free cash flow managernent will be considered by the Remuneration
Committee when determimng the annual banus performaonce
Beturr oninvested capital » Indication of IMI's ability to deploy capital effectively "
» ROIC 15 @ core IIP performance metric
Adjusted earmings per share » Creating censistent long-terrm value for shareholders Y
» EPS 15 a core |IP performance metric
ﬂ») Emplovee engagement” » Key to retoining the existing skills ond promoting and attracting employees v
202 who bring new ideas and capabilities
One bi » Employee engagement targets are exphaitly mcluded in Birectors personal
9 objectives for the annuol bonus plon
team
Total Recordable incident » The heclth and safety of all who work ot Ml s paramount I
F cy Rate”
requenty » Clasely inked to our business success, including attrocting and retaining the
} . best talent
Imtogrity
» Each director has o specific Total Recordable Incident Frequency Rate
personal ohjective for the annuol bonus plan
» The gnnual banus plan has an ESG underpin which could result in reduced
vesting outcomes if IMI underperform
CO. Intenaity™ » Our purpose Breakthrough Engineering for a better world drives our " Y

strategy and our ambition, including cur commitment to haive our total CO-
intensity by 2030 (bosed on 2019 Scope 1 & 2 emissions)

» Each directar has a specific CO: mtensity target included as o personal
objective for the annual bonus plan

» CO, Intensity reduction (Scope 1 & 2) 1s a core IP performonce metric

* Whilst these measures are not explicit annual Incentive banus metrics, they contribute significantly towards adjusted prafit before tax, a core annual Incentive bonus metric
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Annvual incentive bonus

in setting targets and assessing performance the following process 1s adopted by the Committee:

1.

Set performance
measvures alighed
with strategy

and budget

2. Set stretching
performance
targets

3. Assess
performance

IMI ple Annual Repart & Accounts 2022

4. Take account
of wider
circumstances

5, Apply discretion
if required

As per the Policy, the Committeae reviews and selects performaonce meosures, targets and ranges annually, which take account of the

economic conditions, strategy and the prionties of IMI at the time.

1.

N

Set performance measures aligned with
strategy and budget

The Committee reviewed ond selected performance
measures for 2022 that were fully ahigned to the business
strategy and the annual budget as approved by the Beard in
December 2021, The 2022 annual incentive bonus focused on
just one financial metric and non-financial metric.

These included:
» Group adjusted profit before tax (80%)
» Strotegic and personol objectives (209)

Free cash flow was alse monitored and, if it materially
underperformed against budget, the Committee
rmay consider applying downward discretion.

There was also an Environmental, Social & Governance (E5G)
underpin to provide discretion for the Cormmittee to take
into account any relevant ESG matters when determining
bonus outcomes.

For 2023, see page 143 for information regarding the
financial metric,

Set stretching performance targets

i setting stretching performance targets the Commiittee
considered o range of influencing factors that included the
strategic plan, the annual budget, analysts' forecasts,
economic conditions including the ongoing impact of
COVID-19, individuals’ areas of responsibilities and the
Committee's expectations over the relevant period.
Notwithstanding stretching targets are set at the outset,
the Committee will also consider the application of discretion
at the end of the performance period if relevant.

The performance target range itself was established
based on the annual budget and required significant
outperformance for executive directors to achieve
the maximum.

3.

P

Assess performance
Results were ahead of expectations:

» Group revenue of £2,049m increased by 10% and adjusted
operating margin incregsed by 80bps, statutory
operating margin increased by 120bps

» Group adjusted profit before tax increased from £307m
to £346m, stotutory profit before tax increased from
£245m to £285m

» Adjusted basic EPS increased from 92 Op to 105.5p

The Alternative Performance Measures referred to above
are defined in Note 3.

Talke account of wider circumstances

The Committee believes that the range of measures used

to assess performance of the annual incentive bonus ensures
that performance is assessed using a balanced approach,
thatis fully aligned with the business strategy.

The Committes also considers the wider workforce
remuneration and policies when making decisions on
executive remuneration Gwen the performatice noted
above and wider operational achievernents, the Committee
1s comfortable thot the 2022 annual incentive bonus
outcomes represent ¢ fair reward for performance delivered,

Discretion to override formulaic outcomes
and to apply malus and clawback

Depending on the circumstances, the Committee may
exercise judgerment in assessing performance and
determining the level of achiavernent.

The Committee has full discretion to overnide formulaic
outcormnas, reduce the amount of any annual bonus, reduce
the number of shares (subject to any form of share award)
and/or to require a repayment to the Company in the event
it is discovered that the Company has misstated its financial
resutts, there has been an error or miscalculation in respect
of an award, there has been gross misconduct, there is
erroneous or misleading data or in any other circumstances
as the Committee sees fit. Such other circumstances may
include, but are not limited to, serous reputational damage
or corporate failure.

The Committee has considerad the pesition and determined
that for 2022 1t is not appropriate for any reason to exercise
the discretion to override formulaic outcomes or recover
amounts previously awarded.
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Summarised in the tahle helaw is the achievement against Group targets applicable for Roy Twite and Danicl Shook.

Director Measure Maximum Performance targets Actual Actual Actual perfermance as
opportunity - . performance performadnce a percentage of metric
(% of bonus Threshold Target  Maximem (Em) (% outof 100) weighting
apportunity)
Allexecutive  Group adjusted 80% F304 4m £338 2m £3551m £330 4m 38% 31%
directors profit before tax
Strategic and 20% See table on pages 134 and 135

personal ohjectives

100%

VAdjusted Group profit betgre tax, as set out in the Consolidated Income Statement on page 162, adjusted for the impact of foraign exchange, acquisitions
and disposals

Strategic and personal objectives

As part of the strategic growth plan, the Committee sets each executive director several strategic and perscnal objectives each
year. Performance against these objectives is assessed using a combination of quantitative and gualitative reference points to
ensure g robust assessment process. Mid-way through the year the executive is reviewed against their progress towards achieving
the strategic and personal objectives with a full review undertaken by the Committee at the end of the performance period.

As well as performance against strategic and persenal ebjectives, the Committee considers the wider performance of the Group.
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A summary of the strategic and personal ohjectives set for 2022 and the performance against them is provided in the table below.

Director

Roy
Twite

0

Q‘@@
D

©

2022 Strategic and personal objectives

Strategic growth: Fully depioy the ogreed
strategy, executing the major strotegic
projects an lime, and to budget, Continue to
develap acguisition options and relatignships
acrass all three divisions, ensuring successful
dequisttions have robust integration planming,
financial controls and resourcing

Strengthen organisation: Continue to
build the IMI Fxecutwe team and accelerate
its performance Build succession to the
Frecutive including the Chief Executive

and drive succession depth across the
organisation.

Deliver projects: Focus the entire
rmanagement tearm on key strategic
projects, delvering profitable grawth
through Breakthrough Engineering for a
better world, and delivering at pace four
workstreams focused on talent. attraction,
wvisibility, development and retention

Environment: Focus on elevating the
visibility of IMFs progress, and developing cur
tangible metnics and targets. Continue 1o
monitor and review that HSE, quality and risk
improvernent plans are robust and delivered
across the three divisions

Social: Further improve communication and
engagement and drive a culture of wellbeing
by enabling employees to understand and
embrace our wellbemg strategy and howy it
aligns to IMI's core values

Governance: Ensure that guahity and risk
improvement plans are robust and delivered
acrass the three divisicns Achieve positive
momentum In the key metnics in each case.

Commentary Weighting Performance
(% of achieved
maximum) (% of

maxirmum)

» The IM strategy continues to be deployed successfully Profits have increased 20% 95%

by 13% to £346m despite challenging market conditions

» Ravenues have increased by 10%, and IMI Criticol Engineening Aftermarket
orders have grown by 16%, accelerated by Lhe upgrade valve strotegy

» Growth Hub orders have substantially increased to £52m in 2022 compared
to £23min 2021 CQur innovation copshility n all three divisions 15 bullding as
rmomentum grows

» Three acquistions were completed in 2022 Bahr, CorSelutions and Heatrmiser
Al three ocquisitions have robust integretion plans and resourcing in place

» Complexity-reducing rationalisation projects as communicated to the Board
and Crty are delvenng ahead of schedule

» The IMI Execut ive tearn continues to operate effectively with a strong culture of
collaborotion and suppartiveness, resu'tng in effective talent deployment and
best proctice sharing

» internal succession plans are in ploce, with strong candidotes for Chef
Executive and Executive tearn members

» IM] continues to win nevy Better Warld business in L ife Sciences, Energy, Energy
Efficient buldings and zere/ low emission trucks, with organic soles growth
of 4%

» The focus on our Customer Fiest project in IMI Precision Engineering allowed

us ta streamline the arganisation arcund key market segmeants including the
APAC region, to facilitate the drve for profitoble growth

» Wide ranging improvements made to the IMI talent processes have unified
our external recruitment messaging under the IMI brand, improved talent
visibility by redesigning the talent review process and introduced a brand new
Leadership Developrment Programme in canjunction vath IMD

+ Leadership group retention remamed very strong across IMI

w IMI's, carbon intensity improved {(Scope 1 & 23 from 2 30C0 e in 2021 to
2 09tCOxe per 1,000 hours worked in 2022

» Plans have been developed in 2022 for Scope 3 emission reductions, targeting
a 25% reduction by 2030 (from a 2019 base) and ¢ net zerc target by 2050

» IMI's COF chmaote rating improved te B and we mamtaned AA for MESCI

» IMI's health ond safety culture continues taimprove In 2022 79% of employees
saidd they felt comfortable « hallenging any behowiour that may be unsafe
compared to 70% 10 202 1. Over 30,000 hazards were dentsfied by our
workforce (up 29%) and ¥3% of Lhem were closed out within 30 days

» The acaident rate per hour worked across the Group improved to 0 35 from
056102021

» The IMI employee engagement score has increased from 77% to 80% in 2022

» Mary wellbeing activities were supported across our businesses including
mental health first aiders, mental health awareness sessions, uncanscous bias
training and celebrating major rebigious end cultural events

» Custormer focws and service remrained good across the divsions, despite the
glokal supply chain disruptions Risk mitigation actions in the supely chan,
including aur own factories and warehouses, have proved to be effective

» Product quality improved agan with IMI's averall cost of quality as a percentage
ot sales falling
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Director 2022 Strategic and personal abjectives

Daniel Strengthen erganisation: Support and

Shook continue to develop the finance leadership
team. Successfully tronsition Aduptas into
the IMI| Finance control envirenment Drive
o culture of wellbeing at IMI

Deliver projects: Successfully dehver key
strategic prajects Advance the finance
process automation project through the
pilot phase, engage and support Growth
Hub intigtives to deliver at least £50m of
orders in 2022, and deliver at pace four
workstreams focused on talent. attraction,
wisiliity, development and retention

Environment: Ensure ESG octmty and
reperting is delivered to a high standard
Develop o targeted oction plan for optimal
ESG index recogritian. Avard any Lost Time
Actidents at IMIHG n 2022

a Socigl: Improve overall dwversity ond
@)@ succassion pipeline within the Finonce
6 function

0/“'0 Governance; Deliver mproved internal
finoncial controls scores arnd maintan g
@ robust contrels framework Ensure Deioitte
° are fully embedded as IMl's external auditor

Commentary Weighting Performance
(% of achieved
maximum) {% of

maximum}

» 1Mt continuas to have a strong and committed firance team tn 2022 we 20% Q1%

identified and hired a strong candidate for the IMI Hydronic Enginesring
CFO role, and continued to advance the development of our finance
leadership tearn

» Robust integratien plans for Adaptas have becn established and are
progressing well

» The IMI Wellbeing programme 15 now established globally and employee
QWAreness Is grawing

» The new finance process cutormation project pilot was cornpleted
successfully, and full implementation is beng carred out across the
divisions

» Growth Hub orders have substantiay increqsed to £52m in 2022

» All four Talent workstreams were deliverad successfully, serving to unite
IMI a5 Cne Big Tearn and deliver meaningful improvements to the
talent process

1 A strong tearm is now established with responsibility for environmental
dota reporting. Reporting has been enhonced to include Scepe 3 ermission
reductions, targeting a 25% reduction by 2030 (from a 2009 base) and
anet zero target by 2050

» IMI's CDP climate raung improved to B and we maintaned AA for MSCI
» We achieved zero Lost Time Acoidents at IMIHG in 2022

» We hove developed o stiong tolent pipeline of diverse candidates within
the Finance function

» Our internal financial controls scores have further improved in 2022 with
all but two sites rmeeting target scores, demanstrating clear progress
since lost year

» Deloitte are now fully embedded

Performance under the finanaial metric (80% of

the total annual incentive bonus achievernent) and the strategic and personal

objactives {(20% of the total annual incentive bonus achieverment) and the total achievement (% of maximum) is set aut below:

Director Actual performance of Performance ochieved under the 2022 moximum bonus achieved

financial metrics (%) strategic and personal objectives (%) (% of maximumy)
Roy Twite 30.8% 19 0% 49 8%
Daniel Shook 308% 18 2% 49.0%

Based on the performance described above, the

annual incentive bonus outcomes for 2022 are set out below:

Director 2022 maximum 2022 maximum  Total bonus Tetal bonus Achievement of share Bonus delivered Bonus delivered
bonus opportunity bonus achieved awarded awarded ownership guidelines in form of cash in form of share

(% of salary) (% of maximum) (E000} (% of salary) at 31 Dec 2022~ (E000) awards (F000)"

Roy Twite 200% 49.8% 757 99.5% 174%, 757 -
Daniel Shook 150% 49 0% 372 73.5% 159% 372 -

- Deferred bonus share awards are made where the executive director 1s yet to reach their share ownership guidance. Details of the share ownership guidelines can be found on

page 137
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Awards vesting under the 1IP

In March 2020, performance share awards were made to the executive directors under the IP. The vesting of the awards was
subject to the achievement of three independent performance conditions as described below, measured over the three-years
ended 31 Decermber 2022 The 2020 1P oword will vest in Morch 2023 at 66.8% of maximum.

Director Initial award Value on date of Number of initial Additional dividend  Total shares vesting Value of shares on

award’ (£00F) shares vesting equivalent shares vesting? (EG00)
Roy Twite 222,652 1.800 148,738 10,062 158,800 2,073
Daniel Shook 84,917 686 56,724 3,836 60,560 791

* The three-day average mid -market price on the date of award was 808 40 pence

'The price an vesting 15 unknown at this time and sa the total number of shares vesting s valued at the average price over the last quarter of 2022 which wos

1,305.38 pence

Return on invested capital (ROIC)

This metric is the same as that presented in 2020, however it
was previously referred to as Return on Capital Employed and
has been renamed to Return on Invested Capital to better
describe the metric. References to capital employed have
also been updated to capital invested.

One third of the award was subject to the achieverment of ROIC.
This measure is defined as adjusted operating profit as o
percentage of the average investad capital during the financial
year ended 31 December 2022 Invested capital being net assets
adjusted to remove net debt (including lease lailities recognised
under IFRS 16}, derivative assets and fiabilities, restructuring
provisions, employee benefit assets and liabilities and deferred
tax on employee benefits, and to reverse historical impairments
of goodwill and amortisation of acquired intangible assets. It
compares the earnings of the Group with the copitol employed.
ROIC was chosen as a measure as it represents how well the
Group has used its investment made by shareholders and capital
from creditors to generate a profit.

The portion of the share award that will vest related ta ROIC
performance in the final year of the performance period. For
ROIC of less than 11.5% no awaord under this element will vest.
25% of the award will vest for ROIC of 11.5%, rising on a
straight-line basis to full vesting for ROIC of 14.5%. At the end
of the performance period return on invested capital was 13.1%,
which excludes the invested capital of Heatrmiser which
completed on 23 December 2022, resulting in this element
vesting at 21.4%.

Total Shareholder Return (TSR}

One third of the award was subject to the achieverment of g
relative TSR performance measure against a defined group
of companies adjusted during the performance period, to
take account of merger ana acquisition activity during the
performance period in line with the Committee's established
guidelines. TSR is defined as the movement in share price during
the performance period, measured in local currency, with
adjustment to take account of changes in capital structure
and dividends, which are assumed to be reinvested in shares
on the ex-dividend date. TSR was chosen as o measure as it

is an external, relative benchmark for performance that aligns
executives' rewards with the creation of sharehelder value.

The portion of the award that will vest related to TSR depends
on where MY ranks in the comparator group. For a TSR rank that
is below median, no award under this element will vest. 25% of
the award will vest for median TSR, rising an a straight-line basis
to full vesting for upper quartile TSR. At the end of the three-
vear performance pericd, the Group ranked 9th of the peer
group. The resultant vesting outcome for this element of the
award is 12 0%.

Adjusted earnings per share (EPS)

One third of the award was subject to the achievement of the
adjusted EPS growth measure. This measure is defined as the
compound annual growth rate in adjusted EPS over three
financial vears, adjusted for any exceptional tems, including
significant acquisition and disposal and foreign exchange
rmovements, ot the Committee's discretion.

Adjusted EPS growth is o key measure for IM! as it gives an
indication of the strength of the Group's financial performance
and shows the amount avaitable to reinvest into the business
and pay a return to shareholders through dividends. For growth
of less than 3% per annum, no award under this eternent will
vest. 25% of the award will vest for growth of 3% per annum
rising on o straight-line basis to full vesting for growth of 10%
per annum.

Over the three-year performance period ended 31 Decernber
2022, Ml delivered Group profit before tax growth of 13.0%.
The resultant vesting outcome for this element of the award

is 33.3%.

Deferred bonus share awards

In March 2020, deferred bonus share agwords were also mode
under the lIF which vest in March 2023, These are in the form of
share awards used for mandatory bonus deferral into shares of
up to 50% of annual bonus pavable, where the executive director
is yet to reach their share ownership guideline.
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Discretion to override formulaic outcomes
and to apply malus and clawback

Depending on the circumstances, the Committee may exercise
judgement in assessing performance and determining the level
of achievernent.

The Committee has full discretion ta override formulaic
outcormes and te reduce the amount of any IIP award, to reduce
the number of shares subject to any form of share award and/or
to impose an obligation to make o payment to the Company

in the event that:

» The Company misstated financial results
» The Company suffers serious reputational domaoge

» There was an error or miscalculation in determining the
size of the oward

» There was gross misconduct by an executive; and/or

» The Remuneration Committee has made decisions using
erronecus or misteading data; or

» In such other circumstances as the Committee sees fit

The Committee has considered the position and determined
that for 2022 it is not appropriate for any reason to exercise
the discretion to override the formulaic outcome of the 2020
IIP awards or recover amounts previously awarded.

Share ownership guidelines

It is a requirement of the Policy that executive directors are
subject to guidelines which require them to build a shareholding
in IMlworth at least 250% of salary for Roy Twite and 200%
of salary for Daniel Shook.

The Policy permits the Committee discretion to determine that
up to 50% of any annual bonus earned is deferred inte shares
until the share ownership guideline is achieved together with
50% of any vested share awards. Each executive is then
required to magintain this share cwnership guideline (subject

to allowances for share price fluctuations and changes in

base salary thereafter).

When assessing compliance with this guideline the Committee
reviews both the level of beneficial share ownership and vested
but unexercised share incentive awards on a post-tax basis.

The Committee has determined that as both Roy Twite and
Daniel Shook have met their guidelines (as at 31 December
2022) as outlined above, their entire 2022 bonus will be
delivered in cash.

Post-employment shareholding guidelines

Our policy (approved by shareholders at the 2021 AGM)
includes post-employment sharehelding reguirements which
require executive directors to hold 100% of their shareholding
requiremnent {or If less, all shares held) for two years following
departure. This is implemented by signed agreement.

The Committee will have discretion to allow sale where

there are exceptional circumstances,

Share interests granted to executive
directors during 2022 (audited)

Grants made under the lIP

Performance share award grants under the lIP were made on

T March 2027 i the form of nil-cost options. Awards are due
tovest on 11 March 2025, subject to the performance metrics
described in the 2027 Annual Report: Adjusted EPS growth
(30%), relative TSR (30%), ROIC (30%), and total CO; intensity
(Scope 1& 2} reduction against the 2019 base figure (10%). After
vesting, a holding period of two years applies subject to the sale
of shares as required to meet tax liabilities arising on vesting.

The performance targets, which consider the Greup's approach
to implementing accounting changes under IFRS 16, and vesting
scole that apply to the 2022 |IFP awards are as follows:

Relative Adjusted  ROIC Totol Levelof
TSR EPS COqintensity vesting
Threshold Medion 3% 11% 2019 base -17% 25%
(231tC0e
per 1,000 hours
worked)
Maximum Upper 10% 13% 2019 base -32% 100%
quartile (189tC0 e
per 1,000 hours
worked)
Weighting 30% 30% 30% 10%

The following performance share award grants were approved
and made in 2022:

IIP shares Valve on date of Award as a

awarded award? percentage of

{E£000) salary

Roy Twite 143,144 1,200 250%
Daniel Shook 57,216 75¢ 150%

' The three day average mid market price on the date of award was 1,327.33 pence

The lIP is also used to grant deferred bonus awards exercisable
after three years to satisfy bonuses delivered in the form of
shares. Details of these additional IIP awards made in 2022 are
shown in the table on page 139 under the ‘without performance
conditions’ column. No performance conditions apply to

these awards.
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For share awards granted in 2022 the TSR group included 18 companies to ensure 2022 alignment with our peers and comparison
te campanies with similar preducts, customers and global spread. The 2022 peer group includes the following companies which is
consistent with our 2021 peer group, and in line with the Committee's guidelines:

TSR comparator group companies

Belimeo
Circor ITT

Ingersoll-Rand US Inc

Curtise-Wright
Eatan Parker-Hanrnitin
Emerson Electric Rockwell Automation

Flowserve Rotork

Morgan Advanced Materials

SMC

Smiths Group
Speactris
Spirax Soreo

SPX

The Weir Group

All-employee share plans

Executive directors are eligible to participate in the cll-employee share plans on the same terms as other eligible employees at 1MI,

All-Employee Share Ownership Plan

IMI Sharesave Scheme

Number of shares Value of free Number of options Value of Total value under the
awarded share award- awarded options? Dividends all-employee share
(£000) (£000) {£000) plans (EC00)
2022 279 4 - 4
Roy Twite

2021 259 & 1.542 ? - [
2022 2/9 4 - &

Danijel Shook
2021 259 4 2571 3 7

In 20022 free shares weare awarded ot a share price of 1,290 00 pence (1,389 33 pence in 2027

© 1 20271 SAYE awards were made at o 10% discount and the volue shown is the intrinsic gain at the date of gront, calculated in accordance wath the single figure

requirernents (on poge 128,

Chair’s and non-executive directors’ single figure table (audited)

The following table summarises the total fixed fees and benefits paid to the Chair and non-executive directors in respect of the

financial years ended 31 December 2022 and 31 December 2027.

Director 2022 (£000) 2021 (£000)

Buse fees Additional Taxable Total ‘ Buose fees Additional Taxable Total
fees benefits’ fees benefits’

Lord Smith of Kelvin? 380 - 7 387 311 - 3 314
Carl-Peter Forster? - - - L5 19 - &4
Isobel Sharp* 71 17 5 93 68 17 2 g7
Thomas Thune Andersen® 71 22 10 103 &8 14 5 87
Katie Jackson 71 - 5 76 . 68 - ? 70
Caroline Dowling* 71 17 b 94 | 68 b 3 77
iAjai Puri® 71 - 5 76 57 6 63

Taxaole benefits includes travel and hetel expenses plus tax costs associated
with Board meetings held at IMI HQ.

“ Includes fee for Senior Independent Director ond Remuneration Committee
Chair (pro-rated in 2021 following departure from the Board on 31 August
2027

" Includes fee for Rermuneration Committee Chair (pra-rated i 2021 following
appointment as Remuneration Commuttee Chair on 1 September 2021)

-~ Includes fee for Audit Cornmittee Charr,

*Dr Ajan Pun was appointed to the Board on 1 March 2021, 2021 fees represent
pro-rated amount

“ncludes fee for Senior Independent Directar (pro-rated in 2021 followirg

appointrrent as Senjor Independent Director on 1 September 2021) and
ron executive director with respensitality for employee engngement and for
ESG matters.

As aconsecuence of the Company being near to 1ts Articles' of Asseciation irmit
on payments it may make to Directors, the Charr, Lard Smith of Kelvin agreed to
a £27778 urderpayment of his £338,500 fec in 2021, The Charr was repand in
2022 ond the total 2022 fee of £380,000 ~eflects this repayment Mowever, the
Chrair's total 2022 feas (excluding this repaoyment) were £352,000, refiecting
the 4 0% apolied to the 2027 full year fee, as detailed in the 2021 Annual Report
Shareholder approval was obtamed at the 2022 AGM ta increase the payment
Imit wathin our Articles' of Associotion
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Directors' shareholdings and share interests (audited)

The following table summarises the share interests of any director whe served during the year as at 31 December 2022 or at the
date of leaving the Board.

During the period 31 Decembear 2022 to 2 March 2022 there were no changes in the interests of any current director from those
shownh save for purchases within the IMI All-Employee Share Ownership Plan on 10 January 2023 of 10 shares on behalf of Roy
Twite and 9 shares on behalf of Daniel Shook at 1,420.00 pence per share, and 14 February 2023 of 10 shares on behalf of Roy

Twite and 8 shares on behalf of Daniel Shook at 1,552.50 pence per share.

Director Total Beneficial Scheme interests
Interests interests Nil-cost options All-employee
" . L, share plans
With performance conditions Without performance conditions
(deferred beonus share awards)
Unvested* Vested but Unvested Vested but
unexercised unexercised
Roy Twite 800,482 241,878 527,644 - 21,386 - 9.574
Daniel Shook 336,247 121,027 203,895 - 8185 - 3,140
Lord Smith of Kelvin 14,300 14,300 - - -
Isobel Sharp 3000 3,000
Thomas Thune Andersen 2.625 2,625 - - -
Katie Jackson 2,846 2.846 - - - - -
Caroline Dowling 3,014 3.014
Dr Ajai Puri 3,000 3.000

*Vesting dates of share awards are shown in Note 6, page 180

Relative importance of spend on pay

The following information is intended to provide additional
context regarding the total remuneration for executive directors.

2022 2021 Change
(Em) (Em)
Dividends 622 618 1%
Total employment costs for Group 602 6 5937 1%

(see Note 5 on page 179)
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Historical performance and remuneration

In addition to considering executive remuneration in the context
of internal comparisons, the Committee reviews historical
outcomes under the variable pay plans.

The graph compares IMI's TSR to the FTSET100 and FTSE250
over the last ten years. We compare performance to the
FTSE100 as IMI has been included in the index in the past
and it is a position where IM| aspires to be.

TSR measures the returns that a company has provided for its

shareholders, reflecting share price movernents and assuming

reinvestment of dividends (source: Capl@), with data averaged
over the final 30 days of each financial year.

Az the graph adjacent illustrates, IMI's absclute and relative
TSR performance has been robust over the last ten years,

Value of a hypothetical £100 investment
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The following table summarises the total remuneration for the Chief Executive over the last ten years, and the outcomes of short

and long-term incentive plans as a percentage of maximum.

Financial year encded 31 December 2013 20142 2015 2016 20172 2018 2019° 2020° 2021° 20223
Total remuneration (single figure, £000) 46,688 1.547 1,667 1,501 2,73 3.04/7 1.707 2,455 3,978 3,709
Annual variable pay (% of maximum} a2% 36% 40% 50% 75% 75% 43% 73% 98% 50%
Long-term variable pay (% of maximum) 100% - - - -
- Share Matching Plan

Long-term varioble pay (% of maximum) 32.6% - - 35 -

- Performance Share Plan

Long-term variable pay (% of maximum) - - - - 29.2% 47 1% 58 8% 75 3% b66.8%

- IMI Incentive Plan

' Bepresents remuneration for Martin Lamb, who was Chief Executive fram bafore 2070 until 37 Oecemnber 2013

Represents remuneration for Mark Selway, whe was appanted Chief Exccutive on 1 January 2074
“Represents remunerstion for Roy [wite, who was appointed Chief Executive on 9 Moy 2019,
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Annual percentage change in remuneration of directors and employees

The Committee actively considers any increases in hase pay for the Chief Executive and other directors relative to the broader IM|
employee population. Benefits and bonus payments cre net typically comparable given they are driven by a broad range of factors,
such as geographical location, local proctices, eligibility, individual circumstances and role.

The following table summarises the annual percentage change of each director’s remuneration compared to:

» The annual percentage change of the average remuneration of the Group's employess, calculated on a full-time eguivalent basis

» The performance of the Group over the same preceding financial year

During 2020 the Boord accepted g 20% cut in annual sclary/fees for three months awing to the pandemic. This impacts both the
2020 and 2021 comporison. The annuul sulary/fee increase applied to the Board in 2021 was 1.5%.

2020 2021 2022
Annual Benefits Annual Annual Benefits® Annual Annval Benefits® Annual

Salary/Fees bonus Salary/Fees bonus Solary/Fees bonus
Executive Directors
Roy Twite? 7 5% 23.3% 103 7% 6 9% 87% 35.8% 4.0% 28.0% -47.0%
Daniel Shook -3 1% 1d 6% 101 6% & 9% 34 3% 36.0% 9.0% 10.6% -45.4%
Chair
Lard Smith of Kelyin’ -31% -85 7% -1 2% 200 0% 22.2% 133.3%
Non-executive directors
Isobel Sharp 37%  500% 7 6% 100 0% 4.0% 150.0%
Thomas Thune 15% 87 5% 22.4% 400 0% 13.5% 100.0%
Andersen®
Katie Jockson -4 5%, -75.0% 7 9% 100.0% 4.0% 150.0%
Carchine Dowling® 17 5% 20.0% 100.0%
Dr Agae Purt® 24.8% -16.7%
Average Pay of 3 75% 0.1% 92 0% 4 40% 36% 68 8% 8.3% 3.9% -44.0%
UK HQ employees

- Roy Twate was appainted as Chief Executive in May 2019, The percentage change 1n 2020 15 a result of the 2077 Directors single figure table which includes income earned
before Roy was appointed as Chief Executive

A5 aconsequence of the Company being near to its Articles” of Association it on poyments it miay make to Directors, the Charr, Lord Srith of Kebvin agreed to g £27778
underpayment of his £338.500 fee in 20271 The Chair wias repaid in 2022 and the total 2022 fee of £380,00C reflects this iepaymert However, the Chair's total 2022 fees
{excluding this repayment) were £352,000, reflecting the 4% applied to the full year fee, as detailed in the 2021 Annual Report. Sharehalder approval was obtained at the
2022 AGM toincrease the payment limit within aur Articles’ of Association

Senior Independent Director fee pro-rated in 2021 following appointment on 1 September 2021
» Chair of the Rermuneration Committee fee pro-rated in 2021 followang oppointment an 1 Septermnber 2027,
* Or &yan Puriwas gppointed to the Board on 1March 2027 Fees represented pro-roted amaunts

 Benefits include travel to board meetings hald at IMI plc Head Office. In 2021 hoard meetings were held rermotely

All UK head office ernployees This comparison excludes our international workforce which we feel would not provide a true comparison given differing local market factors
There have been no payments to past directors.



142 IMI plc Annual Report & Accounts 2022

Annual Directors’ Remuneration Report

Pay ratio reporting

Pay ratie legislotion requires quoted companies with 250 or mare employees to publish information on the pay ratio of the Group
Chief Executive to UK employees. In line with the new regulatory requirements, the table below sets out the ratio ot median, 25th and
75th percentile of the total remuneration received by the Group Chief Executive compared to the total remuneration received by our
UK employees — as weil as comparing to base salary only. Total remuneration reflects all remuneration received by an individual in
respect of the relevant years, and includes salary, benefits, pension, and value received from incentive plans.

Total remuneration

Financial yeor Methodology P25 (Lower Guartile) P50 {Median) P75 (L.J;;;_:-e-r-ngrt\Ie)
2022 Option C 1121 8561 501
2021 Option C 1161 951 63:1
2020 Option C 851 671 451
2019 Option C 831 621 451

» The 2022 Chief Executive single figure is caleulated considering the Chief Executive’s remuneration calculation includes base salary,
fees, pensicn, taxable benefits, annual bonus and shares paid during 2022

» As i1s permitted by Option C of the regulations, the Gender Pay Gap data for 2022 based on a snapshot in April 2022 was used to
identify our three quartile employees, P25, PSO and P75, Having identified P25, P50 and P75, we chose to review the single figure
data for an additional ten ermployees at each of the quartiles for the full year ended on 31 December 2022

» The remuneration calculation included base salary, allowances, pension, taxable benefits, annual bonus and shares. This method
provides a like-for-ilke comparnison with the Chief Executive's single figure total for the 2022 calendar year. Gathering data on mere
than three employees provides a better cpportunity to capture all pay and benefits of employees to get a true median value at each
of the three bandings

» Qur prineiples for pay setting and progressicen in our wider workforce are the sarme as for our executives — total reward being
sufficiently competitive to ottract and retain high-calibre individuals without over-paying and providing the oppartunity for individual
development and career progression, to attraoct and retain great talent. The pay ratios reflect how remuneration arrangements
differ as accountakbility increases for more senior roles within the orgamisation and the ratios reflect the weighting towards long-
term value ¢reation and alignment with shareholder interests for the Chief Executive

» We are satisfied that the median pay ratio reported this year is consistent with our wider pay, reward and progression policies for
employees. All IMl employees receive competitive pay and benefits and have the opportunity for annual pay increases and career
progression and development opportunities

» Changes to the ratio in 2022 cormpared to 2027 are largely attributable to the impact of vanable pay

The total pay and benefits and base salary compenent of the total pay and benefits figures are as follows:

2022 Base salary (£) Total pay and benefits {(£)
Chief Executive remuneration 760,000 3708566
25th Percentile employee 30,050 33,076
50th Percentile employee 30,761 42914

75th Percentile employee 55,988 74,331
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Implementation of the Policy for 2023

Summary of Policy

Implementation in the yeor to 31 December 2023

Base salary
Rewiewed annually with changes nermally effective from January.

The Cammittee takes into account the level of increase for the wider workforce,
market data, business performance, external economic factors, the camplexity of
the business and the role, cast, and the ncumbent's experience and performance.

Pension

A cash allowance in lieu of pension 15 paid monthly. To the extent required by law,
part of this gllewance will be paid into a defined contribution pensicn arrangement
With the Commuttes's gpproval the executive directors may redirect all or part of
the balance of this allowanee into a defined contribution pensien arrangement

Pension for any newly hired executive to be linked to average workforce levels
(currantly 11%;)

Legacy obligations for executive directors receiving pension above werkforce levels
will be brought in line with workforce by 1 January 2023,

Benefits

The poliey provides a normal range of benefits to executive directors, The value of
benefits vary year-on-year depending on the age and health of the indwidua), the
cost of providing themn and the geography in which the executive 15 based. However,
the range of benefits s not expected to change from year to year.

Annual Bonus
Based on annual performance relative to set torgets

Drives and rewards performance against annual finanaal, strategic and operational
goals, which are consistent with the madium to long-term strategic goals of IML.
Conaiders indrmdual behaviours and cantributions.

If the executive has nat achieved their share ownership guideline, up to half of any
bonus shall be invested into IMI shares for ot least three years. Onee the share
ownership guideline 1s met, an executive can then elect to receive their bonus in cash
and/or shares.

Dwidends (or equivalent value payments) accrue and ore payable in cash or shares
when shares are released

Recovery provisions are included in the plan rules allowing for malus and clawback.

Consistent with prior years, safary increases effective 1 Junuary 2023 considered a range
of factors including the increases for the wider workforce, the fingncial performance of
the Group ond prevailing ecanomic conditions,

For 2073 the Chief Executive and Finance Director receved a 4 5% base salury increase
which, given the context of Lthe cost of inming crisis and considering how we direct our
resources, 1s 1 6% lower than the gereral pay award apphied to UK employees of & 1%
The base salary for the Chief Executive will be ncreased to £794,2001n 2023, and the
base salary for the Finance Director will be £529,100 0 2023

From L January /U4 3. ali bxecutive Directors will recene 11% of salary which s algned
to that of the average employee end that of the Investreant Associotion guidelines,

In ine with the Palicy, each Executive Dired tor weceives

» Car alowance

» | ife insurance

» Private health insurance ncluding medical screen os approprate

» Otner ancillary bensf itz including tax adwice

During 2022 the Committee reviewed the approonateness of continuing vath the
metrics that opphed to the 2022 annual bonus ta ensure aignment wath 1M1 strotegy.

The Committee determined that the 2023 annual bonus will be contingent on a Profit
Before Tax growth target alongside strategic and personal objectives for cach executive
director. There wall be a weighting of 80% to finanoial metrics and 20% to strategic and
perscnal objectives

Free cash flow will be considered by the Committes when determining annua! bonus
outcomes. The ESG underpin wall continue to be considered to allow the Cormmittee to
take into account any relevant ESG matter when determining remunerction outcomes,

The Committes will continue ta momitor the underlying performance of the business
when determining bonus outcomes Due to the commercially sensitive nature of

the financial targets and strotegic and personal ebjectives, they will be disclosed
retrospectively in next year's report along with performance against them

The maximum bonus oppartunity will be set at 200% of salary for Roy Twite. The annual
bonus opporturity for Danel Shook will be set ot 150% of base salary. On-target bonus
15 get at 50% of maximum bonus opportunity
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Annual Directors' Remuneration Report

Implementation of the Policy for 2023 (continued)

Surmmmary of Policy

Performance shares awarded under the IMI Incentive Plan
Incentivises long- term value creation, aligning the interests of
executives and shareholders through share awards

Performance metrics support the long-term strategy of IMI
and the vehicle ond time horizon provides a retention tool for
key executives

The Committee can make annua! share-based awards.
Dridends (or equivalent value payments) accrue and are
payable in cash or shares inrespect of vested awards

Any vested performance share awards will be subject to a sale
restriction for o period of 2 years from the date of vesting,
subject to the executive being permitted to sell such number
of shares as may be required to settie tax lobilities as they may
arise, In addition the share ownership quidelines apply.

Recovery pravisions are Included n the plan rules allowing for
malus and clawback.

Share ownership guidelines

It 15 a requirament of the remuneration policy that executive
directors are subject to guidelines which require them ta build
a shareholding in IMIworth at least 250% of salary for the
Chief Executive, and 200% of salary for the Finance Director
(ond other executive directors if applicable). Palicy permits the
Committee to determine that up to 50% of any annual bonus
earned may be deferred into shares until the share ewnership
guidelne is achieved together with up to $0% of any vested
performance share awards Each executive 5 then required to
maintain at least this share cwnership guideline level (subject
to allowonces for share price fluctuations and chonges in
base salary thereafter), When assessing cornpliance with this
guideline the Committes reviews both the level of beneficial
share ownership and vested but unexercised share incentive
awards an o post-tax basis.

Implementation in the year to 31 December 2023

At the same time as the review of onnuad bonus metrice, the Committee also reviewed those attuched to
IP awards

The Committee continues to believe that this wall ensure that executives are only rewarded if underlying
earnings are incregsed over the perfarmance period and shareholder returns outperform peers

2023 awards will be set at 250% for Roy Twite and 150% for Daniel Shook and wall be subyect to a two-year
post-vesting holding peried, extending the total tme honzon to five years from grant.

The Committee considered whether the performance metrics for LTIP awards remain apprapriate before
concludng that the existing metrics of TSR, EPS ond Return on Invested Caprtal (ROIC™}, and CO: intensity
remain aligned with strategy Consistent with the previous year, TSR, EPS and ROIC will each kave a 30%
weghting, and CO- intensity will hove a 10% weighting

TSR metrics rernain unchanged but having taken inte occount internal budgets and analyst consensus
estimotes ovoilnble ot the time the torgets were set the Committee deniden thot the moximum torget
for EPS will remain unchanged at 10 0%n 2023, The Cormnittee feels that given econormic uncertainty,
EPS threshold will remoin the some o 2022 at 3 O%. In cadition, the Committee decided that both the
maximum and thresheld target for ROIC should remain unchanged at 11 0% to 13 0%. Further, the
Commitiee retains discretion to deterrune, should the 2023 LTIP vest, whether the formularc outcomie is
a tar reflection of underlying business performance and censistent with the shareholder expericnce over
the perfarmance peniod and i net, to adjust the formulaic outcome accordingly.

The performaonce targets that will apply to the 2023 1P awards are as follows

Relative  Adjusted ROIC Total  Level of
TSR EPS CO: intensity vesting
Threshold Median 3% 11% 2019 base -21% 25%
(2 18tCO-e
per 1,000 hours
wor ked)
Maximum Upper 0% 13% 2019 base 36% 100%
quartile (377100 ¢
per 1,000 hours
worked)
Weighting 0% 30 30% 10%

The shore Ownership Guidelines are
» Chief Executive - 250% of base salary
» Finance Director — 200% of base salary

Post-employment shareholding guidelines

Qur policy (approved by shareholders at the 2021 AGM} includes post employment shareholding
requirements which require executive directors ta hold 100% of ther sharehalding requirernent
(o1 f less, all shares held) for two years following departure This wall be implermented by sigred
agreerment The Committee will nave discretion to allow sale where there are exceptional regsons
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Malus and Clawback

The provisiens enable the Committee to reduce future annual
bonus payments, reduce the number of shares under any
fortn of share award, and/or require the Individual to make

a payrment to the Company on terms deermed ta be foir and
reasonable by the Cornmittee.

Other policy items

The Comrmittee has the power to operate malus ond/or clawback provisions in the event that:

» The Company misstated financwal results

» The Cempany sufters sencus reputational damage

» If there was an error or miscalculatan in determining the size of the award
» Gross misconduct by an executive; and/or

» The Remuneration Committee hos made decisions using erroneaus or misleading data

For o deseription of policy items such as
» Appointments to the Beard
» Loss of office (including change of control)

Flease refer to the Directors’ Remunerotion Policy pubhshed in the 2020 Annual Report

Service contracts

The unexpired terms of the non-executive directors’ service
contracts can be reviewed In the Board's Corporate Governance

Report on page 108.

Fees for the Chair and non-executive directors

The Chair and non-executive directors' remuneration increased
by 4 5% with effect from 1 January 2023 which, given the
context of the cost of living crisis and considering how we direct
our resources, Is lower than the general increase applied to both

UK employees and that of the whole Group.

Committee evaluation

The Committee reviewed its own performance and terms of
reference and received positive feedback, with no recommended
changes, from the eveluation exercise carried out in respect of
the Board and each of its committees. Detalls of the internal
evaluation can be found on page 112 of the Corporate

Governance Statement.

The Committee approved this report on its work.

Caroline Dowling
Chair of the Rermuneration Committee
for and on behalf of the Board

2 March 2023
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Directors' Report

Statutory & Other Information

The directors present their management report, including the Strategic Report, together with the
audited financial statements of IMI plc (the Company) and its subsidiaries (together, the Group),
for the year ended 31 December 2022.

Amendrment of Articles The Company's Articles of Assaciation may only be armended by special resclution of the Company at @ general meeating of its shareholders,
of Association

Annual General The Annual General Meeting wll be held on 4 May 2023 Full details of the resolutions to be proposed to our shareholders, and
Meeting QECampanying exglonatory notes are contained inour Notice of the Annual General Meeting, a copy of which will be published

on our website.

At our 2023 AGM, resclutions wall be proposed, amang other matters,

» to receve the Annual Repart & Accounts

» to approve the Directors’ Remuneration Report

» to declare a final dvidend

»to reappoint Deloitte LLP as auditor and set the auditor's remuncration

» o approve the directars’ general authority to allot shares

» ta grant the quthonty tossue shares without first applying stotutory nghts of pre-emption

w to authorise the Company ta make market purchases of its awn shares

» to authorise the making of imited political donations by the Company and its subsidiaries

» to enable the Company to continue to hold general meetings an not less than 14 clear days' notice
Branches The Company does not have any branches cutside the UK

Business relationships Asummary of how the Company has engaged with suppliers, custamers and other third porties can be found on pages 38 to 42, Detalls of
how the directors hove had regard to Lhe need to foster the Company s business relationships with supphers, customers and others, and
the effect of that regard on the prinapal decisions taken by the Cormpany duning the financial year are contamed in the section 17201}
statement on pages 43 to 45 Further information en our payment practices with suppliers car be found on the government's reporting
partal Qur staterment on slavery and human trafficking can be found an our website at https /www.imiplc com/sites/imi-corp-rev2/files/
modern-slgvery -act-statemoent-2022 pdf

Change of control The Company and 1ts subsidiarees are party to a number of agreements that may allow the counterparties to alter or terminate the
arrangerments on a change of centrol of the Cormpany fallowing o takeover bid, such os commercial contracts and ermployee share plans.
Other than as referred toin the next paragraph, none of these are considered by the Compony to be significant in Lermis of 1ts likely =npact
on the Group as o whale, In the event of a change of control of the Company, the Group's main funding agreemcents allow the lenders to
renegotiate terms or give notice of repayment for all autstanding amounts under the relevant facilities

Tha Cornpany does not have agreements with any director or emsloyee that would provide compensation for loss of office or employmert
specifically resulting from a takeover, although the provisions of the Campary's share schermes include a discretion to allow awards granted
to directers and employees under such schemes to vest In those creurnstances

Corporate Governance The Corporate Governance repoft on poges 100 to 14515 horeby incorporated by reference into this Directors’ Report and inc ludes details

Statement of our apphcanon of the prinaiples and reparting aganst the provisions of the UK Carporate Governance Code Our statement includes
adescnption of the main features of our internal contral and nsk Mmanagement systems in relation to the financial reporting process and
forms part of this Cirecters’ Repert. A copy of the 2018 version of the UK Corporate Governance Code, as applicable to the cormpany for
the year ended 371 Dacernber 2022, con be found ot the Financial Reporting Councl's website fre.org uk

Directors lhe names and blographes of our directors whe served during the financial year ended 31 Decermber 2022 can be found on poges 6 and
97 The rules for the appointrment and replacement of directors are set out in the Company's Articles of Associotion. Each new appaintee
to the Board is required to stond for election ot the next Annual General Meeting following therr appaintment In addition, the Company's
Articles of Assoaation require each director to stand for re-election every vear

Directors’ indemnities The Company mantains directors’ and officers’ Fability insurarce and afl directors of the Company benefit from qualifying third party

and insurance indemnity provisions which ware in ploce dunng the financial year At the date of this Annual Report there are such naemnity
arrangements with each director in respect of the costs of defending civil, erirminal and regulatory proceedings brought aganst rhern,
as a director or employee, subject always to the imitations set by the Comparies Act 2006

The Group operates pension schemes in the UK which provide retirermnent and death benefits for employees and former employees of

the Group The corporate trustee of the pension schermaes 1s IMI Pensions Trust Limited, a subsidiary of the Campany Qualfying pension
scheme indemmnity provisions, as defined in section 235 of the Companies Act 2006, were in Torce for the financial year ended 31 Decernber
2022 and rernain in force for the benefit of each of the directors of the corparate trustee of the pension schemes These indemnty
provisions cover, to the extent permitted by law, certam losses or labihtics incurred as a director or officer of the corporate trustee of

the pension schemes. The Group alse nos in place third party qualifying indemnity provisions, as defined in section 234 of the Comparies
Act 2006, in favour of certain employees who discharge resporsibilities for various wholly-owned subsidiary cormpanies and these
indermnities are given on a similar basis to the above

Directors' interests Detail. of the interests in the Company's shares heald by our directors and perscrs connected with them (ncluding interests Lnder share
aplion and incentive schermes), are shown in the Directors’ Rernuneration Report on page 139 and are hereby incorporated by reference into
this Directors’ Report
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Directors’ powers

Disclosure of
information to
the auditor

Dividends

Employee matters

Environmental
matters

Events occurring after

the reporting period

Financial instruments

Information required

by UK Listing Rule
9.8.4 as appropriate
to the Company

Major shareholdings

The powers of the directors are determined by UK legislation and the Articles of Assoaiation of the Company in force from time to time The
directors were authonised to allot and issue ordinary shares and to make market purchases of the Company’s ardinary shares by resolutions
of the Company passed at its Annual General Meeting held on 5 May 2022, The current authorities will expire at the conclusion of the next
Annual General Meeting to be held on 4 May 2023, at which new authonties will be sought. Further detals of authonties the Company s
seekng for the allotment, ssue and purchase of its ardinary shares will be set out in the separate Notice of Annual General Meeting

Each director confirms that, so far as they are each aware, there is no relevont audit infarmation of which the Company’s auditor 1s unaware
and each director hos taken all the steps that he or she ought to have taken as a director to make himself or herself aware of

any relevant audit information and to establish that the Campany's auditor s aware of that information.

The directars recommend a final dividend of 17 4p per ordinary share for the vear ended 31 Decermnber 2022 Subject ta sharehelder opproval
by our shareholders ot our Annual General Meeting on 4 May 2023, the final didend will be paid on 12 May 2023 to shareholders on the
reqister at the close of business on 11 April 2023 Together with the interim dividend of 8 3p per ordinary share paid on 16 Septernber 2022,
this gives o total dwidend for the 2022 financial vear of 25.7p per ordinary share The intenm and final dwidends paid in respect of the 2027
financial year were 79p per ordinary share and 15.8p per ordinary share respectively (2021 total dvidends paid of 23.7p)

Details of how we engage with cur workfarce, howe we provide them with relevant information and take account ther interests in
decizion-making can ke faund 10 our on pages 38 to 45, Our Section 172(1) stotement con be found on pages 43 to 45 A description of
how our directars hove engoged vnth the workforce 1s set out on page 110

CQur appreach to investing in and rewarding the workforce 15 set out on pages 59 to 60. Details of employee share schemes are sat out
in Note 6 of the financial staterents an page 180 Details of the arrangements in place under which employees can raise any matter
of concern are set out on pages 53 and 92

Every effort 1s made to ensure that applications for employment from disabled employees are fully ana farrly considered and that disabled
employees have equal opportunity In traning, succession planning and prormation Further disclosures relating to employee diversity,
employee engagement and related policies ore sl out an pages &2 to 63 Our Board Incluaon & Diversity policy 15 sumrnansed on page 127

Informetion en our greenhaouse gas ermissions energy consumption ang energy effiency actions required to be disclosed by the Companies
Act 2004 (Stiategic Report and Directors’ Repert) Regulations 2013 and Schedule 7 of the Large and Medium-sized Companies and Groups
(Accounts ond Reports) Regulations 2008/410 15 set out in the Sustainability report on pages 70 to 79. Such informotion 1 incorporoted into
this report by reference und 15 deemed to form part of this Directors’ Report.

There have been no important events affecting the Company or any member of the Group since 31 December 2022

Our risk management gbjectives ond policies in relation te the use of financial Instruments can be found in Note 17 on pages 207 and 208

Note reference of financial
statements/page number

Listing Rule statement Detail

9.8.4R (12) Shareholder waiver page 148
of future dividends

9.8.4R (4) Long-term incentive pages 143 and 144
schemes

9.8.4R (5) Directors’ wawer of pages 128 and 138

emoluments

Information provided to the Company pursuant to the Disclosure Guidance and Transparency Rules is published on a regulotory information
service and on the Company’s website. As ot 31 December 2022, the following voting interests in the ordinary share caprtal
of the Company, disclosable under the Disclosure Guidance and Transparency Rules, had been notified to the Company

Direct or indirect
nature of holding

Name of shareholder Percent of issved share capital

Massachusetts Financial Services Company .89 Indirect
Ameriprise Fingncial Inc. o 5.04 ) Indirect
Standard Life Investments (Holdings) Limited 497 Indirect
BlackRack, Inc. 499 Indinect
Legal & Generdl Group plc ) 303 Direct

Between 31 Decermnber 2022 and the date of this Annual Report, mo changes in the vating interests have been not fied to the Compary in
accordance with the Disclasure Guidance and Transparency Rules save for notifications recered from BlackRock, Inc on @ January 2023 that
1ts Interests totdlled 5% and on 18 January 2023 that its interests totalled below 5% and Ameripnse Financial, Inc on 25 January 2023 that
its interests totalled below 5%
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Pclitical donations

Purchase of own shares

Related party
transactions

Research and
developrnent

Share Capital

Strategic report

Treasury shares

Na political donations were made during the year

The Company was granted authorty at the Annual General Meeting held on 5 May 2022 to purchase up to 26,000,000 of its ordinary
shares This authority will expire at the conclusion of the next Annual General Meeting to be held on 4 May 2023, wheare shareholders will be
asked to give a similar authority, details of which wailt be given i the Notice of Annual General Meeting, We did not purchase any shares
under this authority during the year.

Detalls of related party transactions are in Note 26 on page 223

See Note 5 to the fingncial statements on page 179 for an indication of research and development activities of the Group
Marenforrnotion obout cur investment in Growth Hub projects can be found on page &1

As at 31 December 2022, the Company's 1ssued share capital was £78,58512914 dvided inte 275047952 ordinary shares of 28 4/7p each.
Details of the share capital of the Company are set aut in Note 22 to the financial statements on page 219 The Company's ordinary shares
are listed on the London Stock Exchange.

During the year 123,267 shares were ssued in respect of options exercised under emplayee shore schemes. Detalls of these schemes are
summarised in Note 6 to the financial staterments. Shares acquired by employees under ernployee share schernes rank equally with the
other shares in 1ssue and have na special rights,

As ot 31 Decemnber 2022, 2,408,356 shares were held in an employee trust for use in relation to certain executive incentive plans
representing 0.9% of the 1ssued share capital lexcluding treasury shares) at that time The independent trustee of the trust has the same
rights as any other shareholder other than as specifically restneted in the governing trust deed. The trust has agreed to wawve any night
to all dividend payments now and in the future Participants in option schemes do not hold any voting rights on the shares until the date
of exercise.

The nghts and obligations attaching to the Compony’s ordinary shares are set out in the Company's Articles of Association, coples of
which can be obtained from Companies House in the UK, from the Company's website or by writing to the Company Secretary Changes
to the Articles of Association must be approved by @ special resolution of the shareholders (75% majonity required} in accordance with the
legislation in force ot the time. Subject to applicable statutes, shares may be 1ssued with such rights and restrctions as the Company may
by ardinary resolution deaide or (if there s na such resolution or so far as it does not make specific provision) as the Board may decide.

Holders of ordinory shares are entitled to recewe the Company's repert and accounts, to attend, speak and vote ot general meetings of the
Company, and to appoint proxies to exercise their nghts. Holders of ordinary shares moy receive o dividend and in a iquidation, may share
In the ossets of the Company Subject to meeting certain thresholds, holders of ordinary shares may requisition @ general meeting of the
Company or propose resolutions at Annual General Meetings. Voting nghts for ordinary shares held in treasury are suspended and the
treasury shares carry no nights to receive dividends or other distributions of gssets

There are no restrictions on the transfer of ordinary shares in the Company other than:

» Certain restrictions as may from tme to Lme be imposed by laws and regulations (for example nsider trading laws, in accordance with
the Companies Act 2006, | sting Rules or the City Code on Tokeover and Mergers)

» Pursuant to the Company's share dealing code whereby the directors and certain employees of the Cornpany require approval to deal in
the Company's shares

The Company 1s not aware of any arrangements between shareholders that, moy result i restnictions on the transier of ordinary shares or
on voting rights Mone of the ordinary shares carry any special rights with regard to control of the Company The only restrictions an voting
rights are these that apply to the ordinary shares held in treasury Electronic and paper proxy appointments and voting instructions must
be recetved by the Company's registrars not later than 48 hours (excluding ary non-werking days) before o general meeting, or (subject to
the Cormpany’s Articles of Association) any adjournment thereof

Certain information required to be included in the Directars’ Report has been set out in the Strategic report The Strategic report required
by the Compunies Act 2006 can be found on pages & to 95 The report sets out the business model (pages 10 and 11}, strategy (pages 10
and 11) and likely future developments (poges 16 to 25). It contains a review of the business ond describes the development and
performance of the Group's business during the financial year and the position ot the end of the financial year, It also contains a description
of the principal nsks and uncertainties facing the Group (pages B8 to 93). Such information 15 mcorporated into this report by reference
and 1s deemed to form part of this Directors' Report

As at 31 Decernber 2022, 14,248,836 ordinary shares (nominal value £4,071,096) were beld in treasury representing 5% of the issued
share capital {excluding treasury shares) at that time The number of shares held in treasury during the year ended 31 December 2022
was constant,

Approved by the Board and signed on its behalf by:

Louise Waldek

Company Secretary

2 March 2023

Ml is registered in England No. 714275
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Statement of directors' responsibilities

Statement of directors' responsibilities in respect of the Annual Report and

the financial statements.

The directors are responsible for preparing the Annual Report,
which includes the Directors’ Report, the Strategic Report,
Remuneration Report and Corporate Governance Statement,
and the Group and parent company financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial
statements for each financial year, Under that low the

directors are required to prepare the group financial statements
in accordance with United Kingdom adopted international
accounting standards. The financiol statements alsc comply
with International Financial Reporting Standards (IFRSs) as
issued by the IASE. The directors have chosen to prepare the
parent company financial statements in accordance with

United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable low), including
FRS 107 'Reduced Disclosure Framework’ Under company

law the directors must not approve the financial statements
unless they are satisfied that they present fairly the financial
position, finencial performance and cash flows for that period.
In preparing those financial statements, the directors are
required to:

» Select suitable accounting policies and then apply
themn consistently

» Make judgernents and estimates that are reasonable

» Present information, including accounting policies,
in a manner that provides relevant, reliable, comparable
and understandable information

» State whether applicable UK Aceounting Standards have been
fellowed, subject to any matenial departures disclosed and
explained in the financial statements

» State for the parent company financial statements whether
applicable International Accounting Standards in conformity
with the requirements of the Companies Act 2006 as applied
in accordance with section 408 of the Companies Act 2006

The directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time
the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act
2006. They are also responsible for sofeguarding the assets of
the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity
of the corporate and financial information included on the
Company's website. Legislation in the United Kingdom governing
the preparation and dissemination of financial staterments may
differ from legislation in other jurisdictions.

Directors’ responsibility statement under
the Disclosure and Transparency Rules

We confirm that to the best of cur knowledge:

» The Group and parent company financial statements in this
Annual Report, which have been prepared in accordance with
applicable UK law and with the applicable set of accounting
standards, give o true and fair view of the assets, liabilities,
financial pesition and profit of the Group

» The Annual Report (which includes the Directors’ Report
and the Strategic Report) includes a fair review of the
development and performance of the business and the position
of the Company and the Group taken as a whole, together
with a description of the principal risks and uncertainties
that they face

The directors are responsible for preparing the Annual Report

in accordance with applicable laws and regulations. Having taken
advice from the Audit Committee, the Board considers the
report and accounts, taken as a whele, are fair, balanced

and understandable and provide the information necessary

for shareholders to assess the Group's performance, business
madel and strotegy.

By order of the Board

Daniel Shook
Group Finance Director

2 March 2023

Roy Twite
Chief Executive

2 March 2023
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Independent Auditor's Report
to the Members of IMI pic

Report on the audit of the financial statements
1. Opinion

In cur opinion:

« the financial statements of IMI ple (the ‘parent company’) and its subsidiaries (the 'Group’) give a trve and fair view of the stete of the Group's ond of the parent
company's affairs as at 31 December 2022 and of the Group's profit for the year then ended;

+ the Group financial statements have been properly prepared in accordance with United Kingdom adopted international accounting standards;

+ the parent company financial statements have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Proctice, including
Financial Reporting Standard 101 “Reduced Disclosure Framework™; and

« the finoncial statements have been prepared in accordance with the requirements of the Companies Act 2006.

Wae have audited the financial statements which comprise:

« the consolidated income statement;

« the consolidated statement of comprehensive incorne;

- the consofidated and parent company statements of changes in equity,;
- the cansalidated and parent cormpany balance sheets;

- the consolidoted cash flow stotement;

« the related Notes 1 to 27 for the consolidated financial staterments; and

» the related Notes C1 to C10 far the parent comparty.

The financial reporting framework that hos been applied in the preparation of the Group financial statements is applicable law end United Kingdom adopted international
accounting standards. The financial reporting framework that has been applied in the preparation of the parent company financial statements is applicable law and
United Kingdom Accounting Standards, including FRS 101 *Reduced Disclosure Framework” (United Kingdom Generally Accepted Accounting Practice).

2. Basis for opinion

We conducted our audit in accerdance with International Standards on Auditing (UK) (15As (UK)) and applicable law. Our responsibilities under those standards are
further described in the ouditor's responsibilities for the cudit of the financial stotements section of our report.

We are independent of the Group and the parent company in accordance with the ethical requirements that are relevant to our audit of the financial statements in
the UK, including the Financial Reporting Council's (the 'FRC's') Ethical Standard as opplied to listed public interest entities, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. The non-oudit services provided to the Group and parent company for the year are disclosed in Note 5 to the
financial statements.

We confirm that we have not provided any non-audit services prohibited by the FRC's Ethicel Standard to the Group or the parent company.

We believe that the qudit evidence we have obtained is sufficient ond appropriate to provide o basis for our opinion.
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3. Summary of our audit approach

Key audit matters The key audit matters that we identified in the current year were:
- overstatement of revenue througheut inappropriote cut-off in the IMI Criticol Engineering division; and
- valuation of inventory,
Whilst we identified the clossification of adjusting items as an audit risk, we did not consider it a key audit matter in the current year.

Our key qudit matter in relation te inventory in the current year is in respect of the risk of valugtion, In the prior year cur inventory key
audit matter fecussed on the provision for excess and cbsolete inventory in the IMI Critical Engineering and IMI Precision Engineering
divisions. The broader scope in the current year in reflects the increase in the carrying value of inventory to £416.3 million (FY21:
£335.2 million).

Matericlity The matericlity that we used for the Group financial statements was £15.0 million (2021: £13.0 million) which was determined on the
basis of 5% of forecost pre-tax profit adjusted for restructuring costs.

Scoping Full scope audit weork wos performed on 3 (2021: 8) reporting components, and audits of specified balances and specified audit
procedures were undertaken on o further 45 (2021: 39) reporting components. These in-scope components account for 70% (2021:
73%) of Group revenue. Certain components are loss making, including those which are salely cost centres. When considering the
absolute value of each component's profit or loss for the period, the in-scope components accounted for 76% (2021: 77%) of total
pre-tax absolute results,

4. Conclusions relating to going concern

In auditing the financia! statements, we have concluded that the directors' use of the going concern basis of accounting in the preparation of the financial statements
is appropriate,

Our evcluction of the directors’ assessment of the Group's and parent company’s ability to centinue to adopt the going concern basis of accounting included:

+ obtaining an understanding of the Greup's financing facilities including the nature of facilities, repayment terms, covenants and expected renewal of
financing arrangements;

- challenging the assumptions used in the Board approved forecasts by reference to historical performance and other supporting evidence such as market data;

+ recalculating the ameunt of headroom in the forecasts (in liquidity terms and against the relevant covenont limits);

+ assessing the appropriateness of the sensitivity analysis and reverse stress tests performed by management; and

- assessing the appropriateness of the disclosures made by management.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or collectively, may cast

significant doubt on the Group's and parent company's ability to continue as a geing concern for a period of at least twelve months from when the financial statements
are authorised for issue.

In relation to the reporting on how the Group has applied the UK Corporate Governance Code, we have nothing material to add cr draw attention to in relation to the
directors’ statement in the financial statements about whether the directors considered it appropriate to adopt the going concern basis of accounting.

Cur responsibilities and the respensibilities of the directors with respect to geing concern are described in the relevant sections of this report.
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Independent Auditor's Report
to the Members of IM! plc

5. Key audit matters

Key audit matters are those matters that, in our professional judgement, were of rmost significance in our audit of the financial statements of the current period and
include the most significant assessed risks of material misstatement (whether or not due to froud) that we identified. These matters included those which had the
greatest effect on: the overall audit strategy, the allocation of resources in the cudit; and directing the efforts of the engagement team.

These matrers were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate

opinion on these matters.

5.1. Overstatement of revenue through inappropriate cut-off in the IMI Critical Engineering division

Key audit matter The Group recognised revenue of £2 049 million {FY21: £1,866 million}, principally through the prevision of goods and services accounted for
description under IFRS 15, os described in the Audit Committee Report and Note 2¢ to the financial stotements.
We hove performed a risk assessment of the Group's revenue streams te understand the revenue cycles across each business. We identified
a key audit matter in relation to the risk, due to either fraud or error, of inappropriate cut-off of revenue in the IMI Critical Engineering
division {see Note 4) owing to the fact that more revenue is generated in December as compared to other months in the year.
How the scope of our  We have performed the following procedures to address this key cudit matter:
audit responded to . . fh Fieally add h o
the key audit matter - obtained an understanding of the relevant controls over revenue, and controls that specifically address the cut-off risk;
. ossessed the level of credit notes and statutory adjustments raised post year-end (both in FY22 and FY23 to date) to look for evidence of
significant reversatls of revenue in the subsequent period; and
- tested a sumple of transactions around the year end to assess whether revenue was being recognised in the correct period.
Key observations We consider the year-end cut-off of revenue recognised in the IMI Critical Engineering division is appropriate.

5.2. Inventory valuation

Key audit matter
description

The Group's inventory balance as at 31 December 2022 was £416.3 million (FY21: £335.2 million). As described in the Financial Review on
page 35 the Group has increased inventories to maintain service levels to customers in light of supply chain challenges. Inventory valuation is
considered @ significant accounting matter by the Audit Comimittee on poge 116

As such, we have identified a key audit matter to focus on the inventory valuation risk, including: consideration of the provision for excess or
obsolete (E&Q) inventory; judgements relating to the manufacturing costs of inventory and overhead absorption; and physical verification
of inventory.

As disclosed in Note 15, the provision for E&Q inventory as at 31 December 2022 was £52.5 million (FY21: £46.2 million). The Group's
provision policy for E&Q inventory is determined by considering expected usage levels of inventory, based on historical sales, as well as
forward looking judgements such as forecast soles associated with new products. Where local management judgement is applied, Group
level review and approval is required,

Judgement is applied to the cost of inventeries, in order to accurately reflect the manufacturing costs incurred in bringing them to their
current condition and location. The manufacturing cost primarily relate to the assessment of direct labour costs incurred, manufacturing
overheads to be absorbed and other relevant production costs.

How the scope of our
audit responded to
the key audit matter

We have performed the following procedures to address this key audit matter:
+ obtained an understanding of the relevant controls relating to the E&D provision;

- challenged the assumptions underpinning the judgements applied in determining the E&O provision, and assessed whether the policy
is being applied consistently across the Group;

+ challenged the key assumptions concerning overhead absorption by assessing the appropriateness of absorbed costs against the
requirements of 1AS 2; and

« attended physical inventory counts at 24 locations to test, on a sample basis, the existence of inventory and assess for any indicators
of impairment,

Key observations

Based on our procedures performed, we are satisfied that the carrying value of inventory as at 31 December 2022 is appropriate.
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6. Our application of materiality

6.1, Materiality

We define materiality as the maognitude of misstatement in the financial statements that makes it probable that the ecanoric decisions of a reasonably knowledgeable
person would be changed or influenced. We use materiality both in planning the scope of our audit work and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Group financial statements

Parent company financial statements

Materiality £15.0 million (2021: £13.0 million)

£10.6 million (2021: £10.9 millien)

Basis for determining 5% of forecast pre-tax profit adjusted for restructuring costs
materiality (2021: same).

2% of net assets (2021: same).

Rationale for the Profit before tax is a key metric for users of the financicl
benchmark applied statements and reflects the way business performance is reported
and assessed by external users of the financial statements.

The Group has incurred significant restructuring costs as an
adjusting item therefore we believe it is appropriate to adjust for
these caosts in determining an appropriate level of materiolity.

The parent company dees not generate external sales therefore we
have determined net assets to be the appropriate basis.

PBT odjusted for restructuring costs
W Group materiolity

PBT adjusted for
restructuring costs £311m -

6.2. Performance materiality

— — - - Group materiality £15m

 Compenent materiality range
£3mto £9m

Audit Comrnittee reporting
threshold £0.50m

We set performance materiality at a level lower than matericlity to reduce the probability thot, in aggregate, uncorrected and undetected misstatements exceed the

materiality for the financial statements as a whele.

Group financial statements

Parent company financial statements

Performance 70% (2021: 70%) of Group materiality 70% ¢2021: 70%) of parent company materiality
materiality
Basis and rationale In determining performance materiality for the Group and parent company, we censidered the following factors:

for determining

performance + the control environment in place dcross the Group;

materiality « the level of oversight at both a Group and divisional level over the local entity financial reporting processes;

» the low level of corrected and uncorrected misstatements identified in the prior year audit; and

+ the stability and experience of key management personnel in senior roles at Group and divisional levels,

6.3. Error reporting threshoid

We agreed with the Audit Cornmittee that we weuld report to the Committee all audit differences in excess of £500,000 (2021: £260,000), as well as differences below
thet threshold that, in eur view, warranted reporting on gualitative grounds. We clso report to the Audit Committee on disclosure matters that we identified when

assessing the overall presentation of the financial statements.
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Independent Auditor's Report
to the Members of IMI plc

7. An overview of the scope of our audit

7.1. identification and scoping of components

The Group operates in over 50 locations across the world. Qur Group audit was scoped by obtaining an understanding of the Group and its environment, including
Group-wide controls, and assessing the risks of material misstatement ot the Group and component level.

Based on that assessment, we focused our Group audit scope across all three divisions: IMI Critical Engineering, IMI Precision Engineering and IM! Hydronic Engineering.

These three divisicns comprise of many individual reporting components, which represent the lowest level at which manegement prepares financial information that
is included in the Financial Statements. The parent company is located in the UK and is audited directly by the Group audit team.

We have considered reporting components based on their contribution to Group revenve and profit, as well as qualitative considerctions such o5 results of recent internal
audit reviews undertaken by the Group Assurance function, and an understanding of any recent or projected restructuring or relocation activities in specific locations.

Full scope audit work was completed on 3 (2022: 8} components and audits of specified balances or specified audit procedures were undertaken ot o further 45 (2022: 39)
components. Each reporting cornponent in scope was subject to an audit moteriglity level between £3 million {2022: £2million) and £9 million (2022: £6 million).

These in-scope components account for 70% (2021: 73%) of Group revenue. Certain components are loss making, including those which are solely cost centres. When
considering the abselute value of each component's profit or loss for the period, the in-scope components accounted far 76% (2021: 77%) of total pre-tux absolute
results. At o Group level, further substantive audit work was performed over the consolidation and analytical review procedures were performed over all components
not in scope.

Revenue Pre-tax absolute results

30% Review at Group level . 7% 249 Raview at Group level . 3%
Full audit scope Full audit scope

63% 73%

Specified audit procedures Specified audit procedures

7.2. Our consideration of the control environment

The Group uses a number of different IT systems across the reporting compenents and we worked with our IT specialists to obtain un understanding of the general IT
cantrols for relevant systems, Follawing this, we focused our testing on the three care financial IT systems that underpin the three divisions and which the majerity of
antities either utilise or plan to migrate to in the future.

QOur approach was principally designed to inform aur risk assessment and, as such, we obtained an understanding of relevant IT controls and tested the operating
effectiveness of general IT controls across the three core systems. During the year management remedigted control deficiencies identified in the prior yeor.

In regard to the unauthorised access to the IT systems reported in the Strategic report on page 90, we evaluated the significance of the breach and the impact on
our audit approach.

Given the disoggregated nature of the Group, we ¢ontinue to adopt a largely substantive audit approach.
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7.3. Our consideration of climate-related risks
In planning our audit, we have considered the potentialimpact of climate change on the Group's business and its financial statements.

As noted on page B8 the Group has assessed the risk and opportunities refevant to climate change and whilst the Group has not identified a separate principal risk
in relation to the potential risk of climate change, it is incerporated into several existing principal risks.

We have obtained menagement's climate-related risk assessment and held discussions with those charged with governance to understand the process of identifying
climate-related risks, the determination of mitigating actions and the impact on the Group's financial statements, Whilst the directors have acknowledged the risks
posed by climate change, they have assessed that climate change does not represent a key source of estimation uncertainty in the financial statemnents as at 31
December 2022.

We perfermed our own qualitative risk assessment of the potential impact of climate ¢change on the Group's occount balances and classes of transactions and did
not identify any additional risks of material misstatement. Our procedures included reading disclosures included in the Strategic Report to consider whether they
are materially consistent with the financial statements and our knowledge obtained in the audit.

7.4. Working with other auditors

The audit work on all components was performed by Deloitte member firms. The component work was performed under the direction and supervision of the Group
audit team.

The extent of our involvement which cemmenced from the planning phase included:
- setting the scope of the work to be performed by the component auditors and assessment of their independence;

- designing the cudit procedures for cll significant risks to be addressed by the compenent auditors and issuing Group audit instructions detailing the nature and form
of the reporting required by the Group engagement team;

+ hosting a webinar for all component auditors at the planning stage of the audit to highlight key aspects of the gudit instructions and expectations of the Graup
audit team;

- providing direction on instructicns specific to individual components during visits by senior members of the Group audit team to 10 sites during the year;
« providing direction on enguiries made by the component ouditors through online and telephone conversations;
- attendance ¢t audit planning and close calls at components selected through a risk-based approach; and

« a risk-based approach to the review of specific component auditors’ engagement files by senior members of the Group engagement tearm.
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Independent Auditor’'s Report
to the Members of 1Ml plc

8. Other information

The other information comprises the information included in the annual report other than the financial staternents and our auditor’s report thereon. The directors are
responsible for the other information contained within the annual report.

CQur opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any
form of assurance conclusion thereon.

Qur responsibility is to read the other information and, in deing so, consider whether the other information is materially inconsistent with the financial statements or cur
knowledge obtained in the course of the audit, or otherwise appecrs to be materially misstoted.

If we identify such material inconsistencies or apparent material misstatements, we are required to determine whether this gives rise to a material misstatement in the
financial statements themselves. If, based cn the work we have perforrmed, we conclude that there is a material misstaternent of this other information, we are required
to repeort that fact.

We have nothing to repert in this regard.

9. Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the preparation of the financial stoternents and for being satisfied
that they give a true and fair view, and for such internal control as the directors determine is necessary te enable the preparction of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directers are respensible for assessing the Group's and the parent company's akility to continue as a geing concern, disclosing
us applicable, matters related to going concern and using the going concern basis of accounting unless the directors either intend to liquidate the Group or the parent
campany or to cease aperations, or have no realistic alternative but to do so.

10. Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or
error, and tc issue an quditor's report that includes cur opinien. Reasoncble assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with [SAs (UK) will always detect o material misstatement when it exists,

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements,

A further description of our respensibilities for the audit of the fingncial statements is located on the FRC's website at; www.frc.org.uk/auditorsresponsibilities. This
description forms part of our auditor's report.
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11. Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our responsibilities, outlined above,
to detect material misstatements in respect of irregularities, including fraud. The extent to which our precedures are capable of detecting irregularities, including fraud
is detailed below.

11.1. Identifying and assessing potential risks reloted to irregularities

In identifying and assessing risks of material misstatement in respect of irreyulur ilies, including fraud and nen-compliance with laws and regulations, we considered
the following:

« the nature of the industry and sector, control environment and business performance including the design of the Group’s remuneration policies, key drivers for directors’
remuneration, bonus levels and performance targets;

» results of our enquiries of management, Group Assurance, and the Audit Committee about their own identification and assessment of the risks of irregularities;
» any matters we identified, having obtained and reviewed the Group's documentation of their policies and procedures relating to:

- identifying, evoluating and compiying with laws and regulations and whether they were aware of any instances of non-compliance;

- detecting and responding to the risks of fraud and whether they have knowledge of any actual, suspected or alleged fraud; and

- the internal controls established to mitigate risks of fraud or nan-compliance with laws and regulations.

- the matters discussed among the audit engagement team including significant component audit teams and relevant internal specialists, including tax, valuatiens,
pensions, and IT specialists regarding hew and where fraud might occur in the financicl statements and any potential indicaters of fraud.

As @ result of these procedures, we considered the opportunities and incentives that may exist within the organisation for fraud and identified the greatest potential
for fraud in the following areas: overstatement of revenue through inappropriate cut-off in the IMI Critical Engineering division and classification of adjusting items.
In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk of management override.

We clsc abtained an understanding of the legal and regulatory frameworks that the Group cperates in, focusing on provisions of those laws and regulations that had
a direct effect on the determingtion of material ameunts and disclosures in the financial statements. The key laws and regulations we considered in this context included
the UK Companies Act, the Listing Rules in the UK, pensions legislation and tax legislation in all relevant jurisdictions where the Group operates.

In addition, we considered provisions of other laws and regulations that do not have a direct effect on the financial statements but compliance with which may be
fundamental te the Group's ability to operate or to avoid a material penalty.

11.2. Audit response to risks identified

As a result of performing the above, we identified overstatement of revenue through inappropriate cut-off in the IM| Critical Engineering division as a key audit matter
related to the potential risk of fraud. The key audit matters section of cur report explcins the matter in more detail and also describes the specific procedures we
performed in response to the key qudit matter.

In addition to the above, our procedures to respond to the risks identified included the following:

« reviewing the financial statement disclosures and testing to supporting documentation to assess compliance with provisions of reevant lews and regulations
described as having a direct effect en the financial statements;

+ engquiring of management, the qudit committee and in-house legal counset concerning actual and potential litigation and claims;
+ performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material misstatement due to fraud;
« reading minutes of meetings of those charged with governance, reviewing internal audit reports and reviewing correspondence with HMRC;

« in addressing the risk of incorrect classification of adjusting items, reviewing the Group's policy for adjusting items, assessing the nature and guantum of the items
identified, and evaluating the appropriateness of the classification ageinst the Group's policy; and

« in addressing the risk of fraud through mancgement override of controls, testing the appropriateness of journal entries and other adjustments; assessing whether the
judgernents made in making accounting estimates are indicative of a potential bias; and evaluating the business rationale of any significant transactions that
are unusual or outside the normel course of business.

We clse communicated relevant identified laws and regulations and potential fraud risks to all engagement team members including component audit teems end
internal specialists, and remeined alert to any indications of fraud or non-compliance with laws and regulstions througheut the audit.
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Report on other legal and regulatory requirements

12. Opinions on other matters prescribed by the Companies Act 2006

In our opinion the part of the directors’ remuneration report to be audited has been properly prepared in accordance with the Companies Act 2006,
in our opinion, based on the work undertaken in the course of the audit:

- the informuation given in the Strotegic Report und the Directors' Report for the financial yeor for which the finoncia! stoterments ore prepared is consistent with the
financial statements; and

- the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal reguiremants.

In the light of the knowledge and understanding of the Group and the parent company and their environment obtained in the course of the audit, we have not
identified any material misstatements in the Strategic Report or the Directors' Report.

13. Corporote Governance Statement
The Listing Rules require us to revigw the directors’ statement in refation to geing concern, longer-term viability and that part of the Corporate Governance Statement
relating to the Group's compliance with the provisions of the UK Corporate Governance Code specified for our review.

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the Corporate Governance Statement is materiaily

consistent with the financial statements and our knowledge obtained during the audit:

« the directors’ statement with regards to the appropriateness of adopting the going concern basis of accounting and any material uncertainties identified set out
on page 95;

» the directors’ explanation as to its assessment of the Group’s prospects, the period this assessment covers and why the period is appropriate set out on page 94;
« the directors' statement on fair, balanced and understandable set out on page 149;

« the Board's confirmation that it hos carried out @ robust assessment of the emerging ond principal risks set out on page 88;

- the section of the Annua! Report that describes the review of effectiveness of risk management and internal control systems set out on page 86; and

- the section describing the work of the Audit Committee set cut on page 114.

14. Matters on which we are required to report by exception

14.1. Adequacy of explanations received and accounting records

Under the Companies Act 2006 we are required to repart to you if, in our opinion:

« we have not received all the information and expianations we require for aur audit; or

= adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received from branches not visitad by us; or

- the parent company financial statements care not in agreement with the accounting records and returns,

We have pothing to report in respect of these matters,

14.2, Directors' remuneration

Under the Companies Act 2006 we are olso required to report if in our opinion certain disclosures of directors' remuneration hove not been mode or the part of the
directors’ remuneration report to be oudited is not in agreement with the accounting records and returns.

We have nothing to report in respect of these matters.
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15. Other matters which we are required to address

15.1., Auditor tenure

Following the recommendation of the Audit Committee, we were appointed by the Board of Directors at the Annual General Meeting on 6 May 2621 to audit the
financial statements for the year ended 31 December 2021 and subsequent financial pericds. The peried of total uninterrupted engagement including previous
renewals and reappointments of the firm is two years, covering the year ended 31 Decernber 2022,

15.2. Consistency of the audit report with the additional report to the Audit Committee

Our audit opinicn is consistent with the additional report to the Audit Committee we are required to provide in accordance with iSAs (UK).

16. Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has been
undertaken so that we might state to the company’s members those matters we are required to state to them in an auditor’s report and for no other purpese. To the
fullest extent permitted by law, we do not accept or assume responsibility to unyone other than the company and the company’s members as a body, for cur audit work,
for this report, or for the cpinions we have formed.

As required by the Financial Conduct Autherity (FCA) Disclosure Guidance and Transparency Rule (DTR) 4.1.14R, these financial statements form part of the Eurcpean
Single Electronic Format (ESEF) prepared Arnual Financial Report filed on the National Storage Mechanism of the UK FCA in accordance with the ESEF Reguiatory
Technical Standard (ESEF RTS). This quditor's report provides no assurance aver whether the annual financial repert has been prepared using the single electronic
format specified in the ESEF RTS.

Dean Cook MA FCA
Senior statutery cuditor

For and on behalf of Deloitte LLP, Statutory Auditor
London, United Kingdom
3 March 2023



Consolidated income statement
For the year ended 31 December 2022

IMI plc Annual Report & Accounts 2022

,,,,, o ... e B
Adjusting Adjusting
Adjusted items Statutory Adjusted items Statutary
{Note 3) J {Note 3)
Netes Em £m Em | £m £m £m
I

Revenue 4 2,049 2,049 1,866 1,866

Cost of sales L ~ €1,110.9) (1.2y (1,112.1) (10043 (03 (L0048)

Gross profit 938.1 (1.2) 936.9 \ B61.7 (0.3) 861.4

Netoperatingcosts 5 (G743 (Gh4) 6387y (3436) 678 (6109)

Operating profit 363.8 {65.6) 298.2 r 318.1 (67.4) 250.5

Financial income 8 4.6 46’ 2.4 24

Financial expense 8 (23.8) (23.8) [ (14.5% (14.5%

Gains on instruments measured at fair value through profit or loss (Note 1) 4.9 4.9 52 5.2

Net financial income relating to defined benefit pension schemes w s sl a0 10

Netfinoncial (expense)/incorme @n Tas ey a5z 69

Profit before tax 346.1 (60.7) 285.4 307.0 (62.4) 244.6

Taxation e _Bn s AT L4 0 131 483

Profiteftertex  _  _ _ _ _  _ __ _ _ _ . 24 @ @&l 2263 | 2456 (493 1963
Earnings per share 7

Basic - from profit for the year B81.4p 73.5p

Diluted - from profit for the yeor 87.2p l 7320

All activities relgte to continuing operations and gre all gttributable to the owners of the Company.
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Consolidated statement of comprehensive income

For the year ended 31 December 2022

2022 2021
Nates Em £m £m £m
Profit for the year 226.3 196.3
{tems that will not subsequently be reclassified to profit and loss
Re-measurement (loss}/gain on defined benefit plans 14 (82.7) 70.9
Related taxation effect 9 20.4 (18.4)
Effect of taxation rote change on previously recognised items 9 - 158
_ - ) . 7 ] . @n| _ _e83
Items that may be reclassified to profit and loss ‘\
{Loss)/gain arising an hedging instruments designated in hedges of the |
net assets in foreign operation 17 (7.5) 200
Gain/(loss) on exchange differences on translation of foreign operations net of funding revaluations 409 (33.8)
Gain on exchange differences reclassified to income statement on disposal of operctions 0.6 0.1
Related tax (charge)/credit on items that may subsequently be reciassified to profit and loss 9 0.3) 12 i
____ T 7 T T ' o ) ) _7_' 337 ) . 12.5)
Other camprehensive (loss)/income for the year, net of taxation (28.6) 558
Total comprehensive income for the year, net of taxation o S 192.7 . _ 2521
Attributable te: !
Equity holders of the parent 197.7 2521
L) L] -
Consolidated statement of changes in equity
For the year ended 31 December 2022
Share Capital  Translation
Share premium  redemption reserve Retained Tatal
capital account reserve earnings equity
Notes £m £m £m £m £m £m
Asat 1 January 2021 818 14.3 174.4 22.46 506.4 7995
Profit for the year 1963 196.3
Other comprehensive (expense)/income excluding related taxation effect {13.7) 70.9 57.2
Related taxotion effect 7 _ B _ _ 12 L) N O8]
Total comprehensive (expense)/income (12.5) 264.6 2521
Issue of share capital 22 - 0.9 0.9
Dividends paid 10 (61.8) (61.8)
Share-based payments (net of tax) & 15.0 15.0
Cancellation of Treasury shares 22 3.2 32 -
Shares gequired for:
employee share scheme trust (26.6) (26.6)
share buyback programme (200.0) (200.0)
Asat 3] December 2021 ) ] } 786 15.2 1776 101 497.6 7791
Changes in equity in 2022
Profit for the year 2263 226.3
Other comprehensive income/{expense) excluding related taxation effect 34.0 (82,7 (48.7)
EelatEd taxation effect _ (0.3) 20,4 20.1ﬁ
Total comprehensive income 33.7 164.0 197.7
Issue of share capital 22 - 1.2 1.2
Dividends paid 10 (62.2) (62.2)
Share-hased payments (net of tax) [ 2.8 9.8
Shares acquired for:
employee share scheme trust (20.0) (20.0)
As at 31 December 2022 B 78.6 16.4 177.6 43.8 589.2 905.6
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Consolidated balance sheet
At 31 December 2022

i

2022 | 2021
Notes £m ! £m
Assets {
Goodwill 11 7337 | 533.6
Qther intangible assets 11 2705 | 2345
Property, plont and eguipment 12 299.2 [ 267.7
Righz of use assets 13 107.0 915
Emplayee benefit assets 14 285 129.0
Deferred tox assets @ 24.5 | 3.7
Other receivables e _2.6 l 19
Yotalnon-cumrentassets T "T T T T TTT T T TT T T T T T RMee0 | T1a9in
Inventaries 15 416.3 | 338.2
Trade and other receivables 15 484.9 } 4140
Derivative financicl assets 17 15.7 | 16.0
Current tax 24 14.2
\nvestments 17 20 29
Cash end cosh equivalents - I Al?'g_'l[,, 946
Totdleumentamets T T T T T ST T e osse | 6709
Totolassets T T T T T T T T T T igiest s
Liabilities !
Trade and other payables 21 6377 @0
Bank overdraft 19 (93.8) | (65.5)
Interest-bearing loans and barrowings 19 aso.x},  1z27m
Lease liabilities 13 (25,8} | (23.9)
Provisions 20 21.2)| (38.1)
Current tax (70.1)] {66.0)
Derivative financial lhabilities R ﬁ_ﬁi(_;li.g)_*“ _ (63
Totolcomentabiies. T T T T T T T T T m Tt Ty g
Interest-bearing loans and borrowings 19 (595.4) | (430.3)
Lease liabilities 13 79.9) | (70.0)
Employee benefit obligations 14 474 } (66.5)
Provisions 20 (15.3) | {18.3)
Deferred tax liabilities g (47.9) ‘ (70.2)
Otherpayables oA 6965
Total non-current liabilities ) (795.8) | (661.8)
o < T O T Y))
Netossets """ """ T T T wssl 979
Share capital 22 784 [ 78.4
Share premium 16.4 [ 15.2
Other reserves 2214 | 187.7
Retained earnings 589.2 | 497.4
Totalequity T T T T T T T T T T T T T T T T s T 1790

Aporoved by the Board of Oirectors on 2 March 2023 and signed on its behalf by:

Lord Smith of Kelvin
Chair
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Consolidated statement of cash flows
For the vear ended 31 December 2022

2022 J 2021
Notes £m | £m
Cash flows from operating activities |
Operating profit for the year 298.2 ! 250.5
Adjustments for: I
Depreciation and amortisation 11,12,13 1222 99.5
(Reversal of impairment)/impairment of property, plant and equipment and intangible assets 11,12,13 (1.6)%L 5.5
Loss on dispasal of sihsidiaries 24 4.8 38
Loss/(profit) on sale of property, plant and equipment 12 17’ (1.3)
Equity-settled share-bosed payment expense 6 11.7 ! 12.0
Increase in inventories 15 (47.6) (37.3)
Increase in trode and other receivables 16 (38.8) {44.0)
Increase in trude and other payables 21 1.3 307
Decrease in provisions (Note 1) 20 (16.0). (12
Increase in employee benefits (Note 1) 14 22, 3.0
Settlement of transoctional derivatives _ B 17 (2.3)j 59
Cash generated from operations 3358 | 3271
Income taxes paid 9 (48.6) (50.9)
Cash generated from operations after tax 287.2 276.2
Additional pepsion scheme funding 14 (3.5) (7.0)
Net cash from operating activities - o o . - 283.7 269.2
Cash flows from investing activities
Interest received 8 4.6 2.4
Proceeds from sale of property, plant and equipment 12 29 4.6
Settlemnent of effective net investment hedge derivatives 17 6.3}, 205
Acquisitions of subsidiaries net of cash 23 (201.2)i (202.1)
Acquisition of property, plant and equipment and non-acquired intangibles 11,12 (71.3){ (57.5)
Proceeds from disposal of subsidiaries net of cash 24 (2.1) 0.1
Net cash from investing activities o o o ; L : (273.4) :7(723273)
Cash flows from financing activities
Interest paid - . -7 T g (23.8) (14.5)
Proceeds from shares issued frem employee shore scheme trust (Note 13 22 - 3.4
Shares acquired for employee share scheme trust {(Note 1) 22 (20.0) (30.0)
Share buyback programme including aequisition expenses 22 - (200.0)
Proceeds from the issue of share capital for employee share schemes 22 1.2 1.0
Drawdown of borrowings 19 2591 208.0
Repoyment of borrowings 1% (121.3) -
Principal elements of lease payments 13 (32.3) {30.0)
Dividends peid to equity shareholders 10 (62.2) 61.8)
_Net cash from finuﬁcin_g activities - N - o } ) h 0.7 | (123.?1
Net increcse/(decrease) in cash and cash equivalents 19 11.0 (86.7)
Cash and cash equivalents at the start of the year 19 29.1 i34.4
Effect of exchange rate fluctuations ©.9 (18.6)
Cash and cash e_qui!ulents at the end of the year ) _ o 39.2 ] 291
Reconciliation of cash and cash equivalents
Cash and cash equivalents 1330 Q4.6
Bank overdraft _(93.8) (655
Cash and cash equivalents at the end of the pef:iod } } j 39.2 29.1

Notes to the cash flow appear in Note 19.
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Notes to the consolidated financial statements

1. Basis of preparation

Introduction

Ml ple (the 'Company”) is a company incorporated and domiciled in the United
Kinadorm. The censolidated financial statements of the Company comprise

the Company and its subsidiaries {together referred to as the ‘Group’). The
Company financial statements present information about the Company as

a separate entity and not about the Group, The consolidated financial
stotements have been prepared in accordance with Intesnational Finoncial
Reparting Standards {IFRS) as adopted by the UK. The Company financial
statements have been prepared in accordance with International Accounting
Standards (IAS) in conformity with the requirements of the Companies Act 2006
as applied in accordance with section 408 of the Companies Act 2006 and these
are presented on pages 224 and 225. The financial statements were approved by
the Board of Directors on 2 March 2023,

Basis of accounting

The financigl statements are presented in Pounds Sterling {which is the Company’s
functional currency), rounded to the nearest hundred thousand, except revenues,
which are rounded to the nearest whale million. They are prepared on the historical
cast basis except far derivative finandial instruments; finencial assets classified

as fair value through profit ond loss or other comprehensive income; ossets ond
lickilities acquired through business combinaticns, which are stated at foir value
and retirement benefits. Non-¢urrent assets and liabilities held for sale are stoted
at the lower of their carrying amounts and their foir values less costs to sell.

The accounting policies described in the notes to the finapcicl stotements
have been applied consistently throughout the Group for the purpases of these
consolidated financial statements.

(i) New or amended UK Endorsed Actounting Standards
adopted by the Group during 2022

Noted below ore the amended and new International Financial Reporting
Standords which became effective for the Group as of 1 January 2022, none of
which have a material impact on the financial staterments:

» Amendments to IAS 16: Property, Plant and Equipment - proceeds before
intended use

+ Annual 'mpravements to IFRS Standards 2018-2020 (May 2020)
+ Amendments to IFRS 3 (May 2020): Reference to the Conceptual Framework

« Amendments to 1AS 27 {May 2020). Onercus Controcts - costs of fulfilling a
contract

(ii} New accounting standards in issue but not yet effective

New standards and intarpretations that are in issue but not yet effective are
listed below:

+ Amendments to IFRS 16: Covid-19 related rent concessions beyond 30
June 2071

- Amendments to IFRS 17: Insurance contracts
- Amendments to 'AS 1: Classification of liabilities as current or non-current

+ Amendments to 1AS 1: Classification of liabilities os current or non-current -
deferral of effective dote

+ Amendments to IFRS 4 Extension of the temporary exemption from
applying IFRS 9

« Arnendrmenits to |1AS 1 and IFRS proctice statement 2: Disclosure of
accounting policies

+ Amendments to [AS 12: Deferrad tax related to assets and liabilities arising from
a single transaction

« Amendments to IAS 8: Definition of dccounting estimates

« Amendrments to [FRS 17: Initia! application of IFRS 17 and IFRS @ -
Comparative Information

« Amendments to IFRS 16: Lease liability in ¢ sale and leaseback
The adoption of the above standards and interpretations is not expected to lead

to any changes to the Group's accounting policies or have any other material
impact on the financial position or performance of the Group.
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Going concern

Accounting standards require that directors satisfy themselves that it is reasonable
for them to conclude whether it is appropriate to prepare financial statements

on a going concern basis. The Group's business activities, together with the foctors
likely to affect ts business development, performance and position are set aut

in the Strategic Report. Principal risks are detailed on pages 88 to 93. The financial
position of the Group, its cash flows, liquidity pesition and borrowing facilities

are described in these finoncial statements. In addition, Note 18 includes the
Group's objectives, policies and processes for munaging its capital; its financial

risk management objectives; details of its financial instruments and hedging
activities; and its exposures to credit risk and liquidity risk. Note 14 to the financia!
statements addresses the management of the funding risks of the Group's employee
benefit obligations.

After making enquiries, the directors have a reasonable expectation that the
Company and the Group have adeguate resources to continue in operational
existence for the foreseeable future and for a period of at least twelve months
foliowing the approval of the Annual Report & Accounts. Accordingly, they continue
to adopt the going concern basis in preparing the financial statements.

The directors have considered the current macroeconomic conditions. The Group

is well diversified and maintains a balanced portfolic operating across a range of
markets, sectors and geographies with no single dependency. Performance in each
of IMl's three divisions has been robust during the year.

Across the Group, supply chain disruptions have been well managed and alternative
suppliers or contingency stocks hove addressed the few instances of part shortages.

During this period of uncertainty, the Group continues to maintain a robust financial
position. At 31 December 2022, the group had cash gnd cash equivalents of £39.2m
and undrawn committed facilities of £200m in the form of Revolving Credit Facilities
(RCF), of which £110m is due for renewal in 2023 (£50m already renewed in
February 2023), £84m in 2024 and £6m in 2025. Forecasts indicate that the Group
can opergte within the level of facilities in place without the need to obtain any new
facilities in the twelve-month period foliowing the approval of the Annual Report

& Accounts.

The directors have assessed the viability of the Group (page 94) and reviewed
detailed cash flow forecasts for a period of at least twelve months following the
date of approval of the Annual Report & Accounts. After applying a reverse stress
test on the Group's banking covenants and making comparisons to the detailed
forecasts, the directors have a regsonable expectation that the financial
headroom will not be exhausted during this pericd.

Covenant compliance reviews are undertaken to ensure that the Group remains fully
within the covenant limits. Funding covenants currantly require EBITDA to be na less
thon 4.0 times interest and net debt to be no more than 3.0 times EBITDA. Those
covenant ratios, at 31 December 2022, were 23.8 times and 1.8 times, respectively.

A reverse stress test shows that for there to be a breach of covenants during the
twelve-month period following the approval of the Annual Report & Accounts,
forecast revenue would need to fall by 23% and forecast EBITDA by 39% after
taking into account the mitigating actions that would be undertaken in these
circymstances. The mitigating actions include, but are not fimited to, reducing
working capital, restricting capital expenditure, reducing overhead spend and
employee costs, cutting or suspending dividend payments to shareholders.

Re-presentations

The following re-presentations have been included in the following financial
statements in the current year and as a result, 2021 comparatives have been
re-presented accordingly:

Consolidated income stotement

"Net financial income/{expense) relating to financiol instruments’ which was
previously recorded within ‘Financial income’ or 'Financial expense’ is now disclosed
os 'Gains/{losses) on instruments measured at fair value through profit or loss'
Prior year comparatives have been re-presented.

Consolidated statement of cash flows

The 'Increase/(decrease) in provisions and employee benefits’ within ‘Cash flows
from operating activities' are now disclosed separately as ‘Increase/{decrease) in
provisions' and 'Increase/(decrease) in emplovee benefits. Priar year comparatives
have been re-presented.

The ‘Proceeds/(expenditure) for shares acquired for employee share scheme trust’
within 'Cash flows from financing activities’ is now split into ‘Proceeds from shares
issued from employee share scheme trust and 'Shares acquired for employee share
scherne trust’ Prior year comparatives have been re-presented.
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2. Significant accounting policies

Where appropriate, the significant occounting policies are presented in the note to which it opplies to aid the reader's understanding of their application. Set out below

are the significant accounting policies which do not have a specific note.

A. Subsidiaries

The Group financial staternents consolidate the financial statements of IM[ pic
and the entities it controls (its subsidiaries) for the year to 31 Decermber 2022,

The Group has no significant interests which are accounted for os associates or
joint ventures.

Subsidiaries are consolidated from the dote of their acquisition, being the date on

which the Group obtains contral, and continue to be consolidated until the date

that such controfl ceases. Control comprises the power to govern the financial and

operating policies of the investee so as to obtain benefit from its activities and is

achieved through direct or indirect swnership of voting rights, currently exercisoble or

corvertible potential voting rights or by way of contractual agreement. The financial

statements of subsidiaries used in the preparation of the consclidated financial

statements are prepared for the same reporting yeor as the parent company and are

bosed on consistent accounting policies, All intragroup balances and transactions,

including unrealised profits arising from them, are eliminated in full.

A change in the ownership interest of g subsidiory, without loss of control,

is accounted for as an equity transaction. If the Group lases contral over a

subsidiary, it

= derecognises the assets {including any goadwill relating to the subsidiary) and
liabiiities of the subsidiary;

- derecognises the carrying omount of any non-controlling interest;

- derecognises the cumulative transiation differences recarded in equity;
+ recognises the fair value of the consideration received:

« recognises the fair volue of any investment retgined;

+ recagnises any surplus or deficit in profit or logs; and

+ raclassifies the parent's share of components previously recognised in other
comprehensive income to profit or loss or retained earnings, as appropriate,

Taxation on the above accounting entries would also be recognised,
where applicable.

B. Use of critical judgements and key sources of
estimation uncertainty

The preparation of financial statements requires management to make
judgements, estimotes ond gssumptions that offect the opplication of accounting
policies and the reparted amounts of assets, fiabilities, fncome and expenses.
Actual results may differ from these estimates.

i. Criticol judgements

The critical judgements are the selection of the Alternative Performance Measures
ond lease term determination disclosed in Notes 3 and 13 respectively.

ii. Key sources of estimation uncertainty

The Group bases its ussumptions and estirnates on infermation available

when the consolidated financial statements are prepared. Maorket changes

or circumstances arising beyond the control of the Group are reflected in the
assumptions and estimates when they occur. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future
periods offected. The key assumptions concerning the future, and other key
sources of estimation uncertainty at the reporting period that may have g
significant risk of cousing o materiol cdjustment to the carrying amounts of
assets and liabilities within the next financial year, are disclased in Naote 14
‘Retirement benefits’,

iii. Changes in critical judgements and key sources of
estimation uncertainty

Management haos reassessed the critical judgements and key sources of
estimation uncertainty presented in the 2021 Annuol Report & Accounts ond
canduded that, in the current year, no changes are required in the cansideration
of what constitutes key judgements and estimates.

C. Revenue recognition

Revenue is recognised when obligations under the terms of a contract with our
customer are satisfied. This generally occurs when the goods are transferred,

or the services are provided, to our customer. Revenue is meosured os the

amount of cansideration we expect to receive in exchange for transferring goods
or praviding services. Sales and other taxes collacted from customers are exciuded
from revenue. The nature of the equiprment, valve and other contracts into which
the Group enters means thot:

- the contracts usually contain distinct performance obligations, each of which
tronsfers control of the goods to the custorner. Where such distinct performance
obligations are present, revenue is recognised on each element in accardance
with the poflicy on the sale of goods; and

» the service element of the contract is usually insignificant in relation to the total
contract value and is often provided on a short-term ar cne-off basis. Where this
is the case, revenue is recognised when the service is complete.

As a rasult of the above, the significant majority of the Group's revenue is
recognised on a sale of goeds basis. Each of the divisional revenue streams

set out in Note 4 can consist of the soie of goads, the provision of services or

a combination of the two. The specific rmethods used to recognise the different
forms of revenue sarned by the Group are set out beiow:

i. Sale of goods

Revenue from the sale of goods is recagnised in the income statement net of
returns, trade discounts ond volume rebates when control hos been transferred
to our customer. No revenue is recognised where recovery of the consideration
fs not probable or there are significant uncertainties regarding ossociated costs,
or the possible return of goods.

In iMI Hydronic, the amount of consideration received and the revenue recognised
varies in line with discounts and promotions offered to our customers and

their customers. The level of estimation uncertainty associoted with variable
tonsideration is minirnal, as discounts and rebates are accounted for ut the point
of sale and adjusted as requited at each financial year end.

The timing of the transfer of control to cur customer varies depending on the
nature of the products sold and the individual terms of the controct of sale. Soles
mads under internationally accepted trade terms, incoterms 2020, are recagniised
as revenue when the Group has campleted the primary duties reguired to transfer
control os defined by the International Chamber of Commerce Official Rules

for the Interpretotion of Trode Terms. Soles made outside Incoterms 2020 cre
generally recognised on delivery to the customer. in imited instances, a customer
may request that the Group retains physical possession of an asset for a period
after control has been tronsferred to the customer. In these circumstances, the
Group provides this storage as a service to the customer and therefore revenue

is recognised prior to delivery of the asset.
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ii. Rendering of services

Servicing relates to repairs and maintenance activity that is completed at our
customer sites within our installed base. Revenue from the rendering of services is
usually insignificant in relation to the totol contract value and is generally provided
onh o short-term or one-off basis. Accordingly, revenue is usually recognised when
the service is complete,

Where this is not the case, revenue from services rendered is recognised in
proportion to the stage of completion of the service ot the balance sheet date.

The stage of completion is assessed by reference to the contractual performance
obligations with each separate customer and the costs incurred on the contract
to date in comparison 1o the total forecast costs of the contract. Revenue
recognition commences only when the outcome of the contract can be reliably
measured. Installation fees are similarly recognised by reference to the stage of
completion on the instollation unless they are incidental to the sale of the goods,
in which case they are recognised when the goods are sold.

jii. Combined services and goods

When a transaction combines a supply of goads with the provision of a significant
service, distinct perfermance obligations are identified and recognised in line with
the applicable pelicy. Revenue from a service that is incidenta to the supply of
goods is recognised at the same time as the revenue from the supply of goods.

D. Foreign currencies

i. Foreign currency transactions

Monetary assets and liabilities denorinated in foreign currencies have been
translated into sterling ot the rates of exchange ruling at the balance sheet date.
Foreign exchange differences arising on translating transactions at the exchange
rate ruling on the transaction date are reflected in the income stotement. Non-
monetary assets and ligbilities thot are measured at historical cost in a foreign
currency are translated using the exchange rates at the dote of the transaction.
Non-monetary assets and liabilities denominated in foreign currencies that are
stated at fair value are translated inte sterling at foreign exchange rates ruling
at the balance sheet daote.

ii. Foreign operations

The income statements of overseas subsidiary undertakings are translated at the
apprepriate average rate of exchange for the year and the adjustment to year
end rates is taken directly to reserves.

The assets and liabilities of foreign operations, including goodwill and fair value
adjustments arising on acquisition, are translated at foreign exchange rates ruling
at the balance sheet date.

Foreign exchange differences arising on retranslation are recognised directly
as a separate component of equity. Since 1 January 2004, the Group's date
of transition to IFRS, such differences have been recognised in the translation
reserve. When a foreign operation is dispesed of, in port or in full, the relevant
amount in the translation reserve is transferred to profit or loss.

E. Financial instruments and fair value hedging

Fingncial instruments are initially recorded at fair valve plus directly attributable
transoction costs unless the instrument is a derivative not designated as o hedge
{see below). Subsequent measurement depends on the designation

of the instrument, which follows the categories in IFRS 9:

« short-term borrowings anc overdrafts are classified as financial liabilities at
amortised cost;

« derivatives, comprising interest rate swaps, foreign exchange contracts and
aptions, metals futures contracts and eny embedded derivatives, are classified
as 'fair value through profit or less’ under IFRS 9, unless designated as hedges.
Derivatives not designated as hedges are initially recognised ot fair volue;
attributable transaction costs are recognised in profit or loss when incurred.
Subsequent to initial recognition, changes in foir valve of such derivatives
and gains cr losses on their settlement are recognised in net financial income
or expense;

long-term loans and other interest bearing borrowings are generally held at
amortised cost using the effective interest rate method. Where the long-term
loan is hedged, generally by an interest rate swap, and the hedge is regarded as
effective, the carrying value of the long-term loan is adjusted for changes in fair
value of the hedge;

« trade receivables are stated at cost as reduced by appropriate impairment
allowances for expected irrecoverable amounts;

+ trade payables are stated at cost;

. financial assets and liabilities are recognised on the balance sheet only when the
Group becomes a party to the contractual provisions of the instrument; and

« fair value through other comprehensive income (FVTOCI) financial instruments
are carried at fair velue with gains and losses being recognised in equity, and
represent investments.

i. Derecognition of financiol instruments

The Group derecognises a financial asset anly when the contractual rights to

the cash flows from the asset expire, or when it transfers the financial asset and
substantially alf the risks and rewards of cwnership of the asset to another entity.
If the Group neither transfers nor retains substanticlly all of the risks and rewards
of ownership and continues to control the trunsferred asset, the Greup recognises
its retained interest in the asset and an associated liability for amounts it

may have to pay. If the Group retains substantially all the risks and rewards

of ownership of a tronsferred financial asset, the Group continues to

recegnise the financial asset and also recognises a collateratised barrowing

for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference
between the asset's carrying amount end the sum of the consideration received
and receivable is recognised in profit or loss. In addition, on derecognition of an
investment in a debt instrument classified as FVTOCI, the cumulative gain or
loss previously accumulated in the investments revaluotion reserve is reclassified
to profit or loss. In contrast, on derecognition of an investment in an equity
instrument which the Group has elected on initial recognition to measure at
FVTOCI, the cumulative gain or loss previously accumulated in the investments
revalugtion reserve is not reclassified to profit or loss, but is transferred to
retoined earnings.

The Group derecognises financial liabilities when, and only when, the Group’s
obligations are discharged, cancelied or have expired. The difference between the
carrying amount of the financial liability derecognised and the consideration paid
and paycble is recognised in profit or loss.



2. Significant accounting policies (continued)

When the Group exchanges with the existing lender one debt instrument into
another ane, with substantially different terms, such exchange is accounted for
as an extinguishment of the original financial lability and the recognition of o
new financial liability. Similarly, the Group accounts for substantial modification
of terms of an existing liability or part of it as an extinguishment of the original
financial liability and the recognition of a new liability. It is assumed that the terms
ore substantiolly different if the discounted present value of the cash flows under
the new terms, including any fees poid net of any fees received and discounted
using the original effective interest rate is at least 10 per cent different from the
discounted present value af the remaining cash flows of the original financial
tiability. If the modification is not substantial, the difference between: {11 the
carrying amount of the liability before the maodification; ond (2) the present
value of the cash flows cfter modification is recognised in prafit or loss as the
madification gain or loss within other gains and losses.

ii. Derecognition of hedging arrangements

The Group discontinues hedge accounting anly when the hedging relationship

(or o part thereof) ceoses to meet the quolifying criterio (ofter reboloncing, if
applicable). This includes instances when the hedging instrument expires or is
sold, terminated or exercised. The discontinuation is accounted for prospectively.
Any gain or lass recognised in other comprehensive income and accumulated in
cash flow hedge reserve at that time remains in equity and is reclassified to profit
or foss when the forecast transaction accurs. When a forecast transaction is no
longer expected to occur, the gain or {oss accumulated in the cash fiow hedge
reserve is reclassified immediately to profit or loss.

F. Other hedging

i. Hedge of monetary assets and liabilities, financial commitments or
forecast transactions

Where a derivative finoncial instrument is used as an economic hedge of the
foreign exchange or metals commadity price exposure of a recognised monetary
asset or liability, financial commitment or forecast transaction, but does not meet
the criteria to qualify for hedge accounting under IFRS 9, no hedge accounting is
applied and any gain or loss resulting from changes in fair value of the hedging
instrument is recognised in net financial income or expense.

Where such a derivative is a formaily designated hedge of o forecast transaction
for accounting purposes, movernents in the value of the derivative are recognised
directly in cther comprehensive income to the extent the hedge is effective, The
Group ussesses the effectiveness of the hedge based on the expected foir value
of the amount to be received and the movement in the fair value of the derivative
designated as the hedge,

For segmental reporting purpeses, changes in the fair value of economic hedges
that are not designated hedges, which relate to current year trading, together
with the gains and losses on their settlement, are allocated to the operating profit
of the relevant business segment.

ii. Hedge of net investment in foreign operations

Where a foreign currency fiability or derivative financial instrument is o formatly
designated hedge of a net investment in a foreign operation, foreign exchange
differences arising on translation of the foreign currency liability or changes in the
fair value of the financial instrument. are recognised directly in equity via other
comprehensive income, to the extent the hedge is effective. The Group assesses
the effectiveness of its net investrment hedges based on foir value changes of its
net assets, including relevant goodwill desighated as foreign currency assets, and
the fair value changes of both the debt designated as a hedge and the relevant
finoncial instrument.

M1 plc Annual Report & Accounts 2022

G. Investments not held for trading

Investments that are designated as being not held for trading are initially
recognisad ot fair value. Subsequently, the fair value of the investment is
regssessed ot each balance sheet date with mavements in the fair value
recognised in other comprehensive income. In contrast, on derecognition of

an investment in an equity instrument which the Group has elected on initial
recognition fo measure at foir value through other comprehensive incorme, the
cumulative goin or loss previously accumulated in the investments revoluoction
reserve is not reclassified to profit or loss, but is transferred to retained earnings.

H. Discontinued operations

When the Group has assets and liabilities thaot have been sold in the year or

are likely to be sold rather than being held for continuing use, these assets and
liabilities are included in current assets and liabilities and dencted "held for

sale’ rather than in their usual categories. They are recognised at the lower of
carrying amount ond fair value less costs to sell. Impairment losses on the injtial
clossification of assets held for sale ore included in the inceme statement, even
for ossets measured ot fair value, o5 are impoirment losses on subsequent
rermeasurement and any reversal thereof. Once classified as held for sale,
assets are no longer depreciated or amortised.

if they represent a significant encugh proportion of the Group, they are alsa
trected os discontinued operations. A discontinued operatien is o component of
the Group's business that represents o seporote major line of business thot hos
been disposed of, is held For sole or is o subsidiory acquired exclusively with a view
to re-sale. This means that their trading performarnce, 1. their revenues, costs
and other items of income and expense, are no longer reparted within the headline
figures in the income statement and are instead reported in a separate ling, net
of tax, calied ‘discontinued operations. These ameunts no longer form part of
cantinuing edrnings per share. Comparative figures are ré-presented to be shawn
on the same basis.

This enables the income statement for the current and prior year ta be presented
on a consistent basis and to convey a mare forward-icoking version of the resutts
for the year.



Introduction Strategic Report, Corporate Governance Financial Statements 17 1

3. Alternative Performance Measures ('APMs")
& adjusting items

Accounting policy

The Group's policy is to exclude items from underlying performance that are considered te be significant in nature (.e. outside of the normal course of business)
and/er quantum and where treatment as an adjusting item provides stokeholders with additional useful information to assess period-on-period trading
performance of the Group.

The Group believes APMs, which are not considerad to be a substitute for, or superior to, IFRS measures, provide stakeholders with additional helpful
information on the performance of the business. These APMs are consistent with how the business performance is planned and reported within the internal
managernent reporting to the Soard and Executive Committee. Some of these measures are also used for the purpose of setting remuneration targets and
for banking covenants.

The adjusting items in the income statement and the reasons these are considered to be adjusting items are detailed below:

« Costs associated with major restructuring projects - these costs are reported as adjusting items on the basis that they are significant in quantum, relote to
specific, approved strategic initiatives following reviews of our organisation structure during the period and to provide stakehelders with comparebility of
underlying results from one period to the next. Restructuring costs which are not considered to be major or one-off are included within underlying results in the
consolidated income statemeant.

« Impairment losses - impairment losses treated as adjusting items include these which are large in quantum or one-off in nature and as a result are not considered
to be usual cperating costs cf the Group. In addition to this, impairment losses associated with major restructuring projects are considered to be part of the
overall project and therefore follow the socme treatment as restructuring projects, us described above. Impairment lesses incurred, which are not significant or do
not form part of 6 major restructuring project are recorded as adjusted items. All impairment losses recorded as adjusting items in the current and prior period
relate to restructuring projects treated as adjusting items.

+ Gains and losses on property disposals - significant quantum gains and lesses on property disposals are not considered to relate to the underlying trading of the
business and are therefore treated as adjusting items. All gains and losses on property disposals associated with major restructuring projects are considered to be
part of the overall project and therefore follow the same treatment as restructuring projects, as described above.

+ Acquired intangible amortisction - the amortisation charge is not considered to be related to the underlying performonce of the Group and can fiuctuate
materially period-on-pericd as new businesses are acquired. All acquired intangible amortisation is treated as an adjusting item due to its nature. The treding
results of acquired businesses are included in the adjusted results.

« Gains and losses on disposal of subsidiaries - due to their one-off nature and large quantum, gains and losses on disposals are treated as adjusting items. If these
gains or losses are not considered te be one-off or material, these amounts would be included within underlying results. This also includes the impact from the exit
frorn Russia - the loss on disposal of the Group's Russian subsidiary ond impairment of assets related to Russion contracts.

» The reversal of gains end losses on econemic hedges - gains and losses on economic hedges are treated as an adjusting item on o qualitative basis. The adjusting
item reverses the treatment taken locally by the Group's businesses, where the impact of foreign currency forwards and commoedity hedges are booked at the
hedged rate in the adjusted results of the lecal businesses. In compliance with IFRS @ ‘Financial Instruments’, these do not meet the requirement of an effective
hedge and are therefore adjusted to be booked at the spot rate. The recognition of the gain and losses on the hedged iterns is recorded as a financing item,
including any unredlised gaing and losses.

+ Other acquisition costs - for an acquired business, the acquisition costs which are primarily advisor and legal fees and the one-off write-off of the inventory uplift
tao fair value do not reflect trading performance and so are treated as cdjusting items 1o ensure consistency between periods.

= Special pension events - due to their one-off nature and typically large quantum, special pension events are treated as adjusting items. Special pension events
which are not significant are recorded as adjusting items. There are no special pension events recorded as adjusting items in the current or pricr period.

+ Tax effect on adjusting items above - any tax effect of the above items is treated as an adjusting item.

+ Other tax items - an assessment is made, on a case-by-case basis, for one-off tax items which significantly impact the Group's results to determine whether the
item should be treated as on adjusting item.

The policies cutlined above are consistent with the policies adopted in the previcus period.

Meovernents in revenue and adjysted operating profit are given on an organic basis (see definition below) so that performance is not distorted by acquisitions,
disposals and movernents in exchange rates.

The directors’ commentary discusses these APMs to remove the effects of itemns of both income and expense thet are considered different in nature frem
the underlying trading and nermal quantum and where treatment s an adjusting item provide stakeholders with additional information to assess
period-on-period trading.

Critical judgement

Mancgement have applied judgement in the selection of the APMs used in the Annual Report & Accounts. The APMs presented are used in discussions with the
investment analyst community and by the Board and management to monitor the trading performance of the Group.
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3. Alternative Performance Measures ('APMs') & adjusting items {continued)

The table below details the definition of each APM and a reference to where it can be reconciled to the equivalent statutory measure.

APM J Definition

Adjusted profit before tax Adjusted profit befare tax is statutory profit before tax before adjusting iterns
as shown on the income statement.

Reconcilition to statutory measure

See income statement on page 162.

Adjusted net interest cost Adiusted net interest cost is statutory ret interest costs bafore adjusting ‘ See income statement on page 162.
( items as shown on the income statement.

Adjusted edrnings per share Adjusted earnings per share is defined within the table in Note 7. See Note 7,

Adjusted effective tax rate The adjusted effective tax rate is the tax impact on adjusted profit before [ See Note 9.
} tax divided by adjusted profit before tax. |

Adjusted EBITDA This measure reflects adjusted profit after tax before interest, tax, [ See Note 19.

depreciation, amortisation and impalrment.

f

Adjusted operating profit Adjusted operating profit is statutory operating profit before adjusting items !

as shown on the income statement.

See income statement on page 162 and
segmental reporting in Note 4.

Adjusted operating margin Adjusted operating morgin is edjusted operating profit divided by revenue.

Adjusted net financing costs J Adjusted net financing costs is interest received and interest paid including
the impact on interest costs on leases before gains on instruments measured
at fair value through profit or loss (other economic hedges} and net financicl
income ralating to defined benefit pension schemes.

Organic adjusted operating profit ‘ disposals and rovements in exchange rates and are reconciled in Note 4.

Adjusted operating cash flow This measure reflects cash generated from operations as shown in the See Note 19,
‘ statement of cash flows less cash spent acquiring property, plont and

equipment, non-acquired intangible assets and investments; plus cash received

from the sale of property, plant and equipment, the sale of investments less the

repayment of principal amounts of lease payments excluding the cash impact of

adjusting items,

Organic revenue growth These two measures remave the impact of adjusting items, acquisitions, f

Net debt Net debt is defined as the ¢ash and cash equivalents, overdrafts, See Note 19.

interest-bearing loans and berrowings ond lease liabilities.

Net debt: adjusted EBITDA J Net debt divided by adjusted EBITDA as defined above. {
Free cosh flow before This measure is o sub-total in the reconciliotion of adjusted EBITDA to net Sea Note 19,
corporate activity debt and is presented to assist the reader to understand the nature of [

the current year's cash flows excluding dividends, share buybacks and the

purchase and issuance of own shares. ’
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Qutlined below are the adjusting iterns impacting the current and prior year results.

Key £m

Recognised in arriving at operating profit

Reversal of net economic hedge contract losses/{gains)
Restructuring costs and associated impairment losses”

Loss on disposal of subsidiary

Acquired intangible amortisation and other acquisition costs
Exit from Russia

Recognised in net financial expense

Recognised in taxation

Tax impoct of adjusting items above
Change in UK tax rate

Resoiution of tax authority audit

a) 30 (60
b) (25.9) _ (39.7)
c) - (3.8)
d) (33.7) (18.1)
e) (9.0) -
i - - - (65.6) (67.6)
Gains on instruments measured at fair value through profit or loss a) 4.9 52
) 146 151
) - (18.6)
3 - 16.6
o 146 131

{a) Reversal of net economic hedge contract losses/gains - for segmental

reporting purposes, changes in the fair value of economic hedges which are not

designated as hedges for accounting purposes, together with the gains and
losses on their settlement, are included in the revenue and adjusted operating
profit of the relevant business segment. The adjusting items at the operating
level reverse this treatment. The financing edjusting items reflect the chonge
in value or settlement of these contracts with the financial institutions with
whom they were transacted.

(b) Restructuring costs and associoted impairment losses — the restructuring
costs of £25.9m primarily relate to M| Precision Engineering and were for
the Customer First project (across a number of buysinesses) and the
rationalisation of four facilities. These ongeing significant restructuring
projects are due to be completed in 2023, with the overall programme
expected to be largely complete during 2024, aithough the Group will
always seek and execute projects that improve its competitive position.

Restructuring costs and associated impairment losses of £3%9.7m were
recognised in 2021. These included costs of £35.6m, of which £4.6m related
to impairment losses within IMI Precision Engineering, primarily for the
rationalisation of @ factory in Eurepe, which was under consultation with

the Works Council, and the Custemer First project, which both simplify the
structure of the division and ensures the business structure is aligned to our
customer base. In IMI Critical Engineering there were costs of £0.8m relating
to the finalisation of the ongeing projects announced in 2020, In IMI Hydronic
Engineering there were costs of £3.3m for the finalisation of the ongoing
projects announced in 2020 and a new project announced in 2021 to simplify
finance processes through a shared service centre in Poland.

(c) Loss on disposal of subsidiary — following the dispesal of 1M Interativa in July

20721, the Group recorded a loss on disposal of £3.8m. Further details are
included in Note 24.

{d) Acquired intangible amortisation and other acquisition items — of the total

£33.7m, the acquired intangible amortisation charge was £27.5m (2021:
£15.0m) which largely relates to the amortisation of the intangible assets
recognised on the acquisitions of Adaptas and Bahr. Other ccquisition costs of
£4.2m primarily related to professional fees associated with the acquisition
of Heatmiser and Bahr and the Adaptas IFRS 3 release of the fair value uplift
to inventory, recognised to cost of sales. Other acquisition costs of £3.1m for
2021 primarily related to professional fees associated with the acquisition of
Adaptas in December 2021.

(e} Exit from Russia - the Group's decision to end all new business in Russia

resulted in a charge of £9.0m. The Group recorded ¢ loss on disposal of
its Russian subsidiory of £4.8m. In addition, the exit resulted ina £4.2m
impairment of assets related to Russian contracts.

(F) Taxation - the tax effect of the above items has been recognised as an

adjusting item and amounts to £14.6m (2021: £15.1m}. The UK Government
arnounced an increase in the corporation tax rate from 19% to 25%, with an
effective date of April 2023, which was substantively enacted on 24 May 2021.
In 2021, the impact of this on the Group's deferred tax liabilities of £18.6m
was recorded as an adjusting item. A credit of £16.6m due to the release of
provisions in respect of exposures related to prior years which are no longer
expected to arise, including the closure of cpen years with tax cuthorities was
also recorded as an adjusting item within the income statement in 2021.

* 'Restructuring costs and associated impairment losses’ were previously reported

separately as 'Restructuring costs' and 'Impairment iosses’. These amounts are
now reported together as they relate to the same projects.
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4. Segmental information
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Segmental information is presented in the consolidated financial statements for each of the Group's operating segments. The operating segment reporting format
reflects the Group's management and internal reporting structures and represents the information that was presented to the chief operating decision-maker, being
the Executive Committee. As described on page 10, each of the Group's three divisions has o number of key brands across its moin morkets ond eperational locations.
Far the purposes of reportable segmental information, operating segments are aggregated into the Group's three divisions, as the nature of the products, production
pracesses and types of customer are similar within each division. Inter-segmental revenue is insignificant.

IM| Precision Engineering

IMI Precision Engineering specialises in the design and manufacture of motion and fiuid control technologies where precision, speed and reliability are essential to the

processes in which they are involved.

IMI Critical Engineering

IMI| Critical Engineering is a world-leading provider of flow control solutions that enable vital energy and process industries to operate safely, cleanly, reliably and more
efficiently. Our products control the flow of steam, gas and liquids in harsh environments and are designed to withstand temperature and pressure extremes as well as

intensely abrasive or corrosive cyclical operations.

M1 Hydronic Engineering

M| Hydronic Engineering is a leading provider of technologies that deliver operaticnal and energy efficient water-based heating and cooling systems for the residential

and commercial building sectors.

Performance is measured by the Executive Committee bused on odjusted operating profit ond organic revenue growth which ore defined in Note 3, These two meoasures

represent the two short-term key performance indicatoers for the Group.

Businesses enter inte forward currency and metal contracts to provide economic hedges against the impact on profitability of swings in rates and values in accordance
with the Group's policy te minimise the risk of volatility in revenues, costs and margins. Adjusted operating profits are therefore charged/credited with the impact of
these contracts. In accordance with IFRS @, these contracts do not meet the requirements for hedge accounting and gains and losses are reversed out of operating profit
and are recorded in net financial income and expense for the purposes of the consclidated income statement.

The following table llustrates how the results for the segments reconcile to the overall results reported in the income statement.

Revenue Operating profit Operating margin
2022 2021 2022 ‘ 2021 2022 2021
£m £m £m £m Y% %
IMI Precision Engineering 986 l 836 182.6 148.9 18.5% 17.8%
M| Critical Engineering 713 691 135.5 125.0 19.0% 18.1%
IM| Hydronic Engineering 350 339 711 68.1 20.3% 20.1%
_ Corp_orute costs o (25.4) (23.9) ) B
Total revenue/operating profit and margin o o 2,049 1866 363.8 3181 17.8% 17.0%
Reversal of net ecanomic hedge contract losses/{gains) 3.0 {6507
Restructuring costs and associated impairment losses® (25.9) (32.7) 1
Loss on disposal of subsidiary - (3.8}
Acquired intangible amortisation and other acquisition items 33.7 (18.1)
Exit from Russia (9.0) -
A A - ——
_SEtutory revenue/operating profit 2,049 1,866 298.2 2505 ]
Net financiol expense ‘ (12.8) (5.9 -
Statutory profit before tax [ 285.4 | 244.6

* 'Restructuring costs and associated impairment losses' were previously reported separately as 'Restructuring costs' and 'Impairment losses'. These amounts are now

reported together as they relate to the same projects.
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The following table shows a reconciiiation of divisional adjusted operating profit to statutory operating profit:

IMI Precision IMI Critical 1MI Hydronic Corporate Total
Enginearing Engineering Engineering 7
2022 2021 2022 2021 2022 2021 2022 2021 2022 2021
£m £m £m £m £m £m £m £m £m £m
Revenue 986 836 713 691 350 339 2,049 1,864
ﬁ.djustc{cpyu_ting piufil ) o 182.6 1489 1355 125.0 7i1 68.1 (25.4) | (23.9) 363.8 318.1
Reconciliation to statutory operating profit:
Reversal of net economic hedge contract losses/(gains) (2.4) {(3.4) 31 (1.9} 2.3 (0.7 3.0 {6.0)
Restructuring costs and asscciated impairment losses (24.8) (35.6) (0.4) (0.8) (0.7) (3.3) {25.9) {39.7)
Loss on disposal of subsidiary (3.8 ‘ - (38)
Acquired intangible amortisation and other acquisition items (25.1) (10.3) (6.6) (7.8) (2.0)‘_ (33.7) {(18.1)
Exit from Russic (0.2) 3.9 {0.1) (4.8) (2.0}| -
— _ — - : - - ; — — — -
Statutory oferuti_nlg profit ) B 1301 99.6 127.7 . 1107 70.6 _ 64l (30.2) (23.9) 98.2 25@.5
Statutory operating margin (%) 13.2% ' 11.9% 17.9% | 160%  20.2% 18.9% 14.6%  13.4%
The following table illustrates how revenue and adjusted eperating profit have been impacted by movements in foreign exchange, acquisitions and disposals compared
to 2021:
Year ended 31 December 2021 Year ended 31 Decernber 2022
As As Adjusted QOrganic
adjusted Disposals Exchange QOrganic adjusted  Acquisitions Organic growth (%) growth (%)
Revenue
IMI Precision Engineering 836 (3 41 874 986 (70 916 18% 5%
IMI Critical Engineering 691 (16) 23 698 | 713 713 3% 2%
IMI Hydronic Engineering _ . 339 Gy 3 _ 337 ( 350 ) 350 3% 4%
Total 1,866 (24) 67 1,909 ; 2,049 (70) 1,979 10% 4%
f
Adjusted operating profit
IMI Precision Engineering 148.9 (0.5) 7.4 155.8 182.6 (12.4) 170.2 23% 9%
M Criticat Engineering 125.9 (3.3) 5.0 126.7 135.5 1355 8% 7%
IMI Hydronic Engineering 68.1 (0.4) (0.2} 67.5 711 711 4% 5%
Cor’pomiter costs (23.9 ) (23.9) | (25.4) o (25.4)
Total o _ 3181 (4.2) 122 3261 | 363.8 (12.4) 351.4 14% 8%
Adjusted operating profit margin (%) 17.0% 17.1% 17.8% 17.8%
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The following table illustrates how the segmental assets and liabilities reconcile to the everall total assets and liabilities reported in the balance sheet:

Afsets B Liabilities
2022 2021 2022 ‘ 2021
Em | £m £m fm
IM| Precision Engineering 1,038.9 [ 2146.1 2018 202.4
IMI Critical Engineering 8%94.1 7146 262.5 2312
IMI Hydrenic Engineering ] o 373.5 2335 98.0 _ 907
Total segmental assets/liabilities (including lease liabilities} 2,306.5 1,864.2 562.3 ‘ S24.5
Corporote jitems 23.4 24.2 47.3 39.0
Employee benefits 285 129.0 47.4 66.5
Investments 2.0 2.9 - -
Net debt items (excluding lease liabilities) 133.0 | 4.6 839.3 ‘ 523.5
Net taxation _ _ . _ . o 26.5 539 118.0 1362
Total assets and liabilities in Group balance sheet 2,519.9 2,168.8 1614.3 1,389.7
The following table includes other infermation to show how certain costs are allocated between the segments of the Group:
Adjusting
restructuring costs and Capital expenditure Amortisation** Depreciation ***
gssociated impairment
... R . -
2022 2021 ZOZ'ZT 2021 2022 2021 2022 2021
£m £ £m £ Em £ £m Em
IMI Precision Engineering 24.8 } 35.%4 42.0 29.9 28.7 ‘ 11.2 38.5 ‘ 327
IMI Critical Engineering 0.4 0.8 15.8 9.8 13.2 14.7 20.7 205
IMIHydronic Engineering - 0.7 33 1s _ 178 591 53 _ 1421 143
25.5—I> 39.7 70.4 57.5 47.8 312 73.4 | 67.5
Corporate casts 0.7 - 0.2 - 0.8 08
Total ' T o e 259 397 713 575 480 | 312 74.2 683

** The amortisation figures abave include the amortisation of acquired intangibles. £22.9m (2021: £7.2m) is included in respect of IM| Precision Engineering, £6.6m
(2021: £7.8m) is included in respect of IMI Critical Engineering and £nil (2021; £nil) is included in respect of IM{ Hydronic Engineering.

*** The depreciation figures above include the impact of IFRS 16 'Leases': £0.6m in respect of Corporate (2021: £0.6m), £15.1m in respect of IMI Precision Engineering
(2021: £12.3m), £9.6m in respect of IMI Critical Engineering (2021: £8.5m} and £7.0m in respect of IMI Hydronic Engineering (2021: £6.9m).
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The following table shows a geographical anclysis of how the Group's revenue is derived by destination:

2022 2021
£m £m
UK 93 a3
Germany 265 238
Rest of Europe B 520 520
Total Europe B ) _ 878 861
USA 536 410
Restof Americas B B B B 91 116
Total Ameticas B N ) 627 526
Chine 17¢ 165
Rest of AS[Q chii_c ~ 3 _ _ o 271 24i
Total Asia Pacific _ 450 409
Middle East & Africa 94 90
Total revenye 2,049 1 1.866

Revenue by geography (2022)

" Middie East & Africa

Revenue by geography (2021)

MididIeWEqst & Afr{cu

- = - - 5% - - - 5%
Asia Pacific Asia Pacific
22% 22%
Europe Europe
oo 43% - — 45%
Armericas Armericas
30% 28%
The following table shows a geographical analysis of the location of the Group's intangible assets, property, plant and equipment and right of use assets:
2022 ; 2021%*
£m £m
UK 180.1 78.4
Germany 306.8 2024
Rest of Europe 307.4 278.6
USA 521.3 4834
Asia Pacific 64.5 57.7
Rest of World _ 30.3 268
Total ) 14104 1,1273

**** Prior year comparatives have been reclassified to match the geographical allecation for Group revenue.
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4. Segmental information (continued)

The Group's revenue streams are disaggregated in the table below:

2022 2021
Reverwe Revenue
Sector £m £m
IMI1 Precision Engineering
Industrial Automation - 459 413
Ufe Sciences T T T T 17 B
Process Control 152 119
PrecisionFlidOEM o e o T s | 210
Commercial Vehicle T o T T T T T gss T 1m0
Rail - 37 33
Tramsportaton - - - - 223 213
Total IMIPrecision Engineering ~ ~__ __ __  _ __ _ __ _ __ . __ _ __ _9%s[ 8%
IMI Critical Engineering [
Power 153 144
Refining & Petrochemical 118 105
Gil & Gas 57 45
Nuclear 46 [ 57
Marine 14 11
Other - o QL 17
Aftermarket T T T T T T T T T T ag
Refining & Petrochemical T o - - —1%'[ T
Ol & Gas 459 77
Power 61 ’ b6
Marine 26 22
Nuclear [+ ‘ 3
Other 40 36
New Comstruction /o o o T 302 312
TotalM CrtealEngineering ~ _— —_— _ — — ~ -~ =~ — = —m @
IMi{ Hydronic Engineering” [
TA 151 | 144
Heimeier 124 ‘ 121
Pneumatex 64 61
gthL__ o e _ﬂ_lB
Total MiHydronic Engineering 380 39
Yotalrevemwe  _  _  _ _  _ _  __ _  __ __ . . . aoee] 18
Sale of goods 1977 | 1,306
Sale of services 72 60
Total revenue - T T/ T/ /T T T T T T T 00 1,866

*Prior period M| Hydronic Engineering results have been restated to reflect @ £15m reclossification between TA and Heimeier.
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5. Net operating costs

Operating profit is stated after charging/{crediting):

2022 2021

£m fm

Net fereign exchange gains included in operating profit (3.2) [ (5.1)
Research and development expense 703 ‘ 497
Amortisation of intangible assets 48.0 312
Impairment of intangible assets treated as adjusting items 0.2 -
Impairment of intangible assets 05 | o1
Depreciation of owned property, plant and eguipment 419 40.0
{Reversal of impairment)/impairment of owned property, plant and equipment treated as adjusting items (2.3) 4.6
{Reversal of impcirment)/impairment of ewned property, plant and equipment (0.5) 0.8
Depreciction of right of use assets 323 | 283
Cost of inventories recognised as an expense 1,1121 | 1,004.6

Loss/{profit) on disposal of property, piant and equipment 1.7 (1.3)

Operating costs by function

The following table shows how much of the operating costs disclosed in
the income statement relate to selling and distribution costs and
odministrative expenses:

2022 2021
£m £m
Selling and distribution costs® (207.2)| (187.3}
Administrative expenses” B (367.1) (356.3)
(574.3) | (543.6)
* £45.8m included in selling and distribution costs in prior period has
been reclassified to administrative expenses to better reflect the
underlying transactions.
Employee information
The average number of people employed by the Group during the year was:
2022 2021
IMI Precision Engineering 6,001 5,740
IMI Critical Engineering 3,106 3,117
IMI Hydronic Engineering 1,942 1,969
Corporate 80 | 90
Total Group 11,129 10,916

The aggregate employment cost charged to operating profit for the year was:

022 2021

£m £m

Wages and salaries 505.9 4919
Share-based payments 11.7 12.0
Social security costs 16.7 80.3
Pension costs** B . . 83| 9.5
Total ' ) 602.6| 5937

** There are no special pension events included in 2022 pension costs (2021: £ri,
see Note 3).

The aggregote goins mode by directors on the exercise of share options was
£2.6m (2021: £1.6m). The remuneration, as defined in the Companies Act 2006
Schedule 5, for the executive directors comprises fixed and annual varicble pay
os set out in the table on page 128 of the Remuneraticn Report. For details

of the non-executive directors’ remuneration please refer to page 138 of the
Remuneration Report.

Research and development expenditure

The cost of research and development expenditure charged directly to the income
statement was £70.3m (2021: £49.7m). Included within this is amortisation of
capitalised intangible development costs which amounted to £8.2m (2021: £7.1m)
and across the Group a further £5.9m (2021: £4.6m) was capitalised in the year.

Exchonge on operating activities net of hedging arrangements

The transactional foreign exchange gains in the Group were £3.2m (2021: gains
of £5.1m}).

Audit fees

The Group engages its auditor, Deleitte, to perferm other assurance assignments
in addition to their statutory audit duties where their expertise, experience and
krowledge of the Group should enable thern to perform these assignments more
efficiently than other similar service providers.

The Group's policy on such assignments is set out in the Audit Committee Report
on page 118. Fees earned by Deloitte and its associates during the year are set
out below:

2022 2021
£m £m
Fees earned by the Company's auditor for the audit of
the Company's Annual Accounts 0.2 0.2
The audit of the Company’s subsidiaries,
pursuant to legislation 2.9 2.5
Other assurance services ) i 01| 0.1
Total 3.2 2.8
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6. Share-based payments

The Group operates a number of equity and equity-related compensation benefits to reward its employees. The estimated cost of awarding these share aptions is
charged to the income statement over the period thet the Group benefits from the employees' services. This cost is then added back to retained earnings, to reflect
that there is no overall impact on the Group's balance sheet until the shares are issued to the employees when the options are exercised.

The individual share option schemes, the number of options cutstanding under each of them, the estimated cost of these options recognised in the income statement
and the assumptions used in arriving at this estimated cost are described below.

Accounting policy

The fair value of the employee services received in exchange for the grant of the uptions is recognised as an expense each year, The total amount to be expensed
over the vesting period is determined by reference to the fair value of the options granted, exciuding the impact of any non-market vesting conditions (for exampfe,
profitability and sales growth targets). Non-market vesting conditions are included in assumptions about the number of options that are expected to becorne
exercisable. The fair value of the options is determined based on the Monte Cario ¢nd Black-Scholes option-pricing models.

At each balance sheet date, the Group revises its estimates of the number of options that are expected to vest. It recognises the impact of the revision of original
estimates, if any, in the income statement.

For newly issued shares, the proceeds received net of any directly attributoble transaction costs are credited to share capital {(nominal value) and share premivm
when the options are exercised.

Outstanding share options

At 31 December 2022, options to purchase ordinary shares had been granted te, but not yet exercised by, participants of IMI share option schemes as follows:

Date of Number
grant of shares Price Dates from which exercisable
IMI Sharesave Scheme 21.04.17 1514 1106.00p 01.08.200r 01.08.22
04.04.18 11,335 1012.68p 01.08.21 or 01.08.23
04.04.19 33,303 BB4.16p 01.08.22 or 01.08.24
02.04.20 56,579 904.66p 01.08.23 or 01.08.25
02.04.21 68,400 1166.58p 01.08.24 or 01.08.26
31.03.22 97,876 1260.00p 01.08.25 or 01.08.27
- oo asse
Purchase Plans 15.08.22 83,380 1155.78p 15.08.24
- s
IMI Incentive Plan 07.05.15 754 - 07.05.17 or 07.05.18
09.03.16 4,735 - 09.03.18 or 09.03,19
09.03.17 8,160 - 09.03.19 or 09.03.20
12.03.18 7,850 - 12.03.200r12.03.21
18.03.19 76,907 - 18.03.21 or 18.03.22
160320 1114366 - 16.03.23
22,03.21 781,063 - 2203.24
1803.22 883,186 - 09.03.25
S 27 S
1MI Share Option Plan 12.03.13 76,300 1322.70p 12.03.14
221013 9,000 1518.33p 22.1016
o . 11.03.14 82,000 1467.00p 11.03.17
B - = = = = - 17300

Total 3,396,710
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Schemes under which options
are outstanding

The options in the adjacent table relate to the following share-based
payment schemes:

IMI Sharesave Scheme ('SAYE")

This scherme is open to the majerity of the Group's UK employees, including

the executive directers, and allows the grant of options to all participants at a
discount of up to 20% below the market price. Such schemes are not subject to
performance conditions and offer tax incentives to encourage employees to use
their own money to purchase IMI shares, SAYE options may be exercised within six
months of the date they first become exercisable.

Global Employee Share Purchase Plans ('GESPP')

These plans were introduced in 2011 for the US and Germany. The German and
US GESPP's offer the opportunity to buy shares in IMi at o fixed price at a future
date, The German GESPP mirrors the UK Sharesave Scheme, with a minimum/
maximum savings limit per month and contract duration of three to five years.
The US GESPP also cperates in a similar way to the UK Sharesave Scheme, with
a minimum/maximum savings limit per month, but the centract duration is fora
fixed period of twe years and different taxation conditions apply for the exercise
period. No further awards are intended te be granted under the German GESPF.

IMI Share Option Plan ('SOP’)

Share option gwards were made from 2009 to selected senior managers
and certain other employees under the SOP. These awards are not subject to
perfermance conditions, but are subject to a three year vesting period. The
purpose of the SOP is to give selected IMI employees (who are not executive
directors cf the Company) the opportunity to share the benefits of share
price growth and to increase their IM! shareholding.

Options granted during the year

Other share-based payment arrangements
The Group also operates the following employee share plans:

Share Incentive Plan ('SIP')

The SIF is open to the majority of the Group's UK empicyees, including the
executive directors. This scheme covers two separate opportunities for employees
to share in IMI's success os follows:

- Partnership shares - allows employees to invest up to the statutery maximum
from pre-tax pay, which is used to buy IMI shares.

- Free shares - allows a grant of shares to employees each year, up to the
statutery maximum.

Shares acquired or awarded under the SIP are not subject to performance
conditions and offer tax incentives to encourage employees to build up their
sharehcldings with the Company.

The IMI Incentive Plan {'lIP")

In light of the expiry in 2015 of both the PSP and SMP, the lIP was intreduced to
act as the Company's sale senior executive long-term incentive plan. The lIP acts
as an umbrella plan which allows the Company to grant different types of awards
to different employee groups in an efficient way. The |IP is to be used annually to
grant 'Performance Share Awards' in respect of ordinary shares to the executive
directors and other members of senior management subject to perfermance
cenditions. The lIP will also be used annually to grant ‘Bonus Share Awards' below
board level, The [IP also gives the Company the ability to grant ‘Restricted Stock
Unit Awards’ ond 'Share Options' It is currently intended thot Restricted Stock
Unit Awards and share options will only be granted in response to specific
business requirernents.

Number of Weighted
aptions average Normal
granted optianexercisahle
- (thousand) Pri
SAYE
2019 200 884p 2022-2025
2020 68 905p 2023-2026
2021 75 1167p 2024-2027
2022 103 126003 202502028
GESPP
2019 13 903p 2021
72020 43 954p 2022
e ’ .
TT2022 as
np
2019 845 - 20212022
TT0200 1,466 - 20222023
2021 891 - 2023-20%h
2022 929 m/
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Movement in outstanding options in the year
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Options
granted at
Options not granted at nil cost? nil cost? Total
Number of Weighted Number of Number of
options Range of average options aptions
{thousand) optioh prices  option price (thousand)  (thousand)
Outstanding at 1 Janwary 2021 P46 845-1518p 1098p 3,048 4,014
Exercisable at 1 January 2021 L£as ?71-1518p 121ép 147 753
Granted 75 1167p 1167p 978 1,053
Exercised 395 845-1467p 1085p 500 895
Lapsed 108 845-1467p 1101p 461 569
Qutstanding at 31 December 2021 538 845-1518p 1116p 3,065 3,603
Exercisable at 31 December 2021 ) 7 222 845-1518p 1325p 272 494
Granted 188 1156-1250p 1213p 1,033 1,221
Exercised 142 845-1467p 947p 533 675
Lapsed 65 B845-1467p 1025p 306 371
Outstanding ot 31 December 2022 519 884-1518p 1209p 3,255 3,774
Exercisable at 31 December 2022 180 B884-1518p 1197p A77 657

! Options not granted at nil cost include options granted under the following schemes: IM( Sharesave Scherme, Global Employee Share Purchase Plans and IMI

Share Option Plan.

2 Options granted af nil cost are those granted under the Performance Share Plan, Share Matching Plon and IMI Incentive Plan.

Share-based payment charge for the year

The totol expense recognised for the year arising from share-based payments was
E£11.7m (2021: £12.0m) which comprises a charge of £15.5m (2021: £15.3m) for
the year offset by a credit of £3.8m (2021: £3.3m) in respect of lapses.

£2.7m (2021 £2.5m) of the total charge and £0.5m (2021: £0.7m) of the total
¢redit is in respect of options granted to directors.

Share-based payment valuation methedology

The fair value of services received in return for share options granted are
measured by reference to the fair value of share options granted, based on
Black-Scholes and Monte Carlo optien pricing models. The assumptions used for
gronts in 2022 included a dividend yield of 2.0% (2021: 1.7%), expected share
price volatility of 32% (2021: 25%), ¢ weighted average expected life of 3.5 years
(2021: 3.5 years) and a weighted average interest rate of 1.75% (2021: 0.1%).
The expected volatility is wholly based on the historical velatility (calculated based
on the weighted average remaining life of the share options), adjusted for any
expected changes to future volatility due te publicly available information.

Other share-based payment disclosures

The weighted average remaining contractual life for the share options cutstanding
as at 31 December 2022 is 4.8 years (2021: 7.1 years) and the weighted average
fair value of shore optiens granted in the year at their grant date was £13.01
(2021: £12.18).

The weighted average share price at the date of exercise of share options exercised
during the year was £14.71 (2021: £14 84).
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7. Earnings per ordinary share

Earnings per share (EPS') is the emount of post-tax profit attributable to each share (excluding those held in the Employee Benefit Trust or by the Company).
Basic EPS measures are calculated as the Group profit for the year attributable to equity shareholders divided by the weighted average number of shares in issue

during the year. Diluted EPS takes into account the dilutive effect of cll outstanding share options priced below the market price, in arriving at the number of shares

used in its calculation.

Both of these measures are also presented on an adjusted basis to assist the reader of the financial statements and provide insight into the performance of the Group.

The note below demonstrates how this calculation has been performed.

2022 2021

Key million million
Weighted average number of shares for the purpose of basic earnings per share A 258.3 2669
Dilutive effect of employee share options o 1.2 11
Weighted average number of shares for the purpose of diluted earnings per share B 259.5 268.0

Key £m £m
Statutory profit for the year C 226.3 1963
Total adjusting items charges included in profit before tax 60.7 62.4
Total adjusting items credits included in taxaticn ) ) (14.5) (13.1)
Earnings for adjusted EPS D 272.4 245.6

Key 2022 2021
Statutory EPS measures
Statutory basic EPS c/a 87.6p 73.5p
Statutory diluted EPS B ~ C/B 87.2p 73.2p
Adjusted EPS measures l
Adjusted basic EPS D/A 105.5p - 92.0p
Adjusted diluted EPS D/B 105.0p 91.6p
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8. Net financing costs

Accounting policy

Financial income comprises interest receivable on funds invested, income from investments and gains on hedging instruments that are recognised in the income
statement. {nterest income is recognised in the income stotement as it accrues, taking inte account the effective yield on the asset. Dividend income is recognised
in the income statement on the date that the dividend is declared.

Financial expense comprises interest payable on borrowings calculated using the effective interest rate methed, the interest related element of derivatives and
losses on financial instruments that are recognised in the income statement. The interest expense component of lease payments is recognised in the income
statement applying territory specific incremental borrowing rates.

Net finance expense relating to defined benefit pension schemes represents the assumed interest on the difference between employee benefit plan liabilities and
the employee benefit plan assets.

The finance income or expense on mark-to-market movements on interest and foreign exchange derivatives and ether financing costs ore excluded from
adjusted earnings.

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a substantial period of time to get
ready for its intended use or sale cre capitalised as port of the cost of the respective assets. All other borrowing costs are expensed in the period they occur.
Borrowing costs consist of interest and other costs thot an entity incurs in connection with the borrowing of funds.

2022 2021 o
Finaneial Financial
Interest  instruments Total interest  instruments Total
Recognised in the income statement Em £m £m Em Em Em
Interest income an bank deposits 4.6 4.6 2.4 2.4
Financial income i 4.6 - LX) 2.4 - 24
Interest expense on interest-bearing loans and borrowings (21.0) (21.0) (11.7) (11.7)
Interest expense on leases o (2.8) (2.8), (28 s
Financial expense (23.8) - (23.8) (14.5) - (14.5)
Recognised in other comprehensive income
Guins on instruments measured at fair value through prefit or loss:
Other economic hedges* 4.9 4.9 5.2 5.2
Net financial income relating to defined benefit pension schemes ) N 7”1.5 1.5 1.0 10
Net financial (expense)/income (17.7) 4.9 (12.8) (11.1) 5.2 5.9

*Gains and losses on financial instruments measured at fair value through profit or loss were previcusly reported separately under 'Financial income' and 'Financial
expense’. These amounts are now reported under 'Gains/(losses) on instruments measured at fair value through profit or loss’ and prior year comparatives have been
represented as they relate to the some underlying transactions.

Included in financial instruments are current year trading gains and losses on economically effective transactions which for management reporting purposes are included
in adjusted revenue and operating profit {see Note 3). For statutery purposes, these are shown within net financial incorne and expense above. Gains or losses for future
year transactions are in respect of financial instruments held by the Group to provide stability of future trading cash flows.

2022 2021
Recognised in other comprehensive income £m Em
(Loss)/gain arising on hedging instruments designated in hedges of the net assets in foreign operations (7.5) 20.0
Exchange differences on translation of foreign operations net of funding revaluations 40.9 (33.8)
Exchange differences reclassified to income statement on disposal of operations 0.6 | 0.1
Income tax on items recognised in other comprehensive income (0.3) ' 1.2
Total items recognised in other comprehensive income {net of tax) i h 33.7 (12.5)

Recognised in statement of changes in equity
Translation reserve 337 [ (12.5)
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Q. Taxation

Ml operates through subsidiary companies all around the world that pay

many different taxes such as corporate income taxes, VAT, payroll withholdings,
sacial security contributions, customs immport duties and excise duties. This note
aggregates enly those corporate income taxes that are or will be levied on the
profits of IMI ple and its subsidiary companies for periods leading up to and
including the balance sheet date. The profits of each company are subject to certain
adjustments as specified by appiicable tax laws in each country to arrive at the tax
liability that is expected to result on its tax returns. Where these adjustments howve
future tax impact then deferred taxes may clso be recorded.

Accounting policy

Current tax payable/receivable represents the expected tax payable/receivable
on the taxable profits for the year, using tax rates enacted or substantively
enacted at the balance sheet date and taking into account cny adjustments

in respect of prior years.

Deferred tax is provided, using the bolance sheet method, on temporary
differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. Deferred tax
is not recognised for the following temporary differences: the initial recognition
of goodwill, the initial recognition of assets or liabilities in o transaction that

is not a business combination and that affects neither accounting nor taxable
profit, and differences relating to investments in subsidiaries to the extent
that the timing of the reversal of the differences can be controlled and it

is probable that the differences will not reverse in the foreseeable future.
Deferred tax is measured at the tox rates that are expected to apply when
the temporary differences reverse, based on the tax lows that have been
enacted or substantively enacted by the balance sheet date.

A deferred tax asset is recognised to the extent that it is probable that future
taxable profits will be avaitable against which the temporary difference can
be utilised.

Deferred tax assets and liabilities are offset when there is a legally enforceable
right to offset current tax assets against current tax liabilities and when
deferred tax assets and labilities relate to income taxes fevied by the same
taxation authoerity on either the same taxcble entities or different taxable
entities where there is an intention to settle the balances on a net basis.

In common with many multinational companies, IMI faces tax audits in
jurisdictions around the world, including in relation to transfer pricing of goods
and services between associated entities within the Group, the outcomes of
which are uncertain. These tox audits may be subject te inter-government
negotiations. The matters under discussicn are often complex and can take
many years to resolve. Tax liabilities are recorded based on management's
estimate of either the most likely amount or the expected amount

depending on which method is expected to better reflect the resciution

of the uncertainty.

Tax governance, risk and strategy

IM! recognises its corporate responsibility to ensure that all businesses within

the IMI Group follow responsible tax practices to enhance long-term shareholder
value whilst clse contributing to the public expenditure and the overall welfare of
the communities in which it operates. Accordingly, the IMI Tax Policy sets the core
principles of compliance, fairness, value and transperency for the management of
the Group's tax affairs.

This Policy has been approved by the Beard, fully communicated to subsidiary
businesses and is reviewed to ensure respensible business practices across the
Group are maintained. The Group Finance Director has primary responsibility for
all tax matters and keeps the Board appreised of any significont issues or changes
to the Tax Policy. A robust tax governance framework has also been established
under which the Executive Committee and the IMI Board are appraised on a

regular basis of ony material or significant tax matters, so that appropriate
action can be effected. Through IMI Werkplace and Knowledge Library, the Group
communicates policies, procedures, guidance and best practices te improve the
management of taxation across its subsidiary companies worldwide.

Compliance: IMI pays and collects significant amounts of taxes around the world
os a result of its business activities. It seeks to manage its taxction obligations
worldwide in compliance with all opplicable tax lows and regulations, as well as
fully in line with the Group's Code of Conduct. Accordingly, the tax contribution
by the individual businesses is monitered and robust standard tax compliance
processes operate together with appropriate financial controls to ensure that

all tox returns are cornplete, accurate and filed on ¢ timely basis with the tax
autherities around the world and the declared taxes paid on time, Furtherrmore,
the preparation and filing of the corporate income tax returns for IMI subsidiary
companies woridwide have been largely outsourced to one tax advisory firm.

Tax laws are often complex, which can lead to inconsistent interpretations

by different stakeholders. Where this occurs, IMI may reduce uncertainty and
controversy through various actions, including proactive discussion with the fiscal
autherities to obtain early resolution and securing external tax advice to ensure
the robust interpretaticn of tax laws and practices.

The Group Tax Policy is fully aligned with the Group's Code of Conduct, which
requires the Group and its employees and egents to act in compliance with
applicable laws and with fairness and integrity in all of its business dealings.
IMI has a zero-telerance approach to tax evasion and the facilitation of tax
evasion. Consideration of UK legislation regarding third party tax evasion has
aiso been incorporated inte the Group’s prevention procedures, including
employee training.

Fairness: IM! seeks to record its profits across the subsidiary companies arcund
the world on an arm’s length basis in accordance with internctionally accepted
best practices, recognising the relative contributions of people, assets, intellectual
property and risks borne by the varicus businesses. The resulting ollocation of
profits is regularly tested for compliance with this standard.

IM! has taken action to ensure that it meets the enhanced transfer pricing
disclosures and decumentation requirements by tax authorities as aresult of
the Base Erosion & Profit Shifting (ccrnmonly referred to as 'BEPS’) initictive
by the OECD.

Value: IMI manages the impact of taxation on its businesses in a responsible
manner by only adopting legitimate and commercial positions. In doing so, the
Group may meke use of legitimate tax incentives, exemptions and statutory
alternatives offered by governments and will look to ensure that it is not taxed
more than once on the same profit. As o UK headquartered group, IMI's profits are
ultimately subject to UK taxation, although as the Group pays significant taxes
overseas, the overall effective tax rate for the Group is marginally above the UK
stotutery tax rate.

Transparency: IM{ aims to build positive working relationships with tax authorities
by co-operating in a constructive, open and timely manner. IMI seeks to disclose
its tax affairs in its published accounts and taxation returns fully in accordance
with the applicable standards and, where appropriate, will supplement its tax
disclosures with further information to better inform, and to be transparent to,
its stakehclders.

Risk: IMl engages external support to manage tox risks and achieve the strategic
objectives outlined above. Tax risks are regularly assessed for all companies within
the Group, promptly addressed and reported so that they may be appropriately
provided and disclosed in the reievant accounts and tax returns. To the extent
thot identified tax risks are material they will be reported to the Executive
Committee through the Group's process for strategic risk management as
described on page 86,



Q. Taxation {continued)

UK Corporation tax

The rate of corporation tax in the UK for 2022 was 19% (2021: 19%). As from 1
April 2023, it will increase from 19% to 25%. UK deferred tax assets and liabilities
have therefore been calculated using d rate of 25% (2021: 25%).

Tax payments

During the year, the Group made payments of corporate income tax of £48.6m
(2021: £50.9m), principally arising as follows:

Jurisdiction of companies making corporate income tax payments:

Other £7.8m -
Singapore £0.9m

India £3.8m
Germany £10.4m

South Korea £2.7m
2022 £48.6m

Czech £2.3m
US £1.1m
China £3.4m Italy £1m
Jopan £3.1m

Austria £0.1m
Sweden £0.5m

Switzerlond £5.8m

UK £5.7m

U_S £1.7m Italy £0.4m
Germany £3m Japan £3.6m
Qther £6m

Switzerland £5,1m

Singapore £1.7m
India £1.9m 2021 £50.9m
South Koreg £2.3m

Czech £2.3m

UK £14.6m

Ching £3.4m -

Austria £L.4m s
Sweden £3.5m

There is normally an elernent of volatility in the annual payments of corporate income
taxes due to the timing of assessments, acquisition and disposals, exceptional

iterns and payments on account in the many countries in which the Group cperates.
Changes in the jurisdictions in which profits are earned can have an impact on
cashflow levels which may take time to be reflected in the tax cashflow.

The level of payments made during 2022 decreased slightly compared to 2021.
Sweden and the UK decreased due to the recovery of tax debtors. Germaon payments
for 2022 now represent a more normal level having recovered tax debtors in earlier
pericds. Other territorial movements in payments largely reflect shifts in trading,

In addition, the Group makes substantial other tax poyments relating to employment,
consumption, procurement and investment to tax authorities around the world.
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Recognised in the income stotement

This section sets out the current and deferred tax charges, which together
comprise the total tax charge in the income staternent.

2022 2021
£m £m

Current tax charge
Current year charge 63.0 53.9
Ad]ustments in respect of prior years (1.9) (11.1)
— - 611 | 428
Deferred taxation
Origination and reversal of temporary differences (2.0) 5.5
Total income tax charge ’ 59.1 483
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As IMI's head office and parent company is domiciled in the UK, the Group references its effective tax rate to the UK corporation tax rate, despite only a small portion of
the Group's business being in the UK. Therefore, the following tax reconciliation opplies the UK corperation tax rate for the year to profit before tax, both before and after
odjusting items. The resulting tax charge is reconciled to the actual tax charge for the Group, by taking account of specific tax adjustments as follows:

2022 2021
Adjusting Adjusting

Adjusted items. Statutory Adjusted items Stotutory

£m £m £m £m £m £m

Profit before tax 3461 (60.7) 285.4 307.0 (62.4) 2446
Income tax using the Company's demestic rote of tax of 19.00% (2021: 19.00%}77 &5.8 (11.5) 543 ’ 5{;3_ - _(EQ_)_ 464

Effects of:

Non-deductible items 3.0 0.4 3.4 1.4 0.8 2.2

Non taxable loss on disposal of businesses - 0.9 0.9 - 0.7 0.7
Utilisation of losses on which no deferred tax had been recognised (1.0} - (1.0) 0.4) - 0.4)

Current year losses far which no deferred tox asset has been recognised 0.2 - 0.2 03 0.1 0.4
Recognition of deferred tax asset on previcusly unprovided timing differences (0.8) - €0.8) (2.8) - (2.8)

Change in future tox rate on deferred tax - - - - 186 18.4

Differing tax rates 125 (4.4) 8.1 6.2 (4.8) 1.4
Adjustments to prior year current and deferred tax charges (6.0) - {6.0) (1.5) (16.6) (18.2)

Total tax in income statement - 73.7 (11:6)"“ 59.1 61.4 (13.1) 483

Income tax expense reported in the consolidated income statement - % (14.6) 59.1 6l.4 (13.1) 483

Fffective rate of tax; o 21.3% 20.7% 20.0% 19.7%

Events after the reporting period

In the Autumn Statement of Navember 2027, the UK government reconfirmed its intention to introduce fegislation to give effect to the QECD Inclusive Framework
agreement that there should be @ minimum global corporate income tax rate of 15%. Based on current proposals this would apply to IMI from 1 January 2024. It therefere
dees not impact IMI's results for 2022, and it is not expected to have a material impact on IMI's financial statements for subsequent years. However, this will continue to

be monitored.

Recognised outside of the income statement

In addition to amounts charged te the income statement, some current tax and deferred tox is charged/(credited) directly to equity or through other comprehensive

income, which can be analysed as follows:

2022 2021
£m £m
Deferred tax:
On equity-settled transactions 19 (2.5)
On re-measurement gains aond on defined benefit plans (20.4) 18.4
Effect of rate change on previcusly recognised items - (15.8)
- o o S (18.5) 0.1
Current tax:
On change in value of effective net investment hedge derivatives 0.3 1 (1.2)
On equity-settled transoctions - 0.5
- S I T asa| as
Of which the following amounts are charged/{credited):
to the statement of comprehensive income (20.1) 14
te the stotement of changes in equity 1.9 (3.0)
' T — B (8.2  ae
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9. Taxation {(continued)

Recognised deferred tax assets and liabilities

Deferred taxes record the tax consequences of temporary differences between the accounting ond taxation recognition of certain items, as explained below:

Assets . Ligbilities Net
2022 [ 2021 2022 2021 2022 { 2021
£m £m Em | £m Em £m
intangible and tangible fixed assets 6.2T 11.1 (64.7)} (52.8) (SB.S)J( (48.7)
Inventories 55 | 45 an| am 3.8 33
Revaluction of derivotives 0.5 f 0.1 0.8 7 (©.3)| (0.6)
Pension and share-based payments 12.1 189 .10 (328 50 ‘ (13.9)
Short-term timing differences 30.7 , 28.8 ¢5.8) { (3.8) 26.9 250
Other tax credits and losses 1.7 | b4 L ;‘ -~ 17 ‘ _ A4
56.7 | 7.8 {80.1) (98.3) (23.&? {30.5)
Offsetting within tax jurisdictions (32.2), (28.1) 32.2 28.1 - -
Totol deferred tox assetsandlibilites "~ — o4&l — 37 " @wiel (70D (23.4)] (305
The movement in the net deferred tax balances has been recogrised in the financial statements as analysed below:
Recognised  Recognised
nthe outside the
Balonce at income income Acquisitions / Balance ot
1Jen22 statement statement Exchange disposals 31Dec22
Em £m £m £m £m Em
Intangible and tangible fixed assets (48.7) (5.4) (4.4) (58.5)
Inventories 3.3 0.4 0.1 38
Revaluation of derivatives 0.6) 0.3 (0.3)
Pensien and share-based payments (13.9) (0.2) 18.5 0.5 5.0
Short-term timing differences 25.0 9.7 1.6 (11.4) 24.9
Other tax credits and losses XA (2.8) 0.1 1.7
Net deferred tax (liability)/asset T T T T T T T T T@osn e 185 0 (114) (234
Recognised  Recognised
in the outside the
Balance at incorme income Acquisitions / Balence at
1Jan21 staterment stotement Exchange disposals 31 Dec 21
£m Em £m £m £m £m
Intangible and tangitle fixed assets (31.3) 12.3 0.6 (30.3) (48.7)
Inventories 21 10 (X)) 0.3 13
Revaluation of derivatives 1.1} 0.5 0.6}
Pension and share-based payments 7.0 (20.1) (0.1) 7N (139}
Short-term timing differences 24.2 (0.3) ©.4) 15 25.0
Other tax credits and losses I - I 11 {0.2) 2.0 4.4
Net deferred tax o;at/i(liabmy)i S 2.4 ) EYT - El) - (0.?) _ Eés_) o E)SE

All exchange movements are token through the translation reserve.
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Unrecognised deferred tax assets and liabilities

Deferred assets are reviewed at each reporting date. Deferred tax assets have not been recognised for the following temporary differences:

2022 2071
Gross Tax Gross Tax
amaunt effected amount effected
£m £m £m £m
Tax losses expiring:
Within 10 years 7.4 1.8 85 2.1
Available indefinitely 46.0 12.0 43.3 11.4
Capital losses expiring:
Within 10 years - - - -
Awvailuble indefinitely 119.2 299 118.9 29.8
Surplus interest expiring:
Within 10 years 0.5 0.1 ‘ - -
Available indefinitely - - 13.2 3.4
B T ) - 1731 438 F 1839 467

Deferred tax assets have not been recognised for these temporary differences due to uncertainty over suitable future taxable profits ond therefore their ability to be
recovered. In assessing the probability of recovery, the Group assesses the likelihood of them being recovered within a reasenably foreseeable timeframe, being typically a
minimurn of five yeers, taking into account the future expected prefit profile business rmodel of the relevant company and country. The Group also considers the nature of the
losses and interest, and any potential legislative restrictions on use. In some instances, these amounts are yet to be accepted by the tax authorities and could be challenged.
The majority of these amgunts have no expiry date as noted in the table above.

It is likely that the majority of unremitted earnings of overseas subsidiaries would qualify for the UK dividend exemption. However, £112.9m (2021: £128.4m) of those
earnings may still result in a tax liability principally as a result of withholding taxes levied by the overseas jurisdictions in which those subsidiaries operate. These tax liabilities
are not expected to exceed £6.6m (2021: £7.5m) of which £3.2m (2021; £2.2m) has been provided on the basis that the Group expects to remit these amounts.

10. Dividends

Accounting policy

Dividends are recognised as a liability in the peried in which they are approved by shareholders.

Dividends

After the balance sheet date the following dividends were proposed by the directors. The dividends have not been provided for and there are N income tax consequences.

2022 2021

£m £m

Current year final dividend - 17.4p per qualifying ordinary share (2021: 15.8p) 45.1 40.9
The following dividends were declored and paid by the Group during the yecr:

2022 2021

£m £m

Prior year final dividend paid - 15.8p per quelifying erdinary share (2021 final year dividend: 15.0p) 40.8 | 40.8

Current year interim dividend paid - 8.3p per qualifying ordinary share (2021: 7.9p) - 21.4 ! 21.0

o - ' - ) ) 622 61.8

Dividend policy and share buybacks

As part of the capital management process, the Group ensures that adequate reserves are available in IMI pic in order te meet propesed shareholder dividends, the
purchase of shares for erpioyee share scheme incentives and any on-market share buyback pregramme,

The Group does not have a formal dividend policy or pay out ratio. The Group's aim is to continue with progressive dividends which typically increase at a steady rate

for both the interim and final dividend payments. In the event that the Board cannot identify sufficient investrent opportunities through capital expenditure, organic
growth initiatives and acquisitions, the return of funds to shareholders through share buybacks or special dividends will be considered. It should be noted that a number
of shares are regularly bought in the market by an employee benefit trust in order to hedge the exposure under certain management incentive plans. Details of these
purchases are shown in Note 22 to the financial statements.
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11. Intangible assets

Accounting policy

Intangible assets are disclosed as acquired intangible assets and non-acquired intangible assets, Amortisation of acquired intangible assets is treated as an
odjusting item as described in Note 3 as the impact of any acquisitions, which are dearly identifickle, can materially impact the net book value, from period
to pericd.

i. Goodwill

Goodwill is initially measured at cost being the excess of the aggregate of the acquisition date fair value of the consideration transferred gver the net
identifiable amounts of the assets acquired and the liabilities assumed for the business combination. After initial recognition, goodwill is measured at cost less
ony accumulated impairment losses. The value of the goodwill can arise from o number of sources, but in relation to ous more recent acquisitions, it has been
represented by post-acquisition synergies and the skills and knowledge of the workforce.

il. Research and Development
Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical knowledge and understanding, is recognised in the income
statement as an expense as incurred.

Expenditure on development activities, whereby research findings are applied ta a plan or design far the production of new or substantially improved products and
processes, is capitalised provided benefits are probable, cost can be reliobly measured and if, and only if, the product or process is technically and commercially
feasible and the Group has sufficient resources and intention to complete development. The expenditure capitalised includes the cost of materials, direct labour
and directly attributable overheods. Other development expenditure is recognised in the income statement as an expense as incurred. Capitalised development
expenditure is stated at cost less accumulated gmortisation (see below) and impairment losses (see accounting policy Impairment?) and is included in the other
acquired or other nan-acquired categary of intangible assets depending on its origin.

iii. Software development costs

Software applications and systems that are not an integral part of their host computer equipment are capitaiised on initial recognition as intangible assets at
cost. Cost comprises the purchase price plus directly attributable costs incurred on development of the asset to bring it into use. Following initial recognition,
software devefopment costs are carried ot cost less any accumuiated amortisation (See below) and accumuluted impairment losses (see accounting policy
'Impairment’} and are included in the other acquired or other non-acquired category of intangible assets depending on their arigin.

iv. Customer relationships and other acquired intangible assets

Customer relationships and other intangible assets that are acquired by the Group as part of a business combination are stated ot their fair value calcuiated by
reference to the net present value of future benefits aceruing to the Group from utilisation of the asset, discounted at an appropriate discount rate.

Expenditure on other internally generated intungible assets is recognised in the income statement as an expense as incurred.

v. Amortisution of intangible assets other than goodwill

Amortisation is charged to the income statement on a straight-tine basis {other than for customer relationships and order book, which are charged on a sum of
digits basis) over the estimated useful lives of the intangible assets. Amortisation commences from the date the intangible asset becomes available for use.
The estimated useful lives for:

« Capitalised development costs are the life of the intangible asset (usually a maximum of 17 years)

* Software development costs are the life of the intangible asset (up to 17 years)

+ Customer relationships are the life of the intangible asset (up to 17 years)

= Otherintangible assets (including order books, brands and software) are the life of the intangible asset (up to 10 years)

The Group splits its intangible assets between those orising on acquisitions and those which do not, because the amortisation of acquired intangibles is recognised
as on adjusting item in the income statement.
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Non-acquired
Acquired Other  Othernon-  intangibles Other
customer acquired dacquired under intangibte
Goodwill relationships**  intangibles**  intangibles* construction assets
Em £m £m £m Em £m
Cost
As at 1 January 2021 487.4 244.0 132.3 170.2 9.8 556.3
Exchange adjustments (14.7) (7.9 (5.2) (3.0 (0.8) (16.9)
Acquisitions 97.4 51.4 582 10%9.6
Additions 45 6.8 113
Trensfers from assets in the course of construction 6.9 (6.9} -
%‘:q_sols B _[e5) (3.8) (0.3)_ (6.4 (10.3)
As at 31 December 2021 569.6 283.9 185.0 172.2 89 650.0
Exchange adjustments 48.3 21.2 22.3 12.7 {0.7) 55.5
Acquisitions (Note 23) 1583.5 30.9 16.5 47.4
Additions 7.0 7.1 14,1
Transfers from assets in the course of construction 9.3 (9.3) -
Disposals (6.00 (6.0)
As at 31 December 2022 B 3 7714 336.0 2238 1952 60 7610
Amortisation
As at 1 January 2021 379 204.8 106.7 ?4.5 4060
Exchange adjustments 1.9 7.7 3.7y (0.9) (12.3)
Disposals (3.3 (C.3) (5.9 {(9.5)
Impairment charge 0.1 el
Amortisation for year ~ 10,5 4.5 16.2 31.2
As at 31 December 2021 36.0 204.3 107.2 104.0 - 4155
Exchange adjustments 1.7 14.0 11.5 5.8 1N
Acquisitions l_.___
Disposals (6.0) (| @&
impairment chorge 0.7 ] a7
Amortisation for year 17.2 12.3 18.5 =501
As at 31 December 2022 N - 37.7 235.5 1310 124.0 N A0S |
Net book value ot 31 December 2021 B } 5336 796 77.8 68.2 89 2345
Net book value at 31 December 2022 B | 7337 1005 92.8 71.2 &.0 Z705)

* Qther non-acquired intangibles includes capitalised development costs with a carrying value of £33.1m (2021: £34.5m) and capitalised software costs with a carrying

value of £38.1m (2021; £33.7m).

** An amount included in other acquired intangibles in prior period has been reclassified to acquired customer relaticnships as part of finalisction of provisional

accounting for Adaptas.



19 2 Mt plc Annual Report & Accounts 2022

11. Intangible assets (continued)

Goodwill impairment testing

Accounting policy

For the purpose of impairment testing, goadwill acquired in a business combination is, from the acquisition date, allocated to each of the Group's cash-generating
units {or groups of ‘CGUs"). The composition of CGUs reflects both the way in which cash inflows are generated and the internal reparting structure. Where our
businesses operate closely with each other we will continue to review whether they should be treated as a singte CGU. Each unit or group of units to which goodwill
i5 allocated represents the lowest level within the entity at which the goodwiliis monitored for internal management purposes and shall not be larger than an
aperating segment before aggregation.

Where goedwill forms part of a CGU and port of the operation within thot unit is dispesed of, the goodwill associoted with the operation disposed of is included in
the carrying amount of the operation when determining the gain or loss on disposal of the gperation. Goodwill disposed of in this circumstance is measured based
an the relative values of the operation disposed of and the portion of the CGU retained.

Impairment

The carrying values of the Group's non-financial assets other than inventories and deferred tax assets, are reviewed at each balance sheet date to determine
whether impairment indicators exist.

If indicators exists, the recoverable amount of the asset or all assets within its CGU is estimated. An impairment loss is recognised whenever the carrying amcunt
of an asset or its CGU unit exceeds its recoverable amount. Impairment losses are recognised in the income statement.

For goodwill and assets that are not yet available for use, the recoverable amount is evaluated at each balance sheet dote.

The recoverable amount of non-financigl assets is the greater of their fair value less costs to sell and value in use. In assessing value in use, an individual assessment
is made of the estimated future cosh flows generated for each CGU derived from the Group's long-term forecasts for the next five years. These are discounted

to their present vatue using o pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.
Management believe that this approach, including the use of the indefinite cash flow projection, is appropriate based upen both historical experience and because
it is one of the bases monagement utilise to evalvate the fair valve of investment opportunities. For on asset that does not generate largely independent cash
inflows, the recoverable amount is determined for the smallest cash generating unit to which the asset belongs.

Reversals of impairment

Impairments of goodwill are non-reversible. In respect of other assets, an impairment loss is reversed if at the balance sheet date there are indications thot the loss
has decreased or no longer exists following o change in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent
that the asset's carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss
had been recognised,
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The Group hes 12 (2021:13) cash generating units to which geodwill is allocated.

The recoverable amount of a CGU is the higher of its fair value less costs to sell
and its value in use. Volue in use is determined using cash flow projections from
financial budgets, forecasts and plans approved by the Board covering a five-year
period and include a terminal value multiple. The projected cash flows reflect the
lotest expectation of demand for products and services, including consideration
of the future impacts of climate change which is considered as part of the Group's
five-yeor strategic planning process.

The key assumptions in these calculations are the long-term growth rates and the
discount rates applied to forecast cash flows in addition to the achievement of the
forecasts themselves. Long-term growth rates are based on long-term economic
forecasts for growth in the manufacturing sector in the geographical regions in
which the cash generating unit operates. Pre-tax discount rates specific to each
cash generating unit are calculated by adjusting country and region-specific post-
tox weighted average cost of capital ('WACC') for specific country risk premium,
the Group's size risk premium and tax rate relevant te the jurisdiction in which the
cash flows are generated.

This exercise resulted in the use of the foilowing ranges of values for the key
assumptions:

For the purpose of assessing the significance of CGUs, the Group uses a threshold
of 10% of the total goodwill balance. The recoverable amount of the CGUs is
determined from a value in use calculation and the key assumptions used in this
calculation are the discount rate, growth rate and cperating cash flows. These
estimates are determined using the methedology discussed above and for those
CGUs considered to be significant; outlined in the table below:

2022 2021

% K

Discount rate 88-133| 73-112
Long-term growth rate 12-20 15-20

2022 Goodwill Discount  Growth
rate rate
£m % %
CGU
IM| Precision - Fluid OEM* 2089 10.3 2.0
IMI Critical - Petrachermical & Isolation 117.4 10,0 2.0
IMI Criticad ~ Cantrol Valves 29.6 13.3 20
2021
cGu
[MI Critical - Petrochemical & (sclation 110.6 ioe 20
IMI Critical - Control Valves 35.9 108 20
IMI Precision Americas — Fluid Technologies 59.0 10.% 1.7

* IMI Precision Fluid OEM CGU is a new group of CGUs jn the current veer that
combines IM] Precision Americas - Fluid Technologies, IM| Precision EMEA -
Fluid Technologies and Adaptas.

The goodwill balance of Heatmiser UK Ltd of £102.2m has not been included in
the 2022 analysis above due te provisional accounting used for the purchase price
allocation.

The carrying amount of Goodwill allocated to CGUs deemed to be nen-significant
is £307.8m (2021: £268.1m).

Sensitivity to changes in assumptions

The key estimates reflect the combination of assumptions used, including the long-
term growth rates and the discount rate applied to forecast cash flows in addition
to the achievement of the forecasts themsalves.

The Directors do not consider that any reasonably possible changes 1o the key
assumptions would cause the carrying amount to exceed the recoverabie amount
of the CGU.

The aggregate crmeunt of goodwill arising from acquisitions prior to 1 January 2004
which had been deducted from the profit and loss reserves and incorporated into
the IFRS transitional balance sheet as at 1 January 2004, armounted to £364m.

The cumulative impairment recognised in relation to goodwill is £41m (2021; £41m).
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12. Property, plant and equipment

This note details the physical assets used by the Group to generate revenues and profits, in addition to those disclosed in Note 13 'Leases’ These assets include
manufacturing, distribution and office sites, and equipment used in the manufacture of the Group's products. The cost of these ussets represents the amount initially
paid for them.

Accounting policy
Freehold tand and assets in the course of construction are not depreciated.
Items of property, plant and equipment are stated at cost less accumulated depreciation (see below) and impairment losses (see Note 11).

Where an item of property, plant and equipment comprises major components having different usefui lives, they are accounted for as separate items of property,
plant and equipment. Costs in respect of tooling owned by the Group for clearly identifiable new products are capitalised net of any contribution received from
customers and are included in plant and equipment.

Depreciation is charged to the income statement, from the date the asset is brought in to use, on g straight-line basis (unless such a basis is not aligned with the
anticipated benefit) so as to write down the cost of ossets to residual values over the period of their estimated useful lives within the following ranges:

» Freehold buildings - 25 to 50 years
« Plant and equipment - 3 to 20 years
Assets in the course of construction comprise assets which are not currently ready to be broughtin to use, Assets under construction ore not depreciated.

If there has been a technological change or decline in business performance the directors review the value of the assets to ensure they have not fallen below their
depreciated value. If an asset's value falls below its depreciated value, o ane-off impairment charge is made egainst profit.

Assetsin the

Lond & Plant & course of
buildings equipment  construction Total
£m £m £m £m
Cost
As at 1 January 2021 1894 £98.2 169 9047
Exchange adjustments (5.6} (27.3) (1.4) (34.3)
Acquisitions (Note 23} 4,1 5.0 0.5 9.6
Additions 11 20.6 245 446.2
Transfers from assets in the course of canstruction 18 121 {13.9} -
Disposals {4.3) (33.9) {38.2)
patn Dby 07 . T T T T T umr emy e 4w
Exchange adjustments 8.7 543.9 (0.4) 52.2
Acquisitions (Note 23) 2.9 1.8 0.2 4.9
Additions 3.6 23.7 29.9 57.2
Transfers from assets in the course of construction 0.8 244 {25.2) -
Disposals (4.3) (32.8) (0.1) (37.2)
O . SO % A R TN
Depreciation
As at 1 January 2021 7.0 5417 638.7
Exchange adjustments (0.4} (28.3} {28.9)
Disposals (2.6) (32.3) (34.9)
Impairment charge 31 2.3 5.4
Depreciation 3.7 363 40.0
RsctdDecomberzozi T T T T T 7 g Ewr - exmd
Exchange adjustments 3.6 3558 39.2
Disposals (2.1) (30.5) (32.6)
Reversal of impairment (1.9 1.0) 2.9
Depreciation 4.7 37.2 41,9
Asat 31 December2022 T T T T 7T 7T 7T 7T 1049 5610 - 6659
NBVai3lDecember2020 T T T T m T T Bedl 1550 266 3677
NBV at 31 December 2022 T 7 777 935 1747 310 2992

A reversal of impairment £2.9m occurred during the year (2021: an impairment charge of £5.4m}, The recoverable armount of these assets has been determined using
their fair value less costs to sell, estimated by both internal and external valuation specialists.

Group contracts in respect of future capital expenditure which had been placed at the balance sheet date amounted to £3.7m (2021: £3.4m).
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13. Leases

Accounting poficy

The Group feases various properties, plant, equipment and cars. Rental contracts are negotiated individually and have a range of initiol terms and may have
extension options. The lease agreements do not impose cny covenants, but leased assets may not be used as security for borrowing purposes.

Leases are recognised as a right-of-use asset and a corresponding fiability at the date at which the leased asset is available for use by the Group. Each lease
poymenit is allocated between the ligbility and finance cost. The finance cost is charged te the income statement over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the figbility for each period. The right-of-use asset is depreciated over the shorter of the asset's useful life

and the legse term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the net present value of:
i. fixed payments iess any lease incentives receivable;

ii. varigble lease payments that ore based on an index or a rate;

iii. amounts expected to be payable by the Group under residual value guarantees;

iv. the exercise price of a purchase option if the Group is reasonably certain to exercise that option; and

v.  payments of penolties for terminating the lease, if the fease term reflects the Group exercising that option,

The lease payments dre discounted using the interest rate implicit in the lease. If that rate cannct be determined, the entity's incremental borrowing rate is used,
being the rate that the entity would have to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with similar
terms and conditions.

Right-of-use assets are measured ot cost comprising:

i.  the amount of the initial measurement of Yease tiability;

i, anylease payments made at or before the cormmencement date less any lease incentives received; and
iii. restoration costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an expense in profit or loss. Short-term
leases are leases with a lease term of 12 months or less. Low-value assets comprise |T-equipment and small items of office furniture.

Extension and termination options - Extension ond termination options are included in a number of property and equipment leases across the Group. These terms
are used to maximise operational flexibility in terms of managing contracts. The majority of extension and termination options held are exercisable only by the
Group and not by the respective lessor,

Critical judgement

In determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise on extension option, or not
exercise a termination eption. Extension aptions {or pericds after termination options) are only included in the lease term if the lease is reasonably certain to be
extended (or not terminated). Potential future cash outflows of £nil have not been included in the lease liability because it is not reasenably certain that the leases
will be extended (or not terminated).

The assessment is reviewed if a significant event or a significant change in circumstances occurs which affects this assessment ond that is within the control of
the Graup. During the current fincncial yeer, the finoncic) effect of revising lease terms to reflect the effect of exercising extension and terminotion options was an
increase in recognised lease liabilities and right-of-use assets of £8.3m (2021: £11.0m3.
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Set out below are the carrying amounts of right-of-use assets recognised and the movements during the period:
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Land & Plapt &
buildings equipment Totol
Em £m Em
As at 1 January 2021 72.6 13.0 85.6
Additions 149 5.0 19.9
Acquisitions 38 0.1 3.9
Extensions 12.4 Q7 13.1
Payment changes Q.5 0.1 0.6
Termingtions (1.5 {0.4) (1.9
Depreciation expense (209 (7.4) (28.3)
Exchange (0.9) (0.5) (1.4}
Asat3lDecember2021 - T T T T T T T T T T T T T ss | _i6s | eis
Additions 27.9 7.3 35.2
Acquisitions - 0.1 0.1
Extensions 8.0 1.0 2.0
Payment changes 1.6 0.2 1.8
Terminations (0.5) 0.2) 0.7
Impoirment (0.6) - (0.6)
Depreciation expense (25.0) {7.3) (32.3)
Exchange ) - B 25 65 30
As at 31 December 2022 - o - = - = B B T 948 122 107.0
Set out below are the carrying amounts of lease liabilities and the movements during the period:
Land & Plant &
buildings equipment Total
£m £m £m
As ot 1 January 2021 75.5 128 833
Additions 14.6 51 19.7
Acquisitions 38 01 3.9
Extensions 121 0.7 12.8
Payrnent changes (0.8 o1 0.7
Terminations (1.5) 0.3 {1.8)
Accretion of interest 2.6 0.2 2.8
Payments (22.3) 7.7 (30.0)
Exchange (0.8} G.3) (1.1}
As ot 31 December 2021~~~ T — oo o T g2 107 939
Additions 23.7 7.3 310
Acquisitions - 0.1 0.1
Extensions 8.1 1.0 9.1
Pgyment changes 1.7 0.2 1.9
Terminations (0.5) (0.2) 0.n
Accretion of interest 26 0.2 2.8
Payments (27.2) 7.9 (35.1)
Exchange L ) . ) 22 0.5 2.7
Asat 31 December 2022 T T T - T T T 7T 7T Teas 119 1057
Current 20.0 5.8 258
Non-current 73.8 6.1 79.9
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The following are the amounts recognised in the income staterment:
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2022 2021

£m £m
Depreciation expense of right-of-use assets (32.3) (28.3)
Interest expense on lease liahilities ) (2.8) . _(287)
Total amount recognised in profit or loss (35.1) (21.1)

Practical expedients applied
The Group has used the following practical expedients permitted by the standard:

I. the use of a single discount rate te a portfolio of leases with reasonably similar characteristics

No practical expedient has been applied in relation to short-term leoses and low value assets and is not expected to be used in subsequent pericds.

Future cash outflows that the Group is potentially exposed to in relation to the measurernent of lease liabilities which have nat been reflected is £nil (2021: £nil).
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14. Retirement benefits

Accounting policy
i. Defined contribution ('DC") pension pilans

Arrangements where the employer pays fixed contributions into an externol fund on behalf of the employee {who is responsible for making the investment decision
and therefore assumes the risks and rewards of fund performance). Contributions to defined contribution pension plans are recognised as an expense in the
income staternent as incurred.

ii. Pefined benefit ('DB") pension plans

A defined benefit pension plan is a pension arrangement in which the employer promises a specified annual benefit on retirement that is pre-determined by a
formula based on the employee's earnings history, tenure of service and age, rather than depending directly on individual investment returns. in some cases, this
benefit is paid as a lump sum on leaving the Company or while in the service of the Company rather than as a pension. The Group underwrites one or more risks in
meeting these obligotions and therefore any net liabifity or surplus in these arrangements is shown on the Group balance sheet.

The Group's net obligation in respect of defined benefit pension plans is calculated separately for each plan by estimating the amount of future benefit that
employees have earned in return for their service in the current and prior periods; that benefit is discounted to deterrnine its present value, and the foir value of any
plan assets are deducted. Past service costs are recognised in profit or loss on the earlier of the date of the plan amendment or curtailment, and the date that the
Group recognises restructuring-related costs. The discount rate is the yield at the balance sheet date on high quality corporate bonds of the appropriate currency
that have durations approximating those of the Group's obligations. The calculation is performed by a qualified octuary using the projected unit credit methed.

At each year end the Company and the lecal actuaries consider whether the plans are affected by the asset ceiling requirements. When the calculation results in

a net asset to the Group, the recognised asset is imited to the present vafue of any future refunds from the plan or reductions in future contributions to the plan
and restricted by any relevant asset ceiling. Any deduction made by the tax avthorities in the event of a refund of o surplus would be regarded by the Group as an
incorne tax.

When the benefits of d plan are improved, the expense is recognised immediately in the income statement. Re-measurement gains and losses are recognised
immediately in equity and disclosed in the statement of comprehensive income.

iii. Long-term service and other post-employment benefits

The Group's net obligation in respect of long-term service and other post-employment benefits, other than pension plans, is the amaunt of future benefit that
employees have earned in return for their service in the current and prior pericds. The obligation is calculated using the projected unit credit method and is
discounted to its present value and the fair volue of any related assets is deducted. The discount rate is the yield at the balance sheet date on high quality bonds
of the appropriate currency that have durations approximating those of the Group’s obligations.

Key source of estimation uncertainty

Key source of estimation uncertainty -The present value of the Group's defined benefit pension plans ond other post-emplayment benefits are determined
using octuorial valuations. An actuarial valuation involves meking various assumptions that may differ from actual developments in the future. These include
the determination of the discount rate, inflation, future salory increases, mortality rates and future pension increases. The assumptions used and analysis of
their sensitivity is set out below. Due to the complexity of the vaiuation and its long-term nature, o defined berefit obligation is highly sensitive to changes in
these assumptions.
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Summary information
Net pension deficit: £18.9m (2021: surplus of £62.5m)

The assets and liabilities of the defined benefit schemes are aggregated, recognised in the consclidated balance sheet and shown within nen-current liabilities or in
non-current assets if a scheme is in surplus ond it is deemed recoverable.

Number of DB arrangements: 70 (2021: 70)

There has been no change to the nurnber ot schemes during the year.

The following table shows a summary of the gecgraphical profile of the Group's defined benefit schemes:

Net surplus/
Quantity Quantity Assets Liabilities (deficit)
2022 2021 £€m Em £m
Australia 3 3 e (0.4) (0.4)
Austrig 6 6 : (2.4); (2.4)
France 3 3 0.2 (0.9) (0.7}
Germany 30 30 7.0 : (42.8); (35.8)
India 6 <] i (1.2); (1.2)
Italy [ & ! 2.2)" .2
Mexico 5 5 . 0.8)" (0.8)
Spain 2 2 1‘
Switzerland 5| 5 7505 (7390 0.1
UAE 1 1 B (1.3) 1.3
us* 2 2 d (2.6} (2.6
UK 1 1 3253 | (2969 28.4
- _" o I 70 4065~ (425.4) (18.9)

* The US deficit above excludes £1.8m of assets relating te unqualified plans classified as investments {see Note 17).

As at 31 Decernber 2022, the Group has recegnised a net defined benefit surplus of £28.4m (2021: £12%.0m) for the UK Deferred Fund. No asset ceiling has been
applied te the net surplus recognised since the Group has an unconditional right to a refund of surplus assets following the settlement of the liabilities.

The Group provides pension benefits through a mixture of funded and unfunded DB and BC arrangements. Assessments of the obligations of the defined benefit plans
are carried out by actuaries, based on the projected unit credit method. A historical split of the types of defined benefit schemes in cperation is as follows:

* Final salary scheme: The pension available to a member in a final salary

% % darrangement will be a proportion of the member's salary at or around their
Qry Assets of total Liabilities of total retirerment date. This proportion wilt be determined by the member's length
Type of scheme No. £m assets £m liabilities of pensicnable service, their accrual rote and any particuler circumstances
2022 under which the member retires (for example early ill-health retirement).
Final salary* 25 3259 79% (333.6) 78% ** Cash balance: A cash balance scherme is a form of defined benefit pension
Cash balance* 12 79.1 19% {76.3) 18% under which the member has the right te a gefined lump sum on retirement
Jubilee Awards*** 14 - 0% 2.7 1% rather than a defined amount of pension receivable. For example a cash
Other 19 7.2 2% (12.8) 3% halance plan may have minimum or guaranteed rates of return on pension
Total o 70 4122 100% (6425.4) 100% contributions. The amount of pension to which that lump sum may be
Asset ceiling G converted .is determined by the annuity rates prevailing at the time
Revised ossets 406.5 of conversion.
*** Jubilee Awards: Jubilee plans provide for cash award payments which are
2021 .

. . based on completed lengths of service. These payments are often made on
Final salary 25 6325 88% (549.2) B4% cessation of service with the compony, subject to a minimum period of service.
Cash balance™* 12 80.6 11% (87.1) 13%

Jubilee Awards™™ 14 - 0% (3.0} 0%
Other 19 6.6 1% (17.9) 3%

Total 70 719.7 100% (657.2)  100%
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14, Retirement benefits (continued)

Asset profile of schemes

The following table sets out the profile of the overall gssets of the schemes (to
give an indication of their risk profile), the comparative amounts of the funded
and unfunded defined benefit liabilities (' DBOs') and & split of the balance sheet
impact between schemes with a net pension surpius and a net pension deficit.

2022 2021

£m £m

Quoted equities 4.7 278
Guoted bonds o 7 233 256.8
Total quoted assets 48.0 ° 284.6
Unguoted equities 103.3 ‘ 120.8
Insurance policies* 272.0 254.7
Property 19.5 20.0
Other** ) ) (370.6) 39.6
Total Lfnquoted assets 364._2 4735.1
Fair valve of assets 412.2 719.7
Restriction due to asset ceiling (5.7)‘ -

DBOs for funded schemes {378.3) (598.1)

DBOs for unfunded schemes (47.1) (59.1)
Surplus/(deficit) for DBOs (18.9) 62.5

Schemes in net pension deficit (47.4) (66.5)
Schemes in pet pension surplus 28.5 129.0

* The value of the insurance policies match the value of the IAS 19
liabilities insured.

** 'Other' assets primarily consists of cash, currency swaps end UK cormmercial
real estate debt.

The overseas dssets of £86.9m (2021 £87.8m) comprise equities of £24.7m (2021
£27.8m), bonds of £21.0m (2021: £20.2m), insurance of £7.5m {2021: £4.1m),
property of £1%2.5m (2021: £19.2m)} and other assets of £14.2m (2021: £16.5m).
This excludes the impoct of the restriction due to the asset ceiling of £5.7m (2021:
Enil) associated with schemes in Switzerlend and Germany.

Funded: The magjority of the Group defined benefit and other post-employment
benefit arrangements are funded, which means they are linked to specific plan
assets that have been segregated in a trust or foundation.

Unfunded: Plans that are not funded are those that are not backed by segregated
assets. Thesa include same pension plans but alsa a number of other lang-term
arrgngements for the benefit of our employees, with benefits payable while they
are employed by the Group but more than 12 months after the related service

is rendered. Actuarial gains ond losses on other long-term arrangements are
recognised in the income statement in the period in which they arise,

Average duration by geography

The following table shows the weighted average number of years (or duration}
over which pension benefits are expected to be paid.

Location 2022 2021
UK 15.4 ‘ 21.7
Switzerlond 14.1 16.8
us 51 55

Eurozone 119 14.6

The UK Funds

The United Kingdom constitutes 70% (2021; 77%) of total defined benefit
liabilities and 80% (2021: 88%) of total defined benefit assets. Historically, the IMI
Pension Fund offered final salary benefits to UK employees until it closed to new
entrants in 2005 and to future accrual en 31 December 2010. In December 2014,
winding-up procedures commenced ond those members who were not eligible

or did not take up the offer of a single cash lump sum transferred to one of two
new Funds {IMI 2014 Pensioner Fund or the IM! 2014 Deferred Fund - 'the UK
Funds"). Ongoing pension benefits in the UK dare provided vig the Trustee's defined
contribution plan - The IMI Retirement Savings Plan. All UK pension assets are run
on behalf of the Trustee by the Board of the IMI Cammon Investment Fund.

Liability management

During 2022, the Group completed an insurance buy-in exercise for the remaining
uninsured members. The Trustees agreed to defer part of the premium owed to
the insurance company for this buy-in and the outstanding amount is expected
to be paid over the next 5 years. The present value of the deferred premium has
been deducted from the total asset value for the current year. Consistent with
the accounting treatment of previous buy-in transactions, the impact has been
recognised in the other comprehensive income statement.

During 2021, the Group completed a bulk insurance buy-in exercise in relation to
certain members of the UK Deferred Fund. The difference between the value of
the liabilities insured and the cost of the premium to insure them of £26.4m was
recognised as a loss in other cormprehensive incorme,

Contributions

The March 2021 Valuation was completed in December 2021 and the Funds'
Actuary certified that no deficit funding contributions would be required over and
above the projected investment returns and the scheduled payments, of £7.0m
per annum, due from the Scottish Limited Partnerships until the earlier of full
funding of the UK Deferred Fund or 2030.

During 2022, the Group ceased contributions Lo the Scottish Limited Partnership
as the UK Deferred Fund is fully funded. The final payment of £3.5m for 2021 was
made in February 2022.
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Spedﬁc effect on the ﬂn(] nCiGl statements The table below reconciles the movement in the UK and overseas net defined
benefit {obligation)/surplus between 1 January 2022 and 31 December 2022,

The corresponding entries for increases and decreases in the net pension deficit
reported in the balonce sheet are reflected as follows:

i. Cash flow statement: When the Group makes cash contributions to fund UK Overseas Total
the pension deficit/surplus they are reflected in the cash flow statement and Em £m Em
reduce the net deficit/increase the net surplus. Net defined benefit surplus/{obligation)

ii. Income statement: Movements in the overall net pension deficit/surplus are ot 1 January 2022 129.0 (&6.5) 62.5
recognised in the income statement when they relate to changes in the overall Movement recognised in:
pensicn promise, due to either an additional pericd of service (known as 'current Income statement 23 €6.0) 3.7
service cost'), changes to pension terms in the scheme rules (known as ‘past ocl (102.9) 20.2 82.7)
service cost’), or closure of all or part of a scheme (known as settlements and Cash flow statement _ 8.2 8.2
curtailments). The interest charge/income on the net deficit/surplus position is i )

} . A Exchange movements - (3.2) (3.2)

clso recognised in the income statement, _ e — —
L. ) . Net defined benefit surplus/(obligation)

iii. Other comprehensive income (OCIl): Movements in the overall net pension at 31 Decermnber 2022 28.4 (47.3) (18.9)

deficit/surplus are recognised through OCI when they relate to changes in
actuarial assumptions or the difference (‘experience gain or loss’) between
previous assumptions and actual results.

Risks faced by the schemes

The main risks that the Group face in respect of the UK Deferred Fund, which makes up 70% of the Group's liabilities, are:

Risk Description/mitigation

Interest rate risk Under IAS 19, the discount rate should be set with reference to the vield on high quality corporate bonds (typically taken to mean those
rated AA) of term opprepriate to the duration of the liabilities.

A decrease in corporate bend yields and therefore the resulting discount rate, leads to ¢ higher value being placed on the pension liabilities.

The Trustees' investment strategy for the UK Deferred Fund includes investing in liability-driven investments and bonds whose values
increase with decreases in interest rates. The Trustees have o target to hedge 100% of interest rate risk. The Trustee's investrment managers
measure and moniter the hedging arrangements in place and the latest performance report shows this target is being met.

Note that the Scheme hedges interest rate risk on a scheme funding basis (relative to gilts) whereas AA corporate bonds are implicit in the
JAS 19 discount rate and so there is some mismatching risk to the Group should yields on gilts and corporate bonds diverge. The Scheme's
exposure to corporate bonds mitigates this risk to some extent.

In the UK Deferred Fund, o large proportion of the benefits are linked to inflation. Therefore, an increase in inflation would lead to higher
benefits being paid than expected.

inflation risk

To mitigate this risk, the UK Deferred Fund aims to hedge 100% of the Fund's liabilities against inflation risk. The Trustee's investment
managers measure and monitor the hedging arrangements in place and the latest performance report shows this target is being met.

oy .
Investment risk . The UK Deferred Fund helds investments in asset classes, such as private equity and property, which have volatile market values. These
' assets are expected to provide better returns than Government bonds over the long-term. However, the short-term volatility can cause

| edditional funding te be required, if a deficit ernerges. As these investments make up around 27% of the total assets, the risk to the Group

| is relatively small.

Mortuality risk The majority of the plans' obligations are to provide benefits for the life of each retired member and his/her spouse, s¢ increases in life
expectancy result in an increase in the plans’ liabilities.

Anincrecse of one year in life expectancy for the UK Deferred Fund would act to increase liabilities by c.£10.4m.

The Group has an objective to insure benefits as members retire in order to reduce mortality risk.
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Cash flow impacts
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2022 2021
UK Overseas Total UK Overseas Total
£m £m £m Em £m £m
Amounts from employees - 2.3 2.3 - 2.2 2.2
Amounts from employers 3.5 2.9 6.4 7.0 2.7 ?7
Benefits and settlements paid directly by the Group - 5.3 5.3 - 4.1 4.1
Total 3.5 10.5 14.0 7.0 9.0 16.0

The expected contributions to the DB arrangements in 2023 ore £2.9m of normal employer contributions and £2.4m of normal employee contributions, both in relation

to overseas pensicn funds.

Other comprehensive income

Movements in pension assets and liabilities that arise during the year from changes in actuarial assumptions, or because actual experience is different from the

actuarial assumptions, are recognised in equity via other comprehensive income. These movements are analysed below:

2022 2021

Overseas Overseas Overseas Cverseas

post non-post | post non-post
UK employment employment Totat | UK  employment employment Total
£m £m £m £m ‘ £m £m £m £m
Change in discount rate 203.9 26.0 229.9 499 8.0 57.9

Change in inflation 2.2 9.3 115 (16.0) - (16.0>

Change in other assumptions 2.3 - 2.3 5.4 3.2 8.4
Actuarial experience - Liabilities (2.1) (1.2) (3.3); 34 14 50
Asset experience (309.2) 8.5 ) (31:77) 80 7.4 15.4
Actuarial (losses)/gains in the year T T 09 25.6 (77.3) 50.9 200 709
Change in the asset ceiling (5.4) (5.4), -
Exchange (losses)/gains {2.8) (0.4) (3.2) 4.0 0.3 4.3
(Losses)/gains recognised through equity (102.9} 17.4 0.4) (85.9) 509 24.0 a3 75.2

IMI takes advice from actuaries regarding the appropriateness of the assumptions used to determine the present value of the defined benefit obligations. These
assumptions include the discount rate applied to the assets and liobilities, the life expectancy of the members, their expected salary and pension increases and inflation.
The assumptions used for this purpose in these financial statements are summarised below:

Weighted Averages
31 Dec 2022 31 Dec 2021 31 Dec 2020
UK* Overseas UK Overseas UK Overseas
% pa % pa % pa % pa % pa % pa
|

Inflation — RPI 3.4 n/a | 3.4 n/a 31 n/a
Inflation — CPI {pre-2030) 2.4 1.5 2.4 13 21 13
Inflation — CPI (post-2030) 3.4 1.5 34 13 31 13
Discount rate 4.8 3.0 ) 19 08 14 0.4
Expected solary increases n/a 18 nfa 1.7 n/a 1.6
Rate of pensicn incredses 33 05 33 0.7 31 0.7

" Assumptions based on 31 December 2022 market conditions and based on the weighted average of various buy-in policy assumptions.

** Assumptions based on 31 December 2021 UK market conditions excluding buy-ins.
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2022 2021 2020
Years Years Years
Life expectancy (IM! Pension Fund only)***
Current male pensioners 21.5 218 218
Current female pensioners 239 24.1 24,6
Future male pensicners 228 231 23.5
Future female pensioners 25.4 25.6 264

*** Life expectoncies are based on members with a pension size of £5k-£20k for male members and £1k-£8k for female members.

The mortality assumptions used for the UK Funds above reflect its scheme specific experience, together with an allowance for improvermnents over time. The experience
was reviewed as part of the formal triennial actoarial valuation carried out g5 at 31 March 2021. The assumptions used as at 31 December 2022 hove been based on the
results of this review, with the allowance for improvements over time updated to reflect the iatest dota available.

The table below illustrates how the UK Funds' net pension surplus would decrease The table below shows how the net pension deficit for IMI's non-UK plans would

{excluding the impact of inflation rate ond interest rate hedging), as at 31 December increase, in the event of the following reascnable changes in the key

2022, in the event of the following reasonable changes in the key assumptions above.  assumptions above.

UK 2022 2021 Non-UK 2022 J 2021
£m £m £m £m

T

Discount rate 0.1% pa lower™ 5.0 11.0 Discount rate 0.1% pa lower 1.4 { 2.5

Inflation-linked pension increases 0.1% pa higher 4.0 0.0 Salary increases 0.1% higher 0.3 | 03

increose of one year in life expectancy from cge 65 10.0 18.0 Increase of one year in life expectancy at age 65 2.7 4.2

10% fall in non-bond-like assets** 11.0 37.0

* Due to the volatility of the discount rate year on year, sensitivities using a
percentage of 0.1% dre shown to provide the users of the accounts the ability
to adjust the sensitivities as they consider necessary.

**Fund assets excluding cash, bonds and insurance policies.

in each case all other assumptions are unchanged.

Income statement

In accordance with I1AS 19, pension costs recorded through the income statemeant primarily represent the increase in the DBO based on employee service during the
year and the interest on the net liability or surplus for DBOs in respect of employee service in previous years. The table below shows the cost reported in the income
statement in respect of pension obligations (excluding defined benefit contributions):

2022 2021
Qverseas Qverseas Cverseas Overseas
post non-post post non-post
UK employment employment Total UK  employment employment Total
£m £m £m £m £m £m £m £m
Current service cost 4.5 0.8 53 5.1 0.8 59
Settlement/curtailment gain - (0.4) 0.4)
Recegnition of gains (0.1) (0.1) ? -
Pension expense/(income) - operating costs B B - 4.5 07 5.2 | {0.4) 5.1 0.8 5.5
Interest on DBO 9.2 1.1 0.1 104 : 9.0 0.6 0.1 9.7
Interest on assets (11.5) (0.4) (11.9) (10.6) 0.1 (10.7)

Interest (income)/expense - finoncing costs (2.3) 07 0.1 (L5) {1.6) 0.5 0.1 (L.0)
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14. Retirement benefits (continued)

Overall reconciliation of changes in the net (liability)/surplus for DBOs

2022 2021
Net DB Net DB
Asset asset/ asset/
DBO Assets ceiling (iability) DBO Assets (liability)
£m £m £m £m £m £m £m
Brought forward at start of year (657.2) 719.7 - 62.5 (740.8) 7188 (220
Income statement (charges)/credits - -
Current service cost {5.3) (5.3) (5.9) (5.9)
Settlements 1.2 (1.2) 253 (24.9) 0.4
Net interest (cost)/income on net DB (liability)/asset {10.4) 11.9 1.5 (9.7) 10.7 1.0
Immediate recognition of gains/{losses) -
other long-term benefits 0.1 0.1 ~ -
Total charged to income statement (14.4) 10.7 - (3.7) 2.7 (142 (4.5}
Remeasurements recognised in other
compr:ffl_‘l_si\(g_inc:_ome
Actuarial (loss)/gain due to actuarial experience {3.3) (3.3) 50 50
Actuarial gain due to financial assumptien changes 241.6 241.6 419 419
Actuaridl gain due to demographic assumption changes 2.2 2.2 8.6 8.6
Return on plan assets” less than discount rate (317.8) (317.8) 15.4 15.4
Change in osset ceiling L (5.4) (5.4) -
Total remeasurements recognised in other
comprehensjyj jpicgwn'\’gi e B 2405 (317.8) {5.4) {82.7) 55,5 15.4 70.9
Cash flows in the year
Employer contributions 2.9 2.9 9.7 9.7
Employee contributions (2.3) 23 - (2.2) 2.2 -
Benefits paid directly by the Company 5.3 5.3 4.1 4.1
Benefits paid from plan assets 13.6 ) (1737.175)77 o 10.8 (10.8) -
Net cosh inflow/{outflow) 166 (8.4) - 8.2 J 12.7 1.1 13.8
Other movements , B
Changes in exchange rates {10.9) 8.0 ¢0.3) (3.2) : §7 o (14)_ 4.3
Total other movements (10.9) 8.0 {0.3) (3.2) 5.7 ) (1.4) ) 4.3 i
Carried forward at end of year {425.4) 412.2 (5.7) (18.9) {(657.2) 719.7 62.5

* Net of management costs.
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15. Inventories

Accounting policy

Inventories are valued at the lower of cost and net realisable value. Due to the varying nature of the Group's operations, both first in, first out and weighted average

methodologies are employed, In respect of work in progress and finished goods, cost includes all direct costs of production and the appropriate propertion of

production overheads.

The Group sells a wide range of highly technical products and whilst they are designed and engineered to o high degree of precision and to customer specifications,
there is a risk of products requiring medification, which can lead to excess or obsolete inventory. The amount of inventory provision recognised is disclosed below:

Inventories
2022 2021
£m £m
Raw materials and consumables 1690 1354
Work in progress 136.7 107.0
F'\r_\ished goods o B 110.6 928
- . B 416.3 335.2
Inventories are stated after:
52.5 46.2

Allowance for impairment

In 2022, the cost of inventories recognised as an expense (being segmental cost of sales) amounted to £1,112.1m (2021: £1,004.6m),

In 2022, the write-down of inventories to net realisable value amounted to £0.1m (2021: £0.4m). The reversal of write-downs amounted to £nil {2021: £nil).
Write-downs and reversals in both years relate to ongoing assessments of inventory obsolescence, excess inventory helding and inventery resale values across all

of the Group's businesses.
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16. Trade and other receivables

Accounting policy

The recoverable amount of the Group’s receivables other than financial assats held ot foir velue is colculoted as the present value of expected future cash flows,
discounted at the original effective interest rate inherent in the asset. Receivables with @ short duration of less than one year are not discounted.

The expected credit loss is calculated based on the ageing of individual customers receivables, giving consideration to the geographical location in which they operate,
histerical collectability and the custorner's financial position, where this information is known.

Trade and other receivables

2022 . 2021
£m £m
Current
Trade receivables 368.5 325.4
Prepayments* 23.6 29.8
Accrued income™ 2.3 03
Other receivables 20.5 58.7
484.9 4140
Receivables are stated after:
Allowance for impairment 16.4 15.7

* ‘Prepayments’ and 'Accrued income' are now disclosed separately given their
quantum. Prior period comparotives have been re-presented.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to
@ financial instrument fails to meet its contractual obligations, and arises principally
from the Group's receivables from customers, cash and cash equivalents held by

the Group's banks and other financial assets. At the end of 2022 these totalled
£526.1m (2021: £446.0m).

Managing credit risk arising from customers

The Group's exposure to credit risk is influenced mainly by the individual
characteristics of each customer. The demographics of the Group's customer base,
including the default risk of the industry and country in which customers operate,
have less of an influence on credit risk. Qur largest single customer accounted for
2% of our 2022 revenues (2021: 3%).

Geographically there is no unusual concentration of credit risk. The Group's contract
approval procedure ensures that large contracts are signed off ot executive director
level at which time the risk profile of the contract, including potentici credit and
foreign exchange risks, is reviewed. Credit risk is minimised through due diligence an
potential customers, appropriate ¢redit limits, cash flow managerment and the use
of documentery credits where appropriate.

Exposure to credit risk in respect of trade receivables

Carrying ameunt

2022 2021

£m £m

UK 18.1 12.9
Germany 33.0 249
Rest of Europe 98.3 83.3
usa 75.7 | 62.5
Asia Pacific 95.6 . 93.4
Rest of World o 47.8 | 48.4
368.5 | 325.4

The maximum exposure to credit risk for trade receivables at the reporting date by
segment was as follows:

Carrying amount

2022 2021
£Em £m
IMI Precision Engineering 1464.2 | 128.3
IMI Critical Engineering 147.1° 1538
IMI Hydronic I_Enginefaring B 57.2 433
368.5 | 325.4
Impairment provisions for trade receivables
The ageing of trade receivables at the reporting date was:
|
2022 ‘ 2021
Gross Impairment Gross  Impairment
Em £m £m £m
Not past due 317.0 (0.1) 2858 (0.3)
Past due 1-30 days 30.7 0.9) 245 (1.0)
Past due 31-90 days 14.4 0.9 9.2 (1.1
Past due over 90 days 22.8 (14.5) - 216 (13.3)
Total 384.9 (lb.ﬁ)i 3411 (15.7)

The net movement in the allowance for impairment in respect of trade receivables
during the year was os follows:

022 2021
£m £m
Net balance at 1 January 15.7 19.5
Acquisitions 0.4) (G.1)
Utilised during the year 2.0 3.0)
Charged to the incorme statement 0.1) 17
Released (1.6) (1.3
Exchange 0.8 (LD
Netbalance at 31 December 16.4 15.7

Muanoging credit risk arising from counterpaorties

A group of relationship banks provides the bulk of the banking services, with
pre-approved credit limits set for each institution. Financiol derivatives are
entered into with these core banks and the credit exposure tc these instruments
is included when considering the credit exposure to the counterparties, At the end
of 2022, credit exposure including cash deposited did not exceed £16.0m with any
single institution (2021: £15.8m).



Introduction Strategic Report Corporate Governance Financial Statements 207

17. Financial assets and liabilities

Financial instruments included in the financicl statements are measured at either fair value or amortised cost. The measurernent of this fair value can in some cases
be subjective, and can depend on the inputs used in the calculations. The Group generclly calculates its own fair values using comparable observed market prices and
a valuation model using the respective and relevant market data far the instrument being volued.

The table below sets out the Group's accounting classification of each class of financial assets and liabilities, and their fair values at 31 December 2022 and 31
December 2021. Under iFRS 9, all derivative financial instruments not in a hedge relationship are classified as derivatives at fair value through the income statement.
The Group does not use derivatives for speculative purposes and transacts all derivatives with suitable investment grade counterparties, All transactiops in derivative
finencial instruments are undertaken to manage the risks arising from the Group's business activities.

Fair value
Other Financial At Total
Oesignated derivatives assets ot amortised carrying Fair value
at fair yaiue  at fair value fair value™ cost value if different
Em £m £m £m Em
2022
Cash and cash equivalents 133.0
Bank overdrafts T (93.8)
Borrowings due within one year _ (150.1) {150.1)
Borrowings due after one year " (595.4) (554.2)
Lease liabilities (105.7)
Trade and other payables** (447.6)
Trade receivables - -36-3.’5
Investments 2.0 o
Other current financial assets/(liabilities)
Derivative assets*** 15.7 . ‘
Derivative liabilities**** 3.9 9.9 (13'8)
Total feR)] 5.8 135.0 (1,0245.1) e
2021
Cash and cash equivalents 4.6 24.6
Bank overdrafts (65.5) (65.5)
Borrowings due within one year (127.7) (127.7) (128.3)
Borrowings due after one year (430.3) {430.3) (445.6)
Lease liakilities (3.9 (93.9)
Trade and other payables*™ (406.9) (406.9)
Trade receivables 325.4 __:EZS.A
Investments 2.9 - 29
Other current financial assets/{liabilities)
Derivative assets* ™ 4.9 51 10.0
Derivative liabilities***” (6.3} (6.3)
Total - ' 49 (12 97.5 (798.9) (697.7)

*

This classification includes items for which the movement in fair value will be recognised in both profit and loss and other comprehensive income.

**  Trade and other payables exclude corporation tax and include liabilities of £9.9m (2021: £6.5m) falling due after more than cne year,

ek

Includes £2.6m (2021: £0.1m) falling due after more than cne year.

**** Derivative liabilities include liabilities of £0.4m (2021: £0.2m) faliing due after more than one year: £0.4min 1-2 years and £nil in 2-3 years {2021: £0.1min 1-2
years and £0.1m in 2-3 years). Derivative liabifities designated at fair value represent the fair value of unsettied net investment hedge derivatives. The decrease in
value of net investment hedge derivatives in the year of £8.8m is shown in the censolidated statement of comprehensive income.

The increase in other derivative assets and liabilities ot fair volue of £7.0m is recognised in the income statement and ¢onsists of o £7.8m increase of unsettled net
foreign currency and metal forward contracts, which are not designated as hedges for accounting purposes and a decrease of £0.8m of forward contracts to be
utilised against specific trade receivables and trade payables.

There are no other financial liabilities included within payables disclosed above.
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17. Financial assets and liabilities (continued)

Fair value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technique:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly or indirectly.

Level 3: techniques which use inputs which have a significant effect on the recorded fair vaiue that are not based on observable market data.

The following table shows the Group's financial instruments held at fair value (excluding cash):

Quoted prices in
active markets Significant

for identical other
assets and ohservable Unobservable
liakilities inputs inputs
Level 1 Level 2 Level 3 Total
Em £m £m £m
As at 31 December 2022
Financiol assets measured at fair value
Equity instruments* 2.0 2.0
Faoreign currency forward contracts 15.7 15.7
- T ’ o T 20 157 _Ti
Financial liabilities measured at fair value
Foreign currency forward contracts (13.8) i (13.8)
- ) o T T (13.8) i (13.8)
As at 31 December 2021
Financial assets measured at fair value
Equity instrurments” 2.9 29
Foreign currency forward contracts 10.0 10.0
i B i - T T 29 100 ' ' 12.9
Financial liabilities measured at fair value
Foreign currency forward contracts 6.3 (6_31
- T - ) w3 (B3

* Equity instruments primarily relate to investments in funds in order to satisfy long-term benefit arrangements.

Valuation techniques for level 2 inputs

Derivative assets and liabilities of £15.7m and £13.8m respectively are valued by level 2 technigues. The valuations are derived from discounted contractual cash flows
using cbservable, and directly relevant, market interest rates and fereign exchange rates from market data providers.

Valuation techniques for level 3 inputs

At 31 December 2022, the Group held cne external investment at fair value using significant unobservable (level 2) inputs. The valugtion is derived using the cash flows
of the investment which indicate a fair value of £nil,

Valuation methodology

Cash and cash equivalents, bank overdrafts, trude payables and trade receivables are carried at their book values as this approximates to their fair value due to the
short-term nature of the instruments.

Long-term and short-term borrowings, apart from any which are subject to hedging arrangements, are carried ot amortised cost as it is the intention thet they will not
be repaid prior to maturity, where this option exists. The fair values are evaluated by the Group based on parameters such as interest rates and relevant credit spreads.

Long-term berrowings which are subject to hedging arrangements are valued using appropriate discount rates to value the relevant hedged cash flows.

Derivative assets and liahilities, including foreign exchange forward contracts, interest rate swaps and metal hedges, are valued using cemparable observed market
prices and a valuation model using foreign exchange spot and forward rates, interest rate curves and forward rate curves for the underlying commeodities.
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18. Financial risk management

Overview

The Group's activities expose it to a variety of financial risks: interest rate, foreign
exchange and base metal price movements in addition to funding and liquidity
risks. The financial instruments used to manage these risks themselves introduce
exposure to market risk and liquidity risk.

The Board has cverall respensibility for the establishrment and oversight of the
Group's risk management framewerk. As described in the Corporate Governance
Report on page 101 the Executive Committee monitors risk and internal

controls and the Audit Committee monitars financial risk, while the other Board
committees also play c part in contributing to the oversight of risk.

The Audit Committee oversees how management monitors compliance with
the Group's financial risk management palicies and procedures and reviews the
adequacy of the risk management framework in relation te the financial risks
faced by the Group. The Group Assurance department undertakes both regular
and od-hoc reviews of risk managerent controls and procedures, the results of
which are reported to the Audit Committee.

The following sections discuss the management of specific financial risk factors in
detail, including market risk, foreign exchange risk, interest rate risk, commodity
risk and liquidity risk. The menagement of credit risk is disclosed in Note 146.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange
rates, interest rates and commodity prices will affect the Group's income and
cash flows or the value of its financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable
parometers.

Under the management of the central Treasury function, the Group enters into
derivatives in the ardinary course of business and alse manages financial liobilities
in order to mitigate market risks. All such transactions are carried out within the
guidelines set by the Board and are undertaken only if they relate to underlying
exposures.

Foreign exchange risk

The Group publishes consolidated accounts in sterling but conducts much of its
global business in other currencies. As a result it is subject to the risks associated
with foreign exchange movements affecting transaction costs (‘transactional
risk’), translation of foreign profits ('profit translation risk’) and translation of the
underlying net assets of foreign cperations (‘asset translation risk').

Management of transactional risk

The Group's wide geographical spread both in terms of cost base and customer
lecations helps to reduce the impact on profitability of swings in exchange

rates as well as creating cpportunities for central netting of exposures. It is the
Group's policy to minimise risk to exchange rate movements affecting scles and
purchases by economically hedging or netting currency exposures at the time of
commitment, or when there is a high probability of future commitment, using
currency instruments (primarily forward exchange contracts}. A proportion of
forecast exposures are hedged depending on the level of confidence and hedging
is periodically odjusted following regular reviews. On this basis over 50% of the
Group's annual exposures to transactional risk are likely to be hedged at any point
in time and the Group's net transactional exposure to different currencies varies
from time to time.

Management of profit translation risk

The Group is exposed to the transtation of profits denominated in foreign
currencies into the sterling-based income statement. The interest cost related
to the currency liabilities bedging the asset base provides a partial hedge to this
exposure, Short-term currency option contracts may be used to provide limited
protection against sterling strength on an opportunistic basis. The translation
of US dollar and euro-based profits represent the most significant translation
exposures for the Group.

Management of asset translation risk

The Group hedges its net investments in its major averseas operations by way
of external currency loans and forword currency contracts. The intention is to
manage the Group's exposure to gains and losses in Group equity resulting from
retranslation of currency net assets at balance sheet dates.

To the extent that an instrument used to hedge g net investiment in a foreign
operation is determined to be an effective hedge, the gain or loss arising is
recegnised directly in the translation reserves. Any ineffective portion is recognised
immediately in the income statement.

The Group have designated £288m (2021: £340m) of loans in a net investment
hedge of USD net assets and £381m (2021: £193m) of EUR net assets. No
ineffectiveness was recorded (2021; nil) and a loss of £8.8m (2021: £0.5m loss)
was taken to the translation reserve. The amount accumulated in this reserve

in respect of gains/losses arising on hedging instruments designated in net
investment hedges up to 31 December 2022 was an accumulated foss of £1.2m
(2021: accumulated profit of £7.6m).
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18. Financial risk management (continued)

Currency profile of assets and liabifities

Assets and

liabilities

subject
Lease Exchange to interest Other Total Total
Cash* Debt Kabilities conhtracts raterisk  net assets** net assets | net assets
2022 2022 2022 2022 2022 2022 2022 2021
£m £m Em £m £m £m £m Em
Sterling {68) a7 (18) 209 48 143 191 207
US dollar (4) (288) (4] (301) 469 368 178
Euro 52 {381) (31) (106) (466) 530 .1 163
Other . 759” (50) {103) (94) 377 283 ! 231
Total 39 (746) {106} - {813) 1,719 906 779

* Cash is stated net of overdrafts.

** Other net assets includes leased assets: £14.9m Sterling {2021: £16.5m), £8.1m US Doller (2021: £10.6m), £33.3m Euro (2021: £15.5m) and £50.7m
Other (2021: £48.9m).

Exchange contracts and non-sterling debt are financial instruments used as currency hedges of overseas net assets.

Interest rate risk

The Group is exposed to ¢ number of glebal interest rates through assets and liabilities denominated in jurisdictions to which these rates are applied, most nctabty US,
Eurozone and UK rates. The Group is exposed to these because market movements in these rates will increase or decrease the interest charge recognised in the Group
income statement.

Management of interest rate risk

The Group adopts a policy of maintaining a portion of its liabilities at fixed interest rates and reviewing the balance of the flooting rate expesure to ensure that if
interest rates rise globally the effect on the Group's income statement is manageable.

Interest rotes are managed using fixed and floating rate debt and financial instruments including interest rate swaps, Floating rate liobilities comprise short-term debt
which bears interest at short-term bank rotes and the liability side of exchange contracts where the interest element is based primarily on three-month inter-bank rates.

All cash surpluses are invested for short perfods and are treated as floating rate investments.

Non-interest bearing financial assets and liabilities including short-term trade receivables and payables have been excluded from the following analysis.
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The following table shows how much of aur cash, interest-bearing liabilities and exchange contracts attract both fixed and floating rote interest charges, and how this is

cnalysed between currencies:

Assets Weighted
Debt and Cash and subject Weighted average
exchange exchange to interest Floating Fixed average period
contracts* contracts rate risk* rate rate fixed for which
2022 2022 2022 2022 2022 interestrote rateis fixed
£m £m £m £m £m % years
Sterling (94} 141 47 47
US dollar (297) (4) {301) (136) {165) 39 3.6
Euro {517) 52 {455) (84) (381) 2.3 5.0
Other {153) 59 (9_4) (94)
Total (1.061) 248 {813) {267) (545)
* Net of lease liabilities; £16m Sterling, £9m US Dollar, £31m Euro and £50m Cther.
Assets Weighted
Debt and Cosh and subject Weighted averdge
exchange exchange to interest Floating Fixed average period
controcts™” contracts rate risk™™ rate rate fixed for which
2021 2021 2021 2021 2021 interestrate  rateis fixed
£m £m £m £m £m % years
Sterling (20} 19 (1) [§8]
US dollar (371) 196 (175} (15 (160) 4.1 4.4
Euro (440) 41 (399 (206) {193) 1.4 4.3
Other - (142) 4 (48) {48) )
Total B (973) 350 (623) (270) {353) i

** Net of lease liabilities; £17m Sterling, £11m US Doller, £15m Euro and £51m Other.

Market risk sensitivity analysis on financial instruments

In estimating the sensitivity of the financial instruments all other variables are held constant to determine the impact on profit before tax and equity. The analysis is for
llustrative purposes only, as in practice market rates rarely change in isolation.

The values shown in the table below are estimates of the impact on financial instruments only. Actual results in the future may differ materially from these estimates.

As such this table should not be considered as a projection of likely future gains and losses in these financial instruments.

Sensitivity table

The outputs from the sensitivity analysis are estimates of the impact of market risk assuming that the specified changes occur only to the financial derivotives and
do not reflect the opposite movement from the impact of the specific change on the underlying business that they are designed to hedge.

1% 1% 10% 10%
decrease increase 10% 10% decrease in increase in
ininterest ininterest weakening strengthening base metal  base metal
rates rates in sterling in sterling costs costs
£m Em £m £m £m £m
At 31 December 2022
Impact on income statement: gain/(loss) 2.0 2.0 (11.3) 11.3
Impact on eguity: {loss)/gain (77.2) 77.2
At 31 December 2021
Impact on income statement: gain/(loss) 2.0 2.0) (11.3) 113 0.2 0.2)
Impact on equity: (foss)/gain (53.7) 53.7
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18. Financial risk management (continued)

Commodity risk

The Group's operating companies purchase metal and metal components and are
therefore exposed to changes in commodity prices.

The Group manages this exposure through o centralised process hedging copper,
zine and aluminium using a combination of financial contracts and local supply
agreements designed to minimise the volatility of shert-term margins.

Liquidity risk
Liquidity risk is the risk that the Group will not be able tc meet its financial
obligations as they fall due.

Management of liquidity risk

The Group's approach to managing liquidity is to ensure, as far as possible, that it
will always have adequate resources to meet its liabilities when they fall due, with
sufficient headreom to cope with ebnormal market conditions. This position is
reviewed on a quarterly basis.

Funding for the Group is co-ordinated centrally by the Treasury function and
comprises committed bilateral facilities with a core group of banks, and a series
of US loan note issues. The level of facilities is maintained such that focilities
and term loans exceed the forecast peak gross debt of the Group over a rolling
12-month view by an appropriate amount taking inte account market conditions
and corparate activity, including acquisitions, organic growth plans and share
buybacks. Im addition, we undertake regular covenant compliance reviews to
ensure that we remain fully within those covenant limits. At the end of 2022 the
Group had undrawn committed facilities totaling £200m (2021: £230m) and
was holding cosh and cash equivalents of £133m (2021: £95m). There are no
significant seasonal funding requirements or capital intensive investment areas
for the Group.

Capital management

Qverview

Capital management concerns the decision as to how the Group's activities are
financed and specificaily, how much of the Group capital is provided by borrowings
(or debt) and how much of it is financed with equity raised from the issue of share
capital.

The Board's policy is to meintain ¢ balance sheet with a broad capital base and the
strength to sustain the future development of the business including acquisitions.

The capital base of the Group includes total equity and reserves and net debt.
Employee benefit obligations net of deferred tax form part of the extended
capital base. Management of this element of the capital base is discussed further
in Note 14 of the financial statements. Undrawn committed funding facilities

are maintained as described in Note 19 to provide additional capital for growth
(including acquisitions and organic investments) and liquidity requirements as
discussed above.

Capital base
2022 2021
£m £m
T
Total equity 206 | 779
Gross debt including overdrafts 839 624
Gross cosh (133) 95)
Capital base 1,612} 1,308
Emplovee benefits and deferred tax 53 169
Extended copital base T 1665 1477
Undrawn funding facilities 200 230
Available capital base C 1865 1,707

Part of the capital base is held in currencies to broadly match the currency base of
the assets being funded as described in the asset translation risk section.

Debt or equity

The balance between debt and equity in the copital base of the Group is
considered regularly by the Board in light of market conditions, business forecasts,
growth opportunities and the ratio of net debt to adjusted EBITDA. Funding
covenants currently limit net deht to a maximum of 3.0 times EBITDA. The
net debt to EBITDA ratio at the end of 2022 was 1.8 times (2021: 1.5 times).
Through the life of our five-year plan, the Board would consider appropriate
acquisitions that could toke net debt up to 2.5 times EBITDA on acquisition,
provided that a clear plan exists to reduce this ratio back to under 2.0 times.
It is expected that at these levels our debt would continue to be perceived as
investment grade, The potential benefits to equity shareholders of greater
leverage are offset by higher risk and the cost ond availability of funding.

The Board will consider raising additional equity in the event that it is required
to support the capital base of the Group.

Weighted average cost of capitai

The Group currently uses a post-tax weighted average cost of capital (WACC') of
B% (2021: 7%} as a benchmark for investment returns. This is reviewed regularly
in the light of changes in market rates. The Board tracks the Group's return on
invested capital and seeks to ensure that it consistently delivers returns in excess
of the WACC.
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19. Net debt

Net debt is the Group's key measure used to evaluate total outstanding debt, net of the current cash resources. Some of the Group's berrowings (and cash) are held in
foreign currencies. Movernents in foreign exchange rates affect the sterling value of the net debt. Cash and cash equivalents comprise cash balances and cali depesits.
Bank overdrofts that are repayable sn demand and form an integral part of the Group's cash management are included as a component of cash and cash equivalents for
the purpose of the statement of cash flows.

Movement in net debt

:

e
Adjusted EBITDA* 403.5
Working capital movernents o) (50.6)
Capital and development expenditure (57.5)
Provisions and employee benefit movements** (0.5)
Principal elements of lease paymenis (30.0)
Other B ~ L 9.0
Adjusted operating cash flow*** 2739
Adjusting items {35.6)
Tax paid {50.%)
Interest ! (12.1)
Derivatives 26.4
Additional pension scheme funding 7.0)
Free cash flow before corporate activity 194.7
Dividends paid to equity shareholders r (61.8)
Acquisiticn of subsidiaries D (203.9)
Disposal of subsidiaries = 0.1
Net purchase of own shares and share buyback programme 8 {225.6) -
Net cash flow (excluding debt movgﬁ;ts) {296.5)

Adjusted profit after tax £272.4m before interest £17.7m, tax £73.7m, depreciation £74.2m, amortisation £18,5m and impairment on property, plant and
equipment and non-acquired intangible assets £0.5m.

** Movement in provisions and employee benefits as per the statement of cash flows £13.8m adjusted for the movermnent in the restructuring provisions £15.3m,

*** Adjusted operating cash flow is the cash generated from the operations shown in the statement of cash flows less cash spent acquiring property, plant and
equipment, non-acquired intangible assets and investments; plus cash received from the sale of property, plant and equipment and the sale of investments,
excluding the cash impact of adjusting items. This measure best reflects the operating cash flows of the Group.

Reconciliation of net cash to movement in net debt

2022 2021

£m £m
Net increase/(decrease) in cash and cash equivalents excluding foreign exchange 11.0 (86.7)
Less: cash acquired/disposed (10.0) (1.8)
Net drawdown of borrowings excluding foreign exchange and net debt disposed/acquired L o _ (137.8) (208.0)
Increase in net debt before acquisitions, disposals and foreign exchange (136-8); (296.5)

Net cash acquired/disposed 10.0 ¢ -
Currency tronslation differences (50.6) (4.5)
Movement in lease liobilities ) . o (11.8) (5.6
Movement in net debt in the year (189.2) (306.6)
Net QQ!?t at the start of the__yﬂr {622.8) B 75316.'2)
Net debt at the end of the year (812.0) (622.8)
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19. Net debt (continued)

Reconciliation of adjusted operating cash flow to cash flow statement

2022 2021
£m Em
Cash generated from operations 335.8 } 3271
Principal lease payments (32.3) (30.0)
Settlement of transoctional derivatives 2.3 (5.9)
Acquisition of property, plant and eguipment dnd non-dcquired intangibles {71.3)/ (57.5)
Adjusting iterns 52,6 356
Proceeds from sale of property, plant and equipment. ] ) - 7 ] 2.9 46
Adjusted operating cash flow 290.0 2739
Recongiliation of cash and cash equivalents
|
2022 | 2021
£m \ £m
Cash ond cash equivalents in current assets 133.0 944
Bank overd(ufm current liqlg;E@ies L (93.8) (65.5)

Cash and cash equivalents TTas2 | T w1

Analysis of net debt

Borrowings and
finance leases due

Cash and cash within after more Lease Total
equivalents one yeor thanone year creditors net debt
£m £m Em £rm £m
At 1 January 2021 134.4 {3562.3) (88.3) (316.2)
Leose additions, extensions, terminations and poyment changes (33.9) (339
Lease payments and interest . 27.2 27.2
Cash flow excluding settlement of currency derivatives hedging balance sheet
and net cash/debt disposed of /ocquired (122.) (1267) (81.3) {330.2)
Cash/debt acquired 18 {1.8)
Settlement of currency derivatives hedging balance sheet 205 205
Currency translation differences (5.4) jok:] 133 11 9.8
At 31 December 2021 T T T T T e d2ndy | 4303) 0 (939) (6228)
Lease additions, extensions, terminations and payment changes (41.4) (41.4)
Lease payments and interest 323 323
Cash flow excluding settlement of currency derivatives hedging balance sheet
and net cosh/debt disposed of /acquired 2.5 (21.1) (123.1) (141.7)
Cash/debt acquired 10,0 10.0
Settiement of currency derivatives hedging balance sheet (6.3) (6.3)
Currency translation differences o 3.9 (1.3) (42.0) (2.7} 42.1
At31December2022 U ze2(a50a) (595.4) (1057)  (B12.0)

Undrawn committed facilities

The Group has various undrawn committed borrowing facilities. The facilities available at 31 December in respect of which all conditions precedent had been met were
as follows:

2022 2021

£m £m

Expiring between one and two years 193.5 \ 145.4
Expiring after more than two years o - 6.0 84.2
Total ] i995 | 296

The weighted average life of these facilities is 0.9 years (2021: 1.7 years).
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The terms and conditions of cash and cash equivalents, outstanding locns, lease liabilities and derivative financial ligbilities were as follows:

Effective Carrying Controctual QOto 1to 2to 3to 4to 5 years
interest rate value cash flows <1 year <2 years <3 years <4 years <Syears and over
% £m Em £m £m £m £m fm £m
2022
Cash and cash equivalents Fioating 133.0 133.0 133.0
Revolving credit facilities Floating (100.5) (100.5) (100.5)
Term loan 2023 Floating {49.6) (49.6) (49.6)
Term loan 2024 Floating {49.6) (49.6) (24.8) (24.8)
US loan notes 2025 1.39% (132.7) (138.1) (1.8) (1.8) (134.5)
US loan notes 2026 3.86% (103.3) (119.3) (4.0) (4.0) (4.0) (107.3)
US loan notes 2027 3.92% {62.0) {74.0) (2.4) (2.4) (2.4) (2.4) {64.4)
US loan notes 2028 1.53% (70.8) {77.4) (1.1) (1.1) (1.1) (1.1) {1.1) (71.9)
US loan notes 2029 3.30% (88.5) (108.8) 2.9 (2.9 (2.9 {2.9) (2.9 (94.3)
US lean notes 2030 3.40% (88.5) (112.5) 3.0) (3.0 (3.0) (3.0 {(3.0) (97.5)
Bank overdrafts Floating (93.8) {93.8) (93.8)
Lease liobilities Various (105.7) (105.7) (25.8) (22.1) (15.8) (11.8) 9.9 (20.3)
Derivative financial liabilities (13.8) (13.8) (13.4) (0.4)
Total (825.8) 910.1) EEODIN (625  (163.7) (128.5) (81.3) (284.0)
2021
Cash and cash equivalents Floating 4.6 Q4.6 4.6
Revolving credit facilities Fleating (70.3) (70.3) (70.3)
Term loan 2024 Floating (133.3) (133.3) (44.4) (44 4) (44.5)
Acquired loan note 1.8) (1.8) (1.8)
US loan notes 2022 7.17% {11.1) (12.73 (12.7)
US locn notes 2025 139% (126.1) (1333 (1.8) {1.8) (1.8) (127.9)
US loan notes 2026 1.86% (92.6) (110.6} (3.6) {3.6) (3.6) (3.6) (96.2)
US loan notes 2027 3.92% {55.6) (68.8) 2.2) {2.2) (2.2) (2.2) (2.2) {57.8)
US loan notes 2028 1.53% (67.2) 762y (1o oo (1.0) (1.0) £1.0) 69.2)
Bank overdrafts Floating (65.5) {65.5}) (65.5)
Lease liabilities Various (93.9) {(93.9) (23.9) (18.3) (14.0) {9.2) (7.4) (21.1)
Derivative financial liabilities {6.3) 6.3) (6.1) (0.1} 0.1
Total e (629.1)  (676.1) (138.7) (71.4) (67.2) (143.9) (106.8)  (148.1)

Contractual cash flows include undiscounted committed interest cash flows and, where the amount payable is not fixed, the amount disclosed is determined by

reference to the conditions existing ot the reporting date.
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19. Net debt (continued)

Changes in liabilities arising from financing activities

The table below details changes in the Group's liabilities arising from financing activities, including both cash and non-cash changes. Liabilities arising from financing
activities are those for which cash flows were, or future cash flows will be, classified in the Group's consolidated cash flow statement as cash flows frem financing

activities.
Non-cash changes
Financing Acquisition New
1Jan2022  cashflows* of subsidiary leases Exchange QOther** 31 Dec 22
£m £m £m £m £m £m Em
2022
Revolving credit faciiities (70.3) (35.0) 4.8 (100.5)
Term loan 2023 and 2024 (133.3) 24.0 10.1 {99.2)
Acquired loan (1.8) 1.8 -
US loan notes {(352.6) (221.9) 28.7 (545.8)
Bank overdrafts (65.5) (28.3) (93.8)
Lease liobilities } (93.9) 35. 17 (41.4) 27 B (2.8) (105.7)
Total (717.4) (224.3) - (41.4) 40.9 (2.8) {945.0)
Nor!-cush changes .
Financing  Acquisition New
1Jan 2021  cashflows* of subsidiary leases Exchange Other** 31 Dec2l
- £m Em £m £m £m £m _£m
2021
Revolving credit facilities - {717 1.4 (70.3)
Term loan 2024 - (136.2) 2.9 (133.3}
Acquired loan - {1.8) 1.8}
US% loan notes (3462.3) 9.7 (352.6)
Bark overdrafts (73.5) 890 (65.5)
Leose liabilities ) (88.3) 30.0 (33.9) 1.1 (2.8) (93.9)
Total (524.1) (169.9) (1.38) (33.9) 151 2.8) (717.4)

* Financing cash flows exclude the impact of interest paid

** Includes IFRS 16 interest payments

Interest-bearing loans and borrowings

The Group borrows money from financial institutions in the form of bonds and other financial instruments. These generally hove fixed interest rates and are for a fixed
term or are drawn from committed borrowing facilities that generally have floating interest rates. For more information about the Group's exposure to interest rate and

foreign currency risk, see Note 18.

Total

2022 2021
£m £m
Current liabilities
Unsecured loan notes and other loans 150.1 1277
Leqse lighilities 25.8 239
Toto B ] I 1759 1516
Non-current liabilities
Unsecured loan netes and other loans 595.4 4303
Lease liabilities . B 79.9 | 700
675.3 | 5003

Total
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20. Provisions

Accounting policy

A provision is recorded instead of a payable when uncertainty exists over the timing and amount of the cash outflow. Provisicns are recognised when: the Group

has a present legal or constructive obligation as a result of past events; it is probable that an outflow of resources will be required to settle the obligation; and the

amount can be reliably estimated. Provisions are valued ot management's best estimate of the amount required to settle the present obligotion ot the balance

sheet date.

A provision for restructuring is recognised when the Group has approved a detailed and formal restructuring plan, and the restructuring has either commenced

ot has been announced publicly.

The recognition of a provision requires estimation. The principal estimates made in respect of the Group's provisions using the best estimate methodology

(with the exception of provisions indemnities as noted below) concern the timing and amount of payments required to:

- cover the costs of known restructuring projects;

- reimburse customers for potential product warranty claims;

- ensure that current and former manufacturing sites meet relevant environmental standards;

- reflect the estimated outcome of ongoing legal disputes; and

- provide against indemnities following the dispesat of subsidiaries.

Analysis of the Group's provisions:

Trade Environmental

Restructuring  warranties & legal Total
£m £m £m £m
Current 278 2.9 0.4 38.1
Non-current . 38 8.6 5.9 18.3
At 1 January 2022 - ) - 316 18.5 6.3 56.4
Arising during the year 289 2.0 3.0 33.9
Released during the yeor - - (2.5) (2.5)
Utilised during the year (ke 2) (3.2) - {47.4)
Exchange adjustment - ) 15 0.6 - 2.1
At 31 December2022 17.8 17.9 6.8 42.5
Current 17.6 9.2 0.4 27.2
Non-current - o 0.2 8.7 6.4 153
17.8 17.9 6.8 42.5

Restructuring

The restructuring provision reflects residual amounts committed but not spent in relation toe a number of specific projects that are discussed further in Note 3, where
the cost is a reliable estimate of the cbligation. The opening balance of £31.6m relates to a closure of a factory in Eurepe within our IMI Precision Engineering division
and the Customer First project, which both simplify the structure of the division and ensures the business structure is aligned to our customer base. The utilised balonce
includes £44.2m of cash settlements. Arising during the year primarily relates to the cngoing projects from prior year. The provision as at 31 December 2022 of £17.8m
primarily relates to the expected redundancy payments for facility closures with the majority of the resulting outflow expected during 2023.

Trade warranties

The Group sells ¢ wide range of highly technical products and whilst they are designec and engineered to a high degree of precision and to customer specifications,

there is a risk of products requiring modification, which can lead to warranty claims. Trade warranties are given in the normal course of business and cover a range of
periods, typically cre to two years, with the expected amounts falling due in fess than and greater than one year separately analysed above. The provision represents
the directors’ best estimate of the Group's liobility based on past experience.

Environmental & legal

Environmental and legal provisions recognise the Group's obligaticn to remediate contaminated land at a number of current and former sites, together with current
legal cases for which a settlement is considered probable. Due to the long-term nature of the fiabilities, the timescales are uncertain and the provisions represent the

directors' best estimates of these costs.
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21. Trade and other payables

2022 2021
S . ) Em, _Em
Current
Trade payables 150.9 120.3
Social security and other taxation 34.8 271
Accruals® 43.9 23.6
Deferred income* - R
Progress billings and advance payments from customers 71.9 73.2
Other payables™ 136.2 156.2
0 ’ ) ' ) o 4377 | 4004
Non-current
Other poyables 9.9 6.5
] - ’ o ] C T 4e16 4069

* 'Aceruals’, 'Deferred income' and 'QOther payables' have been disclosed separately given their quantum. Prior pericd comparatives have been re-presented.
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22. Share capital

The movement in the number of ordinary shares of 28 4/7p each issued by IMI plc is as follows:

Number and value of shares

2022 2021
Ordinary Shares Ordinary Shares
28 4/7p per share 28 4/7p per share
Number (m) Value (Em)| Number (m} Value (Em)

Inissue at the start of the year 2749 78.6 2B6.5 818
Issued to satisfy emnployee share schemes 0.1 - 0.1 -
Share cancellations o - - (11.7) (3.2}
In issue at the end of the year - 275.0 78.6 2749 78.6

All issued share capital at 31 December 2022 and 2021 is fully poid and conveys the same rights.

Share movements in the year

Movements in shares due to share issues and purchases during the year were as follows:

Number of ordinary shares of 28 4/7p each (million)

Employee
Benefit Trust Treasury Cther Total
In issue at 31 Decernber 2021 18 14.3 2588 274.9
New issues to satisfy employee share scheme awards - - 0.1 0.1
Market purchases 1.4 - (1.4) -
Shares allocated under employee share schermes (0.8) - 0.8 -
At 31 December 2022 I 2.4 14.3 258.3 275.0

During the year 0.1m (2021: 0.1m) shares were issued under employee share schemes realising £1.2m (2021: £1.0m).

Employee Benefit Trust

The Empioyee Benefit Trust made market purchases of ¢ total of 1.4m (2021: 1.7m) shares with an aggregate market value of £20.0m (2021: £30.0m) and o nominal

value of £0.4m (2021: £0.5m). Associated transaction costs amounted to £nil (2021: £nil).

Share options exercised in 2022 were settled using the shares in the Group's Employee Benefit Trust. In 2022, 0.8m (2021: 1.0m) shares were issued for cash of

Enil (2021; £3.4m).

Of the 16.7m (2021: 16.1m) shares held within retained earnings, 2.4m {2021: 1.8m} shares with an aggregate market valve of £30.9m (2021: £27.9m) are held

in trust te satisfy employee share scheme vesting.

Share buyback

In 2021, on-market purchases of 11.7m shares were conducted relating to the share buyback programme. The aggregate market value of these shares at the dates

of purchase were £200.0m, which includes dealing costs related to these purchases of £1.9m.
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23. Acquisitions

In accounting for business combinoticns, the identifioble ossets, liobilities

and contingent lichilities acquired have to be measured at their fair values.

In particulor, an estimate has been made of the forecast future sales under pre-
existing cammercial relationships which have been discounted at an appropriate
discount rate to value the commercial relationships and brand intangibles.

The acquisitions have been accounted for os a business combination.

During the year ended 31 December 2022, the Group made three acquisitions,
namely:

- Bahr Modultechnik GmbH ("Bahr")

- CorSolutions LLC (“CorSolutions")

- Heatmiser UK Ltd ("Heatmiser™)

Below and adjacent are summaries of the assets acquired and liabilities assumed
and the purchase consideration of:

a} the total of acquisitions;

b) Bahr Modultechnik GmbH ("Bghr"):

¢) CorSolutions LLC ("CorSolutions™);

d) Heatmiser UK Ltd ("Heatmiser"); and

e) Prior year acquisitions

As at the date of approval of the financial statements, the acquisition accounting
for all prior year aequisitions is complete.

The accounting for all current year acquisitions is provisional, relating to
finalisation of the initial consideration which is subject to agreement of certain
contractual adjustments and certain other provisional balances,

a) Total of acquisitions

Totai
£m
Intangibie assets 47.4
Property, plant and equipment 4.9
Inventories 9.4
Trade and other receivables 9.3
Cash and cash equivalents 12.1
Trade and other payables 7.2)
Current taxation (1.2)
Deferred taxation (11.3)
Tota! identified net assets at fair value 63.4
Goedwill arising on acquisition 153.5
Purchase consideration o T 2169

b) Bahr Modultechnik GmbH ("Bahr")

Fair value at

¢ June 2022

£fm

Intangible assets 38.6

Property, plant and equipment; 4.7

Inventories 3.1

Trade and other receivables 1.5

Cash and cash equivalents 4,7
Trade and other payables (1.6}
Current taxation (1.0)
Deferred taxation {11.3)

Total identified net assets at fair value 387
Goodwill arising on acquisition ) ’ ] 49.£

Purchase consideration transferred 88.3

On 9 June 2022 the Group acquired 100% of the share capital, and associated
voting rights, of Bahr Modultechnik GmbH ("Bahr™) for cash consideration of
£88.3m. Bahr is a lsading provider of highly configured modular electric linear
motion systems, bosed on o brood pertfalio of speciolist components ond is
based in Luhden, Germany.

The goodwill recognised above includes certain intangible assets that cannot

be separately identified and measured due to their nature. This includes control
over the acquired business, the skills and experience of the assembled workforce,
the increase in scale, synergies and the future growth opportunities that the
businesses provide to the Group's operations. Acquisition costs of £0.9m were
recegnised in the income statement in 2022.

The revenue and adjusted operating profit included in the income statement for
2022 contributed by Bahr were £7.8m and £1.8m respectively. If the acquisition
had taken place on 1 January 2022, Bahr would have contributed revenve and
adjusted operating profit of £14m and £4.3m respectively.
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¢) CorSolutions LLC ("CorSolutions”)

d) Heatmiser UK Ltd {(*Heatmiser")

Fair value at Fair value at
27 October 2022 23 December 2022
£m £m
lntangible assets 38 Property, plant and equipment 0.2
Inventories 0.6 Inventories 5.7
Deferred taxation - Trade and other receivables 7.8
Total identified net assets at fair value .4 Cash cnd cash equivalents 7.4
Goodwill arising on aéqﬁisition 1.7 Trade and other payables (5.6)
Purchase consideration 11.1 Current taxation (0.2)
Total identified net assets at fair value 15.3
On 27 October 2022 the Group acquired 100% of the share capital, and Goodwil arising on acquisition 102.2
Purchase consideration transferred 117.5

associgted voting rights, of CorSolutions LLC {*CorSolutions™) for initial cash
consideration of £7.5m and an expected earn-out of £3.6m. CorSolutions is
a leading innovator in micro-fluid flow control and is based in Ithaca, New York.

The goodwill recognised above includes certain intangible assets thot cannot

be separately identified and measured due to their nature, This includes control
over the ocquired business, the skills and experience of the assembled workforce,
the increcse in scale, synergies and the future growth opportunities that the
businesses provide to the Group's operations. Acquisition costs of £nil were
recognised in the income staterment in 2022.

The revenue and cdjusted operoting loss included in the income statement for 2022
contributed by CerSolutions were £0.2m and £0.3m respectively. If the acquisiticn
had taken place on 1 January 2022, CorSolutions would have contributed revenue
and adjusted operating profit of £1.3m and £0.5m respectively.

QOn 23 December 2022 the Group acguired 100% of the share capital, and
associated voting rights, of Heatmiser UK Ltd ("Heatmiser"} for initial cash
consideration of £117.5m, with up to a further £8.0m payable based on future
financial performance. Heatmiser is a leading UK smart thermostatic cantrol
manufacturer and is based in Blackburn, UK.

Due te the timing of the acquisition, the analysis of acquired intangibles has not
yet been completed so all of the purchase price oside from the operating balance
sheet is allocated to goodwill as permitted when an acquisition is close to a period
end. The provisional purchase price allocation will be completed in the first half

of 2023. The goodwill recognised above includes certain intengible assets that
cannot be separately identified and measured due to their nature. This includes
contral over the acquired business, the skills and experience of the assembied
workforce, the increase in scale, synergies and the future growth oppertunities
that the businesses provide to the Group's operations. Acquisition costs of £2.0m
were recognised in the income statement in 2022.

There was no revenue and adjusted operating profit contributed by Heatmiser to
be included in the income statement for 2022. If the acguisition had taken place
on 1 Janvary 2022, Heatmiser would have centributed revenue and adjusted
operating profit of £24.0m and £9.5m respectively.

e) Acquisitionsin 2021

On 20 Decemnber 2021 the Group acquired 100% of the share capital, and
associated voting rights, of Adaptas Solutions ("Adaptas"} for cash considerotion
of £203.9m. Adaptas is a manufacturer of mission critical mass spectrometry
subsystems and components and is based in North America with focilities in the
UK, Australia and China.

This acquisition has been accounted for as ¢ business combination. Gur accounting
has been finalised and there are no changes to the provisional fair value amounts
recognised in the 2021 Annual Report & Accounts in respect of the identified
assets acquired and lickilities assumed.
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24. Disposals

Disposals in 2022

The Group dispcsed of its Russian subsidiary IMI International LLC on 27 May
20272 for proceeds of £nil resulting in a loss on disposal for the Group of £4.8m
after disposing of £3.3m of net assets and incurring £0.9m of cssociated disposal
costs. In addition, the exit resulted in a £4.2m impairment of ossets related to
Russian contracts.

The exit from Russia is presented in the income statement as an adjusting
itern but it is not disclosed as a discentinued item because it did not represent
a separate major line of business.

27 May 2022
£m
Net assets disposed (3.3)
Costs of disposal (0.9
Fareign exchange loss reclassified on disposal (0.6)
Loss on disposal {4.8)
Net cash flow arising on disposal i
Cash costs of disposal ____(0__9)
Net cash flow arising on disposal of operations 0.9)

Disposals in 2021

in 2021, the Group disposed of Interativa Industria, Comercio e Representacces
Ltda.

This disposal resulted in a loss of £3.8m and is presented in the income
statement as an adjusting item as it meets cur definition of adjusting items
based on its nature and guantum. The loss on dispesal is not disclosed within
discontinued operations because this business did not represent a separate
major line of business.

A summary of the proceeds received, assets disposed and resulting loss on
disposal is included in the table below:

23 July 2021
£m
Sale consideration 0.2
Net ossets disposed (3.8)
Costs of disposal 0.1
Foreign exchange loss reclassified on disposal ©.1)
Loss on disposal B (3.8)
Net cash flow arising on disposal
Sale consideration T 0.2
Cash costs of disposal (0.1)

Net cash flow arising on disposal of operations o 7 0.1

25. Contingent liabilities

A contingent liability is a lichility that is not sufficiently certoin to qualify for
recogniticn as a provision because significant subjectivity exists regarding
its outcome.

Group contingent fiabilities relating to guarantees in the normal course of business
and other items amounted to £132m {2021: £112m).
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26. Related party
transactions

Related parties include the key management personnel. The Board, including the
non-executive directors are considered to be the key management personnel of

the Group.
2022 2021
£m £m
Short-term employee benefits* 3.5 4.3
Share-based payments*™* 2.2 1.8
Total 5.7 61

* Short-term employee benefits comprise salary, including employers' social

contributions, benefits earned during the year and bonuses awarded for the

year.

** For details of the share-based payment charge for key management personnel,

see Note 6.

Transoctions with associoted companies

2022 | 2021

Em Em

Sales to associated companies - 0.5
Purchases from associoted companies - -
Accounts receivable - -
Accounts payable - -
Total - 0.5

There are no ather related party transactions.

27. Subsequent events

Events that occur in the period between 31 December and the date

of approval of the Annuai Report can be categorised as adjusting or non-
adjusting depending on whether the condition existed at 31 December.

If the event is an adjusting event, then an adjustment ta the results is made.
If a non-adjusting event after the year end is material, non-disclosure

could influence decisions that readers of the financial staterments make.
Accordingly, for each material non-adjusting event after the reporting period
we disclose the nature of the event and an estimate of its financial effect,
or ¢ statement that such an estimate cannot be made,

There were no adjusting cr non-adjusting subsequent events after the balance
sheet date of 31 December 2022.
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Company balance sheet

At 31 December 2022

2022 2021
Note £m ! £m
Fixed assets :
Investments C5 533.0 ! 547.0
533.0 . 547.0
Current assets :
Debtors cé 183 12.1
Deferred tax assets c7 3.5 ) 6.8
Cash at bank and in hand L& 2.0
- T - ‘254 20.9
Creditors: amounts falling due within one year
Other creditors c8 4.3) 2.2)
Net current assets 211 187
Total assets less current liabilities - T T - 5541 5657
Net assets ) o , 5541 :,, 5657
Capital and reserves
Called up share capital ce 786 78.6
Share premiuvm account 16.4 15.2
Capital redermption reserve 177.6 ‘ 177.6
Profit and loss gecount - - 2815 | 2943
Eat-.l_i":-y_shqreholders' funds 554.1 565.7

The Company reported a profit for the financial year ended 31 December 2022 of £59.6m (2021 £276.0m).

Approved by the Board of Directors on 2 March 2023 and signed on its behalf by:

Lord Smith of Kelvin
Chair
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Company statement of changes
in equity for the year

Share Share Redemption Retained Parent

capital premium reserve eqarnings equity

£m £m £m Em £m

At 1 January 2021 818 14.3 174.4 29319 562.4

Retained profit for the year 276.0 276.0
Dividends paid cn ordinary shares (61.8) (61.8)

Shares issued in the year - 0.9 0.y

Share-bosed payments 14.8 14.8

Canceliation of Treasury shares {3.2) 3.2 -

Shares acguired for;

employee share scheme trust (26.6) (26.6)
share buyback programme (200.0) (200.0)

At 31 Decernber 2021 o T 786 152 177.6 2943 565.7
Retained profit for the year 59.6
Dividends paid on ordinary shares* (62.2) (62%2)
Shares issued in the year - 1.2 [ aA]
Share-based payments 9.8
Shares acquired for: F
employee share scheme trust* (20.0) (20:0)
At 31 December 2022 T T 786 16.4 177.6 281.5

* Detaifs of treasury and employee trust share scheme movements are contained in Note 22 of the Greup financial statements and details of dividends paid and
proposed in the year are shown in Note C4.

Ali of the retained earnings held at both 31 December 2022 and 31 December 2021 are considered to be distributable reserves.
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Company notes to the financial statements

C1. Significant accounting policies

The following accounting policies have been applied consistently in dealing with
items considered material in reation to the financial statements, except where
otherwise noted below:

Basis of accounting

The financial statements were prepared in accordance with Financial Reporting
Standard 101 ‘Reduced Disclosure Framework' ('FRS 101%).

The Company has not presented a separate profit and loss account as permitted
by Section 408 of the Companies Act 2006.

The Company has taken advantage of the following disclosure exemptions under
FRS 101:

a) the requirements of paragraphs 45(b) and 46-52 of IFRS 2 'Share-based
Payment’;

b) the requirements of IFRS 7 'Financial Instruments’;

¢) the requirements of paragraphs #1-99 of IFRS 13 'Fair Value Measurement’;

d) the requirement in paragraph 38 of 1AS 1 'Presentation of Financial
Statements’ to present comparative infermation in respect of paragraph
79(a)(iv) of IAS 1;

e) the requirements of paragraphs 10(d), 10(f) ond 134-136 of IAS 1;

f) the requirements of IAS 7 'Statement of Cash Flows';

g) the requirements of paragraphs 30 and 31 of I1AS 8 'Accounting Policies,
Changes in Accouriting Estimates and Errors’;

h) the requirements cf paragraph 17 of IAS 24 ‘Related Party Disclosures’; and

i) the requirements in IAS 24 'Related Party Disclosures’ to disclose related
party transactions entered into between two or more members of the Group,
provided that any subsidiary which is party to the transaction is wholly
owned by such g member. Related party transactions with the Company's key
management personnel are disclosed in the Remuneration Repart on pages 126
to 145 and in Note 26 on page 223 of the Group financial stoternents.

Criticol judgements and key sources of estimation uncertainty

The preparation of financial statements requires management to make
judgements, estimates and assumptions that affect the amounts reported for
gssets and liobilities as at the balance sheet date and the amounts reported for
income and expenses during the year. However, the nature of estimation means
that actual cutcomes could differ fram those estimates.

There were no critical judgments or key sources of estimation uncertainty applied
in 2022 orin 2021.

Foreign currencies

The Campany's functional currency and presentaticn currency is sterling.
Transoctions in foreign currencies are recorded using the rate of exchange ruling at
the date of transaction.

Monetary assets and liabilities denominated in foreign currencies have been
translated into sterling at the rates of exchange ruling at the balance sheet date
and the goins or losses on translgtion are included in the profit and loss account.

Investments

Investments in subsidiaries are gecounted for at cost less any provision for
impairment. The Company's cost of investments in subsidiary undertakings is
stated at the aggregate of {o) the cash censideration and either (b) the nominal
value of the shares issued as consideration when Section 612 of the Companies
Act 2004 applies or () in all other cases the market value of the Company's shares
on the dote they were issued as consideration.

Taxation

The charge for taxation is based on the profit for the year and takes into account
taxation deferred because of temporary differences between the treatment of
certain items for taxation and accounting purposes.

Deferred tox is recognised in respect of all temporary differences between the
treatment of certain items for toxation ond accounting purposes which have
arisen but not reversed by the balance sheet date, except as otherwise required by
IAS 12 'Income Taxes” Deferred tax is measured at the tax rates that are expected
to apply when the temporary differences reverse, based on the tax laws that have
been enacted or substantively enacted by the balance sheet date. A deferred tox
asset is recognised to the extent thot it is probable that future taxable profit will
be available against which the temporary difference can be utilised.

Equity and equity-related compensation benefits

The Company operates a number of equity and equity-related compensation
benefits as set out in Note 6 te the Group financial statements. The fair value
of the employee services received in exchange for the grant of the options is
recharged in full to the principal employing company and accerdingly, there is
no net charge recorded in the Company’s financial statements. The recharged
amount is recognised as q debtor falling due for payment within one year.

The total omount recharged over the vesting period is determined by reference
to the fair value of the options granted, exciuding the impact of any nen-market
vesting conditions {for example, profitability and sales growth targets). Non-
market vesting conditions are included in assumptions about the number of
options that are expected to becorne exercisable. The foir value of the options
at the date of grant is determined based on the Monte Carlo and Black-Scholes
aption-pricing medel.

At each balance sheet date, the Company revises its estimate of the number
of options that are expected to vest. It recognises the impact of the revision of
criginal estimates, if any, in the amount recharged to subsidiary undertakings.

For newly issued shares, the proceeds received, net of any directly attributable
transaction costs are ¢redited to share capital (nominal value) and share premium
when the options are exercised.

Treasury shares

The consideration paid by the Company on the acquisition of treasury shares

is charged directly to retained earnings in the year of purchase. Consideration
received for the sale of such shares is also recognised in equity, with any difference
hetween the proceeds from sale and the original cost taken to share premium.

If treasury shares are subsequently cancelled the nominal volue of the concelled
sharesis transferred frorm share capital to the capita redemption reserve. No gain
or loss is recognised on the purchase, sale or cancellation of treasury shares.

Dividends

Dividends unpuaid at the balance sheet date are only recognised as a liability

at that date to the extent thot they are authorised and are no longer at the
discretion of the Company. Unpaid dividends that do not meet these criteria are
disciosed in the notes to the finoncial staterents.

C2. Remuneration of directors

The detailed information concerning directors’ emoluments, shareholdings and
options are shown in the qudited section of the Remuneration Report on pages
126 to 145, Note 5 and Note 26 of the Group financial statements.

C3. Staff numbers and costs

The number of people empioyed by the Company, including directors, during
the year was 18 {2021: 18) all of whom were employed in administrative roles.
The costs associated with them were borne by o subsidiary undertaking.

The Company participates in the IMI UK Funds, which are defined benefit schemes
in which the assets are held independently. The total net defined benefit costs of
these Funds are borne by ¢ subsidiary undertaking and therefore in accordance
with 14519, no net defined benefit costs are recognised in the Company's
financial staterments. Note 14 to the Group financial statements provides further
details regarding the defined benefit schemes.
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Cé4. Dividends

The aggregate amount of dividends comprises:

2022 ' 2071

£m £m

Prior year final dividend paid - 15.8p per qualifying ordinary share (2021: 15.0p} 40.8 408
Current year interim dividend paid - 8.3p per qualifying ordinary share (2021- 7 9n) ) 214 210
Aggregate amount of dividends paid in the financial year 62.2 618

Dividends paid in the year of £62.2m represent 24.1p per share {2021: 22.9p).

After the balance sheet date the following dividends were proposed by the directors. The dividends have not been provided for ond there are no income tax consequences.

2022 2021
£m £m
Current year final dividend - 17.4p per qualifying ordinary share (2021: 15.8p) 45.1 40.9

Dividends proposed after the bolance sheet date may differ from the final dividend paid. This is a result of the final number of qualifying shares entitled to dividends
differing from these in issue at the belance sheet date.

C5. Fixed assets - investments

2022 2021

£m £m

Investments in subsidiary undertakings 173.2 173.2
Loans owed by subsidiary undertakings ] ) 359.8 | 3738

533.0 547.0

Details of subsidiary undertakings as at 31 December 2022 are shown on pages 229 to 233.

The loan due from subsidiary undertakings is due for repayment on 31 December 2027. The locn is unsecured and attracts interest at the relevant risk free rate +0.25%.

Cé. Debtors

2022 2021
£m £m

Falling due for payment within one year:
Amgcunts owed by subsidiary undertakings 18.3
18.3

Mo
sl
[

=
N
.
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Company notes to the financial statements (continued)

C7. Deferred tax

2022 2021

£m £m

The deferred tax included in the balance sheet is as follows:
Employee bengfits and share—bqs_ed payments 7 B i o 5.5 6.%
Deferred tax asset included in the balance sheet 7 - 5.5 6.8
Reconciliation of rovement in deferred tax asset:
At 1 January 2022 6.8 | 3.2
Adjustment in respect of pricr years - 0.1
Deferred tax credit in the profit ond loss account 0.6 1.1
Deferred tax (credit)/charge in equity (1.9) 2.4
At 31 December 2022 55 6.8

The rate of corporation tax in the UK for 2022 was 19% (2021 19%). As from 1 April 2023, it will increose from 19% to 25%. UK deferred tax assets and liabilities have
therefore been calculated using a rate of 25% (2021: 25%).

C8. Other creditors falling due within one year

2022 2021
£m ‘ £m
Corperation tax 33 ‘ 1.3
Other payables ~ B . 10 ' 0.9
43 2.2
C9. Share capital
2022 . 2021
£m | £m
Issued and fully paid
275.0m (2021: 274.9m) ordinary shares of 28 4/7p each 78.6 ' 78.6

C10. Contingencies
Contingent liabilities relating to guarantees in the normal course of business and cther items amounted to £37.8m (2021: £22.1m).
There is a right of set-off with three of the Company's bankers reiating to the balances of the Company and a number of its whelly-owned UK subsidiaries.

Where the Company enters into financia! guarantee contracts to guarantee the indebtedness of other companies within its Group, the Company considers these to
be insurance arrangements, and accounts for them as such. in this respect, the Company treats the guarantee contract as a contingent iiability until such time as it
becomes probable that the Company will be required to make a payment under the guarantee.
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Subsidiary undertakings

A full list of the Group's subsidiary undertakings and registered/principal offices as at 31 Decernber 2022 is included below. Except where indicated, the share capital
censists of ordinary shares only. The principal country in which each subsidiary operates and has its registered/principal office is the country of incorparation. IMI plc's
effective interest in the undertakings listed is 100%, except where indicated, and is held in each case by a subsidiary undertaking, except for IMI Group Limited and
IMI Deutschland Verwaltungs GmbH which are held directly by IMI plc.

The Group has an interest in two partnerships, The IM| Scottish Limited Partnership and The IM} 2017 Scottish Limited Partnership, which are both fully consclidated
into these Group accounts. The Group has tecken advantage of the exemption conferred by regulation 7 of the Partnerships (Accounts) Regulations 2008 and has,
therefore, not appended the accounts of these qualifying partnerships to these cccounts. Separate acceunts for the partnerships are not required to be and have

not been filed at Companies House.

Charles Baynes Netherlands BV.,
Holford Estates Limited,

IMI CIF Trustee Limited,

IMI Components Limited,

IMI Deutschiand Limited,

IMI Euro Finance Limited,

IMI Fluid Controls (Finance) Limited,
IMI Germany Lirmnited,

IMI Group Limited,

iMI Kynoch Limited,

IMI Marston Limited,

iMI Overseas Investments Lirmited,
IMI Pensions Trust Limited,

IMI plc,

IMI Precision Engineering Limited,
IM! Property Investments Limited,
IM| Refiners Limited,

M| Retirerent Savings Trust Limited,
IMI Sweden Finance Limited,

IMI Vision Limited,

Liguick 211 Limnited,

Truflo Group Limited,

Trufle International Limited,

Truflo Investrments Limited

Finch Land Management LLC,
IMI Americas LLC,

IMI Fluid Controls Holdings inc,
IMI Norgren LLC,

Norgren LLC

IM1 Critical Engineering Holding GmbH,
IM| Deutschland Il GmbH & Co KG,

IM| Deutschland Verwaltungs GmbH,
IM} Germany Holding BV. & Co. KG,
Norgren GmbH

Adaptas Acquisition Co.,
Adaptas Acquisition Holdings, LLC
Adaptas Solutions, LLC

Heimeier GmbH,

IMI Hydronic Engineering Deutschland Gmbh,

THJ Holding GmbH

IMI Australia Pty Ltd,
IMI Critical Engineering (PAC) Pty Ltd,
IMI Lakeside Australia Pty Ltd

IMI Finance SA,
IM) Finonce USD SA,

IMI Hydronic Engineering International SA

Adaptas Solutions Pty Ltd,
DeTech Australia Holdings Pty Ltd

IM} Aero-Dynamiek BVBA
IMF Hydronic Engineering NV

CClitaly S.R.L,
IMI Holding Italy S.R.L.,
Orton SR.L.

Lakeside, Solihull Parkway, Birmingham Business Park, Birmingham, West Midlends, B37 7XZ,
| United Kingdom
i
I

5400 South Deloware Street, Littleton, CO 80120, United States

Bruckstrasse 23, 46519 Alpen, Germany

Palmer Industrial Park, ¢ Second Street, Palmer, MA 01069, United Stotes

Postfach 1124 59592 Erwitte, Vollinghauser Weg, 59597 Erwitte

33 South Corporate Avenue, Rowville VIC 3178, Australia

Route de Crassier 19, Lake Geneva Business Park, 1262 Eysins, Switzerland

| 2-8 Martha Street, Clyde NSW 2142, Australia

Aero Dynamiek - Antwerpsesteenweg 124, 2630 Aartselaar, Selgium
Fountain Business Park, C. Van Kerckhovenstraat 110 Gebouw 3 BE-2880 Bornem
"Via Larga 6, 20122 Milan, Italy
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Subsidiary undertakings (continued)

{MI Hydronic Engineering A/S,
Norgren A/S

IM| Hydronic Engineering AS,
Norgren AS

IMI Hydronic Engineering BV,
IMI Netherlands Heldings BV

IMI| Scotland Limited,
The IMI Scottish Lirmited Partnership,
The IMI 2017 Scottish Limited Partnership

Lakeside Finance Unlimited Company,
Lakeside Treasury Unlimited Company

Norgren Co Limited,
Norgren Manufacturing Co Ltd

Valves Holding GmbH,
7 & J Technologies GmbH

Acro Associates LLC
Adaptas Solutions Chino Ce, Ltd
Applied Kilovelts Limited

Bahr Modultechnik Holding GmbH
Bahr Modultechnik GmaH

Bimba LLC
Mead Fluid Dynamics, Inc.

Bopp & Reuther Valves GmbH

Brookvale International Insurcnce Limited
Buschjost GrmbH

CCIAG

IMI Critical Engineering Brasil Ltda.

CCl Czech Republic s.r.o.

CCI Flow Control (Shanghai) Co Ltd

CCl International Limited

CC Valve Technology AB

CCJ Valve Technology GmbH

Contral Component India Pvt Limited

Contral Components Inc
CorSolutions LLC

FAS Medic SA

Fluid Automation Systems GmbH
Heotmiser UK Lid

Heatmiser Automatic Control Technology (Beijing) Limited

Herion Systemtechnik GmbH

IM| Aero-Dynamiek BY

M| Critica! Engineering (APAC} Pte. Ltd

IM| Critical Engineering (AUS) Pty Ltd

IMI Critical Engineering (Shanghai) Company Limited

IMI Critical Engineering Keorea

IMI| Critical Engr PBM LLC

IMI ple Annual Report & Accounts 2022

Vesterlundvej 18, 2730 Herlev, Denmark
Glynitveien 7, Ski, N-1400, Norway
Klipperaak 101 (1e etage), 2411 ND Bodegraven

C/0 Brodies LIp Capital Square, 58 Morrison Street, Edinburgh, EH3 8BP

1 Stokes Place, St Stephens Green, Dublin 2, Ireland
Building 3, No. 1885, Duhui Road, Minhang District, Shanghai, China

Bertramsweg 6, 52355 Diren, Germany

1990 Olivera Rd., Sta. A Corcard, CA 94520, United States

. No. 1588 Xinheng Road, Qidong City, Nanteng, Jiangsu, Ching
Woods Way, Goring By Seq, Worthing, West Sussex, BN12 4QY
North-South-Str. 10q, 31711 Luhden, Germany

25150 S. Governors Hwy, University Park, IL 60484, United States

| Carl-Reuther Str. 1, 68305 Mannheirm, Germany

Clarendeon House, Church Street, Homilton, HM11, Bermuda

Detmolder Strasse 256, 32545 Bad Qeynhausen, Germany

Fabrikstrasse 10, 8370 Sirnach, Switzerland

Rua Anuar Dequech, 272 - Gelpao 06, Iporanga - Sorocabe/SP, Brasil 18087-157

K Letisti 1804/3, Slapanice, 42700, Brno, Czech Republic

Room 108, Unit 15, 159 Tian Zhou Road, Cao He Jing Development Zone, Shanghai, 200233, China
Unit A3 Brookside Business Park, Greengate, Middleten, Manchester, M24 1GS, United Kingdom
Industrigatan 7, Box 603, 661 29 Saffle, Sweden

Lembickgasse 63/1, 1230 Wien, Austria

Ground, 1st & 2nd Floor, Tower 4, SJR i park, Plot # 13 14 & 15, EPIP Zone Phase 1, Whitefield Road,
Bangalore 560066, India

22591 Avenida Empresa, Rancha Santa Margarita CA 92688, United States
95 Brown Rd, Ithaca, New York, 14850, United States

Route de Bossonnens 2, 1607, Palézieux, Switzertand

Stuttgorter Straf3e 120, 707346 Fellbach, Germany

Units 1-5 Hurstwood Court, Mercer Way, Blackburn, England, BB1 2QU

North Zone, Floor 2, Building 12, 738 Changliv Road, Machikou town, Changping District,
Beijing, China

| Untere Talstrasse &5, 71263 Weil der Stadt, Germany
Databankweg 7, 3821 AL Amersfcort, Netherlonds
! 29 International Business Park #04-01 Acer Building Singapore 609923

33 South Corporate Avenue, Rowville Victoria 3178, Australia

Building 3, No. 1-5, Lane 800, Yewang Road, Yexie Town, Songjiong District,
Shanghai, 201609, China

i 14 Dangdong 2-ro, Munsan-eup, Paju-si, Gyeonggi-do, 10816, Repuklic of Korea
‘ 1070 Sandy Hil' Road, Irwin, PA 15642, United States
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IMI Critical Engr Z&J LLC
IMI Critical FZE

iMI Deutschland BV.

IMI Engineering Scn. Bhd.
IMI France SARL

IMI Holdings LLC

IMI Hydronic Engineering AB

IM| Hydronic Engineering Business Services Spolka Z Cgraniczena
Odpowiedzialnoscio

IMI Hydronic Engineering China

IMI Hydronic Engineering France 5.A.
IMI Hydronic Engineering FZE

IMI Hydronic Engineering GesmbH
IMI Hydronic Engineering Inc

IMI Hydronic Engineering Limited

IM! Hydronic Engineering Ltdo

IMI Hydrenic Engineering OY

IMi Hydronic Engineering Pte Ltd

IMI Hydronic Engineering S.A.

IMI Hydronic Engineering (Spain) SAU
IMI Hydronic Engineering S.R.L.

IMI Hydronic Engineering Switzerland AG
IMI Hydrenic Engineering UAB

IMI Internationeal Co Srl

IMI Internaticncl d.c.0.

IM! Internaticnal d.c.0.

Ml International d.c.0. Beograd

IMI International Kft.

IMI International s.r.o.

IMI Internationai Sp. z.0.0.

IMI Japan K.K.

IMI Norgren Herion PVT Limited

IMI Norgren Limited

iMi Norgren SA (Sociedad Unipersonal)
IMI Soudi Industry LLC

IM} Ventures Singapore Pte Ltd
Industrie Mecanique Pour Les Fiuides SA
Kynoch Sweden Holding AB

Mead Fluid Dynamics, Inc.

Newman Hattersley Limited

Norgren AG

Norgren Automation Sojytions LLC
Norgren BV

Norgren Ce Limited

4525 Kennedy Commerce Drive, Houston, TX 77032, United States
, Office No. FZJOA1308, FZJCA1310, FZJ0A1307A, Jebel Ali Free Zore, PO Box 17827, Dubai, UAE
Versterkerstraat 6, 1322 AP Almere, Netherlands
K-7-5 & K-7-6, Solaris Kirara, Soho, Jalan Solaris Mont Kiara, 50480 Kualo Lumpur, Malaysia
52 Boulevard de Sébastopol, 75003 Poris, France
101 Broadway Street West, Suite 204, Osseo, MN 55369, United States

Annelund, SE-524 80, Ljung, Sweden
Olewin 50 A, PL-32300, Olkusz, Poland

Room 610, Block C the MIXC No.179% Wuzhong Road, Minghang District, Shanghai 201103 Ching

13, rue de la Perdrix - Les Flarmants 8, 3290 Tremblay-en-France, France
JAFZA One - Tower A, Cffice 1310, P.O. Box 262611, Dubai, UAE
i Industriestrasse 9, Objekt 5, 2353, Guntramsdorf, Austria
8908 Governors Row, Dallas, TX 75247, United States
Hat House Third Floor, 32 Guildford Street, Luton, Bedfordshire, LUL 2NR, United Kingdom
Av Fagundes Filhe, 134 ¢j 43, S. Judas, Sac Paulo, ¢4304-010, Brazil
Robert Huberin tie 7, Vantaa FI-01510, Finland
223 Mountbatten Road #03-01, Singepore 398008, Singapore
' 9, rue des 3 Cantons, Windhof, L-8399, Luxembourg
Calle Orduiia 3 Planta Baja, 28034 Madrid, Spain
| Via Roma, 108 - Edificio F/2, 20051 Cassina de Pecchi (M), Italy
Muihlerainstrasse 26, 4414 Filiinsdorf, Switzerland
A Juszapaviciaus 27-5, Kaunas, LT - 45258, Lithuania
Str. Aristide Pascal nr.34, Sector 3, Bucuresti, 031445, Romanio

Alpska cesta 37b, Lesce, 4248, Slovenig

Slavonska avenija 17, Zagreb, 10040, Croatia
Milutina Milankovica 1b, Novi Beograd, 11070, Serbia
Kunigunda Utja 60, Budapest, HU-1037, Hungary
. Central Trade Park D1, ¢.p.1572, Humpolec, 396 01, Czech Republic

Olewin 50 A, PL-32300, Olkusz, Pelond

7-3-6 Minatojima Minamimachi, Chuo-ku, Kebe, Hyogo 650-0047, Japan

C/o Rajesh Malhotra & Associates 505, Mercantile house, Kasturba gandhi marg,

New Delhi - 110001

1 Stokes Place, St. Stephen's Green, Dublin 2, DO2 DEO3
Catle Colom, 391, 2 Edif. Tecno, 08223, Terrassa, Spain

3826 unit Ne. 7, Street 122, Second Industricl City, Post 34325-7535, Dammam, Saudi Arabig

29 International Business Park #04-01 Acer Building Singapcre 609923
15 Avenue des Cures, 95580, Andilly, France

: ¢/o IMI Hydronic Engineering AB, 52 480 Ljung, Sweden

I 4114 North Knox Avenue, Chicago, IL 60641, United States

5063 Noerth Service Road, Suite 100, Burlingten, ON, L7L 5Hé6 Canada
Fabrikstrasse 10, 8370 Sirnach, Switzerland

2871 Bend Street, Rochester Hills, MI 48309, United Stotes
Versterkerstract 6, 1322 AP Almere, Netherlands

36/8 Room M1 Krungthep Kreetha Rd., Khlong Song Ton Nun Sub-District, Lat Krabang District,

Bangkok 10520, Thailand
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Subsidiary undertakings (continued)

Norgren Finland OY

Norgren Ges.m.b.H

Norgren GT Development LLC
Norgren Kloehn LLC

Norgren Limited

Norgren Limited

IMI Webber Limited,
Norgren Limited

Norgren Ltda
Norgren Manufacturing (Suzheu) Co,, Ltd
Norgren Manufacturing de Mexico S.A. de CV.

Norgren S5.A, de C V.,

Norgren NV

Norgren Pte. Limited

Norgren SAS

Norgren Sri

MNorgren Sweden AB

MNorgren Taiwan Co Limited
Pneumadyne LLC

Rermosa S.R.L.

SAIC CCl Valve Co Ltd (44%)*

Shanghai CCl Power Control Equipment Co Ltd
STIS.R.L.

TA Regulator d.o.o.

TH Jansen Armaturen GmbH

Thompson Valves Limited

Truflo Rona S.A.

Trufle Marine Limited

Vaccon Company, Inc.

* Treated as external investments.

Robert Huberin Tie 7, FI-015 10 Vantaa, Finland

Industriezentrum NO Siid, StraBe 2a, Cbjekt M39/1, A-2355, Wiener Neudorf, Austria

425 "C" Street NW, Suite 100, Auvburn, WA 98001, United States
10000 Banburry Cross Drive, Las Vegas, NV 89144, United States

&/F Benson Tower, 74 Hung To Road, Kwun Tong, Kowloon, Hong Kong

 15A Vestey Drive, Auckland, 1060, New Zealand

Blenheim Way, Fradley Park, Lichfield, Staffordshire, WS13 85Y, United Kingdom

Av. Eng. Alberto de Zagottis, 636-B, Sao Paulo SP, 04675-085, Brazil

No. 975, Xinzi Road, Wujiong Economic & Technological Develepment Zone, Jiangsu Province, Ching

Avenida de lo Montaiia # 120, Pargue Industrial Querétars, Santiago De Querédtaro,

Guerétaro, CP 76220, México

Avenida de la Montafia # 120, Santa Rosa Jauregui, Santiago De Querétaro,

* Querétaro, CP 76220, México

F Walravensstraat 84, 8.1451 Lot, Belgium

JTC Space@ Tuas, 168 Tuas Ave 1, #03-40, Singapore 639534

1, rue de Lamirault 77090 Collégien, France

Building F2, Vie Roma 108, Cassina de Pecchi, 20051, Milan, Italy

Box 14001, Ventilgatan 6, S-200 24 Malmo, Sweden

" 3F, No. 540 Sec. 1, Minsheng N. Rd., Guishan Dist., Tacyuan City, 333, Taiwan
- 16425 23rd Ave North, Plymouth, MN 55447, United States

Sesta Strada Cvest snc - Loe Macchiareddu, 09010, UTA (CA), ltaly

Block B, 123 Chongming Xiushan Read, Chenggico Town, Chongming County, Shanghai,

202150 China

229C, 2F, No 11, Lane 465, Tengyue Read, Yangpu District, Shanghai, 200090, China

Via dei Caravaggi 15, 24040, Levate (BG), ltaly

+ Orliska Ulical3, Brezice, 51-8250, Slovenia
Blucherstrasse 47, 66386 Sankt Ingbert, Germany

17 Balena Close, Creekmoor, Poole, Dorset, BH17 7EF, United Kingdom

3e avenue, 16, Parc Industrial des Hauts Sarts, 4040 Herstal, Belgium

2, Priory Road, Aston, Birmingham Bé 7L.G, United Kingdom
2871 Bend Street, Rochester Hills, M| 48309, United States
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Subsidiary audit exemptions

IM| plc has issued guarantees over the liabilities over the following companies at 31 December 2022 under Sectien 479C of Companies Act 2006 and these entities are

exempt from the requirements of the Act relating to the audit of individual accounts by virtue of Section 4794 of the Act:

Company name

! Company number

Company name

Applied Kilovolts Limited
CCl Internaticnal Limited
Heatmiser UK Limited

Holford Estates Limited

IM} Companents Limited

{MI Deutschland Limited

IMI Euro Finance Limited

IMI Fluid Controls (Finance) Limited
IMI Germony Limited

IMI Hydronic Engineering Limited
M1 Kynach Limited

IMI Marston Limited

IMI Overseas Investrments Limited

' 02101051
00259162
03747773
01181406

01640862

07843551

07929408

08528502
07843576
02945254

00713735

00155987

00209251

IMI Precision Engineering Limited
IMI Refiners Limited

IM| Scotland Limited

IM| Sweden Finance Limited
IMI Vision Limited

IMI Webber Limited
Norgren Limited

Thompson Valves Limited
Truflo Group Limited

Truflo International Limited
Truflo Investments Limited

Trufle Marine Limited

Geographic distribution of employees’

The faliowing table shows the geographic distribution of employees os at 31 December 2022 and is not required to be audited.

Company number

01687048
00148305

SC378424

07272731
04421176

01416237
00564656
02791464
04430846
00164822
04430927
00993167

United Kingdorn 1,188
Continental Europe 5,703
Americas 2,688
Asia Pacific 1,363
Rest of World 49
Total B ) 10,591

* Includes agency and contractors.
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Five year summary’

Revenue £m Adjusted profit before tax* £m Group revenue by geography 2022
Total Middle East &
APAC | Africa
3 §;' | 22% 5%
[ - N 2
T . F
- g
mT.otu\
Evurope
43%
o L . [ [ - Total Americas
@ o> o - o w o« = - ~
g g g § § g g 30%
* On gn adjusted basis.
Income statement
2018 2019 2020 2021 2022
£m £m £m £fm £m
Revenue 1,907 1,873 1,825 1.866 2,049
Adjusl_:_ed operating profit o L o ] 2_65.5 266.1_ 284.7 3181 3638
Adjusted profit before tax 251.2 250.7 2739 3070 346.1
Special pension events 5.8 8.6 - - -
Restructuring costs and associated impairment losses (14.4) (53.3) (37.7) (39.7) (259
Acqguired intangible amortisation (25.1) {1%.5) (18.7) (15.0) {29.5)
Crther acquisition items 3.7 (1.6) - (3.1) (%.2)
Loss/(goin) on disposal of subsidiaries 0.6 - - (3.8) -
Exit from Russia - - - - {9.0)
Financiol instrumentsiexcluding economic hedge contract (losses)/gains B (2.5) 4.4_ (3.2) (0.8) 7.9
Profit before tax ] ) 2129 189.3 2143 244.6 285.4
Adjusted EBITDA 320 357 380 404 457
Group sales by destination
2018 2019 2020 2021 2022
£m £m £m £m £m
UK 90 90 88 83 93
Gearmany 288 234 222 238 265
Rest of Europe 519 494 486 520 520
Total Eurcpe 897 818 796 841 878
Total Americas 515 538 B45 5246 427
Total Asia Pacifie 357 404 390 409 450
Middle East and Africa 138 113 4 20 94
Revenue 1,907 1,873 1,825 1,866 2,049
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Earnings and dividends

2018 2019 2020 2021 2022
Adjusted basic earnings per share 73.2p 73.2p 79.7p 92.0p 105.5p
Statutory basic earnings per share 62.5p 56.6p 62.7p 73.5p 87.6p
Crdinary dividend per share £0.6p 41.1p 22.5p 23.7p 25.7p
Balance sheet

2018 2019 2020 2021 2022

£m Em Em £m £m

Segmental net assets (including lease liabilities) 1,220 1,168 1,124 1,340 1,744
Other net non-operating liabilities excluding borrowings (gross) (149} (111) {96) (32) (132)
Net debt (gxcludin_g lease liabilities) _ o _(405) ] (347) {22@)_ (52?) B (706)
Net assets B 666 710 800 779 906
Statistics

2018 2019 2020 2021 2022
Adjusted operating profit os o percentoge of revenue 14,0% 14.2% 15.6% 17.0% 17.8%
Adjusted operating profit as a percentage of segmental net assets 21.8% 22.8% 253% 23.7% 20.9%
Effective tax rate on adjusted profit before tax 21.0% 21.0% 21.0% 20.0% 21.3%
Net assets per share (excluding treasury and EBT shares) 245.8p 262.2p 294.9p 301.0p 344.1p
Net debt as a percentage of sharehoiders' funds 60.7% 48.9% 39.5% 79.9% 89.6%
Net debt: adjusted EBITDA 13 1.2 ca 1.5 1.8

25 24 35 33 24

Adjusted EBITDA: interest

* The five year summary is not required to be audited.



Shareholder and general information

Announcement of trading results

The trading results for the Group for the first half of
2023 will be announced on 28 July 2023. The trading

results for the full year ending 31 December 2023 will

be announced in February 2024,

Interim monagement statements will be issued in
May and November 2023.

Expected dividend payments
Final: 12 May 2023

Interim: September 2023

Share prices and capital gains tax

The closing price of the Company's ordinary shares

on the Londen Stock Exchange on 31 December 2G22

was 1,228.0p (2021: 1,736.0p). The market value of

the Company’s ordinary shares on 31 March 1982, as

calculated for capital gains tax purposes, was 53,5p
per share.

The Company's SEAGQ number is 51443,

Encuiries about shareholdings

Far enquiries concerning sharehelders’ personal
haldings, please contact the Company's Registrar:
Equiniti (contact details appear to the right).

Please remember to tell Equiniti if you move house,
change bank details or if there is any other change
to your account information.

Managing your shares enline

Shareholders can manage their hoidings enline

by registering with Shareview, the internet based
platferm provided by Equiniti. Registration is o
straightforward process and allows shareholders to:

- help us to reduce print, paper and postage costs
ond the ossocioted environmental impoct of these;

« cast your AGM vote electronically;

= receive an email alert when important shareholder
documents are available online such as Annual
Reports and Notices of General Meetings;

- access details of your individual shareholding
quickly and securely;

- set up a dividend mandate online; and

+ chonge your registered postal address or your
dividend mundate details.

To find out more information aboyt the services
offered by Shoreview and to register, please visit:
www.shareview.co.uk.

Corporate website

The IMI plc website provides a wedlth of useful
information far shareholders ang should be your
first port of call for general queries relating to the
Company and your shares. As well as providing share
price data and financial history, the site also provides
background information about the Company.
Shareholders are also encouraged to sign up to
receive news alerts by email in the investors section
of the website. These include all of the financial

news releases from throughout the year that are

not sent to shareholders by post. You can access the
corporate website at: www.imiplc.com.

Annual General Meeting 2023

This year's AGM will be held on 4 May 2023.

For further information, please refer te the Notice
of Meeting which is on the corporate website.

Individual Savings Account (ISA)

iMI's ordinary shares can be held in an ISA. For
information about the ISA operated by our Registrar,
Equiniti, please call the Equiniti 1SA helpline on 0345
300 0430. Lines are open from 8,30acm to 5.30pm,
Monday to Friday (excluding public holidays in
England and Wales).

Share dealing service

Managed by Equiniti, the Company’s registrar, the
IMI ple share degling service provides shareholders
with a simple way of buying and selling IMI ordinary
shares. Telephone: 0345 603 7037. Full written
details can be obtained from Equiniti (contact details
appear to the right).

Share fraud

Share fraud includes scams where investors are
called out of the blue and offered shores that often
turn out to be worthiess or non-existent, or an
inflated price for shares they own. These calls come
from fraudsters operating in ‘boiler rooms’ that are
mostly based abroad. Further information on how to
spot share fraud or report o scam can be found on
our corporate website.

American Depository Receipts

IMI ple terminated its sponsored American
Depository Receipt programme on 18 Jonuary 2023.
If you have guestions about the termination, please
contact Citibank, N.A, ot 1-877-248-4237.

IMI ple Annual Report & Accounts 2022

Headquarters and registered office
Lakeside

Solikull Parkway

Birmingham Business Park
Birmingham

B37 7XZ

Telephone: +44 121717 3700

IMI plc is registered in England No.714275

Registrars
Equiniti
Aspect House
Spencer RKoad
Lancing
West Sussex
BN9? 6DA

Teleghone: 0371 384 2040 or from overseas
(0)371-384-2040

Lines are open 8.30am to 5.30pm, Monday to Friday
(excluding public holidays in England and Wales).

Email:
customer@equiniti.com
bereavementsupport@equiniti.com

Stockbrokers

JPMorgan Cazenove
Bank of America

Avditor
Deloitte

Cautionary statement

This Annual Report may contain forward-looking
statements that may or may not prove accurate. For
example, statements regarding expected revenue
growth and operating margins, market trends and
our product pipeline are forward-looking statements.
It is believed that the expectations reflected in

these statements are regsonable but they may be
affected by g number of risks and uncertainties

thot are inherent in any forward-looking statement
which could cause actual results to differ materially
from those currently anticipated. Any forward-
lnoking statement is made in good faith and based
an information available to IMi plc as of the date of
the preparation of this Annual Report. Al written

or cral forward-looking staterments attributable to
IMI plc are qualified by this caution. IMI ple does not
undertake any obligation to update or revise any
forward-tooking statement to reflect any change in
circumstances or in IM| plc's expectations.



b@'ﬂﬁ;‘,o
MIX CARBNAs

Papar from ."E“TR"!'
responsible sourcas N
%
E3S Fsce cozzers cmpar v carbonbalancedpapet cum
< com L 251 2

Printed in the UK by Pureprint Group, d Carbon Neutral®
company. The report is printed on recycled silk paper, make
from 100% pre and post-consumer waste. The CO; emissions
associated with the paper manufacturing and printing

of this publication have been offset. It was printed using
vegetoble-based inks and a water-based coating. Both the
paper mill and printer are registered to the Envircnmental
Management Systern ISO 14001 and are Forest Stewardship
Council® (FSC®) chain-of-custody certified.

Designed and produced by www.designmotive.co.uk






