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- The-directors. of IMI Precision Engineering.Limited (the ‘Company’) submit their Strategic Report for tihe year ended 31 December. -

2020.

1. . Principal activities
The Company is a wholly-owned subsidiary of IMI pic and it's immediate parent company is IMI Kynoch Limited. The -
Company operates as part of IMI pic’s Precision Engineering division (the ‘Division’).
The Company's principal activities are (i) to provide global leadership to the companies in the Division, (ii) to provide
strategic and functional services (including product development, HR, legal, pricing, operations and lean, procurement,
finance, marketing, logistics, systems development and IT) to those companies and (iii) the control and distribution of
finished stocks of the Division, mainly in Europe, including the majority of imports into and exports from this region. There
were no changes to the Company’s principal activities in 2020 and there are none planned for 2021.

2. Business review

. The Company recorded an operating profit of €11,836,000 compared to €13,785,000 in the prior year. This movement is

primarily due to lower sales in the Division. Profit before tax decreased to €11,697,000 (2019: €14,592,000).
IMI plc manages its operations on a divisional basis. The Company'’s directors believe that analysis using key performance
indicators for the Company is neither necessary nor appropriate for an understanding of the development, performance
or position of the business of the Company. The performance of the Division, which includes the Company, is discussed
in IMI pic's annual report which does not form part of this report.
The Company is influenced by the decision making of the Divisional Managing Director, Beth Ferreira.

3. Future developments
The Company anticipates that it will continue to pursue its principal activities for the foreseeable future.

4. Principal risks and uncertainties A
The Company's sales are reliant on the European pneumatics market, although this risk is mitigated by selling to a
geographically diverse customer base.
The Company sells its products solely to intergroup customers and therefore does not bear any third party credit risk.
The Company sells its products into international markets and it is therefore exposed to currency movements on such
sales. Where appropriate, the Company manages this risk with forward exchange contracts in line with IMI pic’s treasury
policies.
The Company is financed by IMI pic. The details of the financing undertaken by the group can be found in the IMI plc
annual report and financial statements, which do not form part of this report. The risks facing the IMI group are discussed
in IMI pic’s annual report.

5. Section 172 Statement & Stakeholder Interests

The primary duty of the directors under Section 172 is to act in the way they consider would be most likely to promote the
success of the Company for the benefit of its shareholders as a whole and to do so having regard as appropriate to certain
statutory factors and other relevant matters.

All director decisions are made with the Company’s long-term success in mind and the directors have regard to a broad
range of matters including the voice of stakeholders. Set out below is specific commentary in relation to each of the Section
172 factors:

The likely consequences of any decision in the long-term

The Company has adopted a five-year business planning period and sets strategy with a view to long-term success. The
strategic review process was undertaken during the year with that in mind. Long-term considerations had an influence in
assessing which are the most attractive markets for the Company to focus on and how to optimise the businesses’ footprint.
The directors also review investment decisions with a long-term view, usually 5 or 10 years.
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- . The Company depends on its employees for its success and invests considerable time and resources on employee

engagement, training and development.

Health and safety of our.employees is of paramount importance and receives appropriate director and management

attention and investments. Reflecting this importance, the directors measure and track performance closely.

Given how important our people are to our success we maintain an active dialogue with them. Some of the channels we
use to facilitate this dialogue include an annual employee survey which is undertaken during the annual IMl Way Day. The
directors use the data generated from this survey to continually improve the organisation. If specific local issues are
identified, the directors undertake further work to gather more detail and then implement appropriate measures to drive
improvement.

The Company forms part of the IM! plc group of companies. To support the Company a non-executive director of IMI plc
has been in place since 1 January 2019 in relation to employee engagement and has reported to the IMI plc Board in
respect of employee views presented to her. y

The group has an IMI wide intranet that is available to all employees and this is kept up to date with not onAIy policy
changes, but financial resuits and other announcements.

Training and development of employees is important to the directors with management and leadership training courses
available alongside training programmes for specific qualifications being available to employees.

Pension scheme participants benefit from the IMI pic group's approach to pension provision and financial prudence in
reducing the funding deficit in relation to defined benefit obligations.

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. The directors monitor indicators of the
customer experience and welcomes the increased emphasis on the customer which management is building.

The Company works closely with partners including suppliers, distributors and agents who are closely managed from a
commercial and compliance perspective.

The impact of operations on the community and the environment

The Company has a positive contribution to the local community as an employer and through offering apprenticeships and
employee training and community activities including the annual IMI Way Day, charitable activity and donations.

The Company monitors minimising its impact on the environment with energy and waste initiatives. Continued progress

" depends upon the directors driving such initiatives and channelling investment to projects with due regard for the

environment.
The desirability of maintaining a reputation for high standards of business conduct

The Company is careful of its reputation and decisions reflect this and the great importance attached to the reputation by
all key stakeholders. The Company demands high standards of conduct from all directors and empltoyees and expects

- management to be mindful of how and with whom business is conducted. The Company will decline to have dealings with

third parties who display poor business conduct.
The need to act fairly between shareholders of the Company
The directors understand the importance of treating shareholders fairly. The Company has only one class of share in issue

and all shareholders individually enjoy the same shareholder rights as the others.

By order of the Board

KAl el

S Purewal
Director
29 April 2021
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1.

'Prof‘ ts and leldends

The -results for the financial .year .are shown in the financial statements. The profit after tax for the year of €9,154,000-

-(2019: €10,450,000) has been transferred to reserves. A final dividend has been proposed for the year of €8,467,000

(2019: €10,844,000).

Directors

The directors who held office during the year and since 31 December 2020 were as follows:

C W Prince

N D Thompson

S Purewal (appointed 11 February 2021)
S McKone (resigned 11 February 2021)

The Company'’s ultimate parent, IMI plc, maintained directors' and officers’ liability insurance for all directors.

The executive members of the Precision Engineering Division are: Beth Ferreira, Sukhjit Purewal, Richard Burdon, lan
Morris, Duncan McBurnie, Nicole Thompson, Chris Prince, Enzo Strappazzon and Jonathan Yuk.

Going concern

The Company’s business activities, together with the factors likely to affect its future development and position, are set
out in the Business review and Principal risks and uncertainties sections of the Strategic Report.

The financial statements have been prepared on a going concern basis. The directors have prepared forecasts including
cash flow forecasts which are for a period of at least 12 months from the date of approval of these financial statements up
to and including April 2022. These demonstrate that the Company has suffi cxent headroom within its facilities to meet its
liabilities as they fall due.

The Company participates in the IMI group’s centralised treasury arrangements and so shares banking arrangements with
its parent and fellow subsidiaries. The Company’s financial forecasts, taking into consideration the current environment,
show that the Company is expected to remain profitable and generate positive cash flows, giving the Company the ability
to continue to operate for the foreseeable future. Furthermore, the parent entity, IMI Kynoch Limited, has confimed that
it will continue to provide financial support to the Company for a period of not less than 12 months from the date of approval
of these financial statements. As with any Company placing reliance on its parent for financial support, the directors
acknowledge that there can be no absolute certainty that this support will continue although, at the date of approval of
these financial statements, they have no reason to believe that it will not do so.

The directors have considered the impact of the COVID-19 crisis on the Company’s business operations and future
prospects. Business disruption, so far, has been reasonably modest as the Company is well diversified and maintains a
balanced portfolio of customers, with no single dependency. Immediate measures were taken to protect first and foremost
the Group's workforce, communities and customers. Actions were deployed to ensure strict adherence to social distancing
measures and deep-cleaning protocols and these measures will be continued as needed to keep the workforce safe.
During this period of uncertainty, we continue to maintain a robust financial position.

Accordingly, the directors of the Company believe that it is appropriate to adopt the going concem basis in preparing the
financial statements.

Disclosure requirements

In accordance with the Companies Act 2006 section 414C(11), the Company's Strategic Report contains certain
disclosures required in the Directors’ Report. The requirements are included within the principal activities, business review
and principat risks and uncertainties sections of the Strategic Report.

Environment

" The Company recognises the importance of its environmental responsibilities, monitors its impact on the environment,

and designs and implements policies to mitigate any adverse impact that might be caused by its activities. The Company
operates in accordance with IMI plc policies, as noted in IMI pic’s annual report, which does not form part of this report.

3
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B ‘Inmatlves aimed at minimising the Company'’s impact on the environment mclude safe disposal. of manufacturmg waste .
recycling and reducing energy consumption. o :

6. 3 Research and development
During the year the Company continued to pursue its policy of developing existing and new products.
7. Disabled employees

The Company gives full consideration to applications for employment from disabled persons where the candidate’s
particular aptitudes and abilities are consistent with adequately meeting the requirements of the job. Opportunities are
available to disabled employees for training, career development and promotion.

Where existing employees become disabled, it is the Company's policy to provide continuing employment wherever
practical in the same or an alternative position and to provide appropriate training to achieve this aim.

8. Employee involvement

The Company operates a framework for employee information and consultation which complies with the requirements of
the Information and Consultation of Employees Regulation 2005. During the year, the policy of providing employees with
information, including information relating to the economic and financial factors affecting the performance of the Company,
has been continued through the newsletter “IMI Eye” in which employees have also been encouraged to present their
suggestions and views on the Company’s performance. Regular meetings are held between local management and
employees to allow a free flow of information and ideas. Employees participate directly in the success of the business
through the IMi group’s profit sharing schemes and are encouraged to invest in the IMI group through participation in share
option schemes.

By order of the Board

AAL i

S Purewal
Director
29 April 2021
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_-.~-Company law requires the directors to. prepare financial statements, for each ﬁnanc1a| year Under that Iaw ‘the directors have
- elected to prepare the fi nancial statements in accordance with appllcable law and United Kingdom Accountmg ‘Standards (United

e Kingdom-Gerierally Accepted Accounting Practice), including Financial Reporting Standard 101 ‘Reduced D/sc/osure Framework’
(FRS 101). .

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;

* make judgments and accounting estimates that are reasonable and prudent;

» state whether applicable United Kingdom Accounting Standards, including FRS 101, have been followed, subject to any
material departures disclosed and explained in the financial statements;

* notify the company’s shareholders in writing about the use of disclosure exemptions, if any, of FRS 101 used in the
preparation of financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will
continue in'business.

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 safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.
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o ~ 7 €000 €000

Revenue : 3 307,513 - 359,023
Cost of sales (220,682) - (247,418)
Gross Profit 86,831 111,605
Distribution costs (13,014) (15,252)
Administrative expenses (61,981) (82,568)
Operating profit 4 11,836 13,785
Interest payable and similar costs : 7 (290) (88)
IFRS 16 finance expense : 12 - 1
Other finance income 17 151 896
Profit on ordinary activities before taxation 11,697 14,592
Income tax expense 8 (2,543) (4,142)
Profit for the financial year ‘ 9,154 10,450
Statement of comprehensive income

2020 2019

€000 €000
Profit for the financial year 9,154 10,450
Total comprehensive income for the year : 9,154 10,450

All activities relate to continuing operations.
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.- ‘Balance sheet . e -

. Notes ' . " - 2020 2019

o €000 - €000
Non-current assets : . - .
Intangible assets . - 10 - 11,154 13,537
Tangible assets : 11 2,080 1,965
Right of use assets 12 : 2 9
13,236 15,511
Current assets
Stocks 13 19,610 17,791
Debtors 14 34,748 30,107
Other financial assets 17 228 77
54,586 47,975
Current liabilities
Creditors: amounts falling due within one year 15 (56,730) (50,656)
Lease liabilities 12 (2) (8)
Deferred tax liabilities 8 (314) (354)
(57,046) (51,018)
Net current liabilities (2,460) (3,043)
Non-current lease liabilities 12 - (2)
Net assets 10,776 12,466
Capital and reserves
Called up share capital 16 412 412
Share premium account 5 5
Profit and loss account 10,359 12,049
Total equity shareholder's funds 10,776 12,466

For the year ended 31 December 2020, the Company was entitled to exemption from audit under section 479A of the Companies
Act 2006 (the ‘Act’) relating to subsidiary companies.

The members have not required the Company to obtain an audit of its accounts for the year in question in accordance with section
476 of the Act.

The directors acknowledge their responsibilities for complying with the requirements of the Act with respect to accounting records
and the preparation of accounts.

These financial statements were authorised for issue by the board of directors on 29 April 2021 and were signed on its behalf by:

AL sl

S Purewal
Director
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>Caliéd up= " 'Share = .- Profitand” - *

‘ .~ 'share . premium loss Total equity
. . capital . - account account B
€000 - €000 €ooo .- €000
At 1 January 2019 ’ . 412 5 15,994 16,411
Profit for the financiat year ’ - - 10,450 10,450
Total comprehensive income for the year - - 10,450 10,450
Equity dividends paid - - (14,395) (14,395)
At 31 December 2019 412 5 12,049 12,466
Profit for the financial year - - 9,154 9,154
Total comprehensive income for the year - - 9,154 9,154
Equity dividends paid - - (10,844) (10,844)
At 31 December 2020 412 5 10,359 10,776
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E Authorisation of financiai statements and-statement of compliance with FRS 101 ‘ R

- The-financial statements of IMI Preccs:on Engmeenng Limited for the year ended 31 December 2020 were authorised for .

issue by the board of directors on 29 April-2021 and the balance sheet was signed on the board'’s behalf by S Purewal.
IMIPrecision Engineering Limited is incorporated and domiciled in England and Wales and its registered office is at
Lakeside, Solihull Parkway, Birmingham Business Park, Birmingham, B37 7XZ.

These financial statements were prepared in accordance with Financial Reporting Standard 101 ‘Reduced Disclosure
Framework’ (FRS 101) and in accordance with applicable accounting standards.

The accounting policies which follow set out those policies which apply in preparing the financial statements for the year
ended 31 December 2020. The financial statements are prepared in euros and are rounded to the nearest thousand euros
(€000).

Accounting policies
Basis of preparation

The accounting policies which follow set out those policies which apply in preparing the financial statements for the year
ended 31 December 2020.

The Company has taken advantage of the following disclosure exemptions under FRS 101:

(a) the requirements of IAS 7 Statement of Cash Flows;,

(b) the requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered into between two
or more members of a group, provided that any subsidiary which is a party to the transaction is wholly owned by such
a member;

(c) the requirements of IFRS7 ‘Financia! Instruments’;

(d) the requirements of paragraphs 91-99 of IFRS13 ‘Fair Value Measurement’; and

(e) the requirements of paragraph 17 of IAS24 ‘Related Party Disclosures’.

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 assets and liabilities as at the balance sheet date and the amounts reported for revenue and
expenses during the year. However, the nature of estimation means that actual outcomes could differ from those

estimates.

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

The following judgements (apart from those involving estimates) have had the most significant effect on amounts
recognised in the financial statements:

The key judgements that have had the most significant effect on amounts recognised in the financial statements are in
relation to the level of provision held against stocks.

Significant accounting policies

Revenue recognition

Revenue is recognised when performance 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 measured as
the amount of consideration we expect to receive in exchange for transferring goods or providing services.
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. Revenue recogmtlon (contmued)

Sales and other taxes collected from customers are excluded from revenue. The nature of the equnpment valve and other
contracts into which the entity enters means that: . .

i. the contracts usually contain distinct performance obligations, each of which transfers control of the goods to the
customer. Where such distinct performance obligations are present, revenue is recognised on each element in
accordance with the policy on the sale of goods; and

ii. the service element of the contract is usually insignificant in relation to the total contract value and is often
provided on a short-term or one-off basis. Where this is the case, revenue is recognised when the service is
complete.

As a result of the above, the significant majority of the entity’s revenue is recognised on a sale of goods basis. The specific
methods used to recognise the different forms of revenue earned by the entity are set out below:

Sale of goods

Revenue from the sale of goods is recognised in the income statement net of returns, trade discounts and volume rebates
when control has been transferred to our customer.

No revenue is recognised where recovery of the consideration is not probable or there are significant uncertainties
regarding associated costs, or the possible return of goods. The amount of considered received and the revenue
recognised varies in line with discounts and promotions offered to our customers.

The timing of the transfer of control to our customer varies depending on the nature of the products sold and the individual
terms of the contract of sale. Sales made under internationally accepted trade terms, Incoterms 2020, are recognised as
revenue when the entity has completed the primary duties required to transfer control as defined by the International
Chamber of Commerce Official Rules for the Interpretation of Trade Terms. Sales made outside Incoterms 2020 are
generally recognised on delivery to the customer. In limited instances, a customer may request that the entity retains
physical possession of an asset for a period after control has been transferred to the customer. In these circumstances,
the entity provides this storage as a service to the customer and therefore revenue is recognised prior to delivery of the
asset.

Rendering of services

Revenue from the rendering of services is usually insignificant in relation to the total contract value and is generally
provided on a 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 at 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 to 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 installation unless they are incidental to the sale of the goods, in which case
they are recognised when the goods are sold.

Fixed assets and depreciation

Plant and equipment is stated at cost less accumulated depreciation and accumulated impairment losses. Cost comprises
the aggregate amount paid and the fair value of any other consideration given to acquire the asset and includes costs
directly attributable to making the asset capable of operating as intended. Borrowing costs directly attributable to assets
under construction and which meet the recognition criteria in IAS 23 are capitalised as part of the cost of that asset.

Depreciation is provided on all property, plant and equipment, other than land, on a straight-line basis over its expected
useful life as follows:

Leasehold land and buildings Period of lease
Plant and machinery 10 years
Fixtures, fittings and equipment 3-10years

10
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L (b) . --aned assets and depreclatlon (continued)- . . . c e e

-'The carrylng values of property, plant and-equipment are rewewed for impairment if events or changes in curcumstanoes .
indicate the camrying value may not be.recoverable, and are written down immediately to their recoverable amount. Useful-
lives and residual values are reviewed annually and where adjustments are required these are made prospectively.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss ansmg on the derecognition of the asset is included in the
income statement in the period of derecognition.

Assets in the course of construction are not depreciated until they are available to be used for their intended purpose.

(c) Intangible assets and amortisation

Intangible assets are initially recognised at cost and are then amortised on a straight-line basis over their estimated useful
lives as follows:

Software 3 years
Development costs 10 years
(d) Leases

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased asset is available
for use. Each lease payment is allocated between the liability and finance cost. The finance cost is charged to the income
statement over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the
liability for each period. The right-of-use asset is depreciated over the shorter of the asset's useful life and the lease 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 less any lease incentives receivable;

ii. variable lease payments that are based on an index or a rate;

iii. amounts expected to be payable by the Company under residual value guarantees;

iv. the exercise price of a purchase option if the Company is reasonably certain to exercise that option; and

v. payments of penalties for terminating the lease, if the lease term reflects the Company exercising that option.

The lease payments are discounted using the Company'’s incremental borrowing rate, being the rate that the Company
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 at cost comprising:

i the amount of the initial measurement of the lease liability;

ii. any lease payments made at or before the commencement date less any lease incentives received; and

iii. restoration costs.
Extension and termination options
In determining the lease term, management considers all facts and circumstances that create an economic incentive to
exercise an extension option, or not exercise a termination option. Extension options (or periods after termination options)
are.only included in the lease term if the lease is reasonably certain to be extended (or not terminated). .

There are no future cash outflows that the Company is potentially exposed to in relation to the measurement of lease
liabilities which have not been reflected.

Practical expedients applied

No practical expedient has been applied in relation to short term leases and low value assets and is not expected to be
used in subsequent periods.

11
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(h)

(i)

0

. Foreign Currencies --

'~ Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction or ét the contracted 'rate'if
" -.the transaction is covered by a forward foreign currency contract. Monetary assets and liabilities denominated in foreign

currencies are retranslated at the rate of exchange ruling at the balance sheet date or if appropriate at the forward contract
rate. All differences are taken to the profit and loss account.

Pensions

The Company participates in two group-wide pension schemes providing benefits based on final pensionable pay (defined
benefit schemes), which were closed to future accrual on 31 December 2010. As a result of a contractual arrangement,
the total net defined benefit obligation of these funds are now borne by IMI Kynoch Limited (a fellow IMI group company
and the parent company) and therefore in accordance with IAS19 ‘Employee Benefits’, no net defined benefit costs are

~recognised in the Company's financial statements. The Company also operates a defined contribution pension scheme.

Contributions are charged to the profit and loss account as they become payable in accordance with the rules of the
scheme.

Taxation

The charge or credit for taxation is based on the profit for the year and takes into account taxation deferred because of
timing differences between the treatment of certain items for taxation and accounting purposes.

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 tax assetis recognised
to the extent that it is probable that future taxable profit will be available against which the temporary difference can be

* utilised.

Stocks

Stocks are valued at the lower of cost or net realisable value. Provision is made where appropriate for obsolete, siow
moving and defective stocks.

Dividends on shares presented within shareholder’s funds

Dividends unpaid at the balance sheet date are only recognised as a liability at that date to the extent that they are
appropriately authorised and are no longer at the discretion of the Company. Unpaid dividends that do not meet these
criteria are disclosed in the notes to the financial statements.

Going concern

The Company's business activities, together with the factors likely to affect its future development and position, are set
out in the Business review and Principal risks and uncertainties sections of the Strategic Report.

The financial statements have been prepared on a going concern basis. The directors have prepared forecasts including
cash flow forecasts which are for a period of at least 12 months from the date of approval of these financial statements up
to and including April 2022. These demonstrate that the Company has sufficient headroom within its facilities to meet its
liabilities as they fall due.

" The Company participates in the IMI group’s centralised treasury arrangements and so shares banking arrangements with

its parent and fellow subsidiaries. The Company'’s financial forecasts, taking into consideration the current environment,
show that the Company is expected to remain profitable and generate positive cash flows, giving the Company the ability
to-continue to operate for the foreseeable future. Furthermore, the parent entity, IMI Kynoch Limited, has confirmed that
it will continue to provide financial support to the Company for a period of not less than 12 months from the date of approval
of these financial statements. As with any Company placing reliance on its parent for financial support, the directors
acknowledge that there can be no absolute certainty that this support will continue although, at the date of approval of
these financial statements, they have no reason to believe that it will not do so.
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' Gomg concern (contmued)

The dlrectors have considered the impact of the COVID- 19 crisis on ‘the Companys busmess operatnons and future
prospects. Business disruption, so far, has been reasonably modest as the Company is well diversified and maintains a
balanced portfolio of customers, with no single dependency. Immediate measures were taken to protect first and foremost -
the Group's workforce, communities and customers. Actions were deployed to ensure strict adherence to social distancing
measures and deep-cleaning protocols and these measures will be continued as needed to keep the workforce safe.
During this period of uncertainty, we continue to maintain a robust financial position.

Accordingly, the directors of the Company believe that it is appropriate to adopt the going concern basis in preparing the
financial statements.

Derivatives

The Company uses forward foreign currency contracts to reduce exposure to foreign exchange rates. Such derivative
financial instruments are initially recognised at cost and are subsequently fair valued at each balance sheet date.

The criteria for forward currency contracts are:

a) the instrument must be related to a firm foreign currency commitment;

b) it mustinvolve the same currency as the hedged item; and

¢) it must reduce the risk of foreign currency exchange movements on the Company’s operations.

On maturity any subsequent gains or losses are taken to the income statement.

13
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’ ‘ . ' 2020 © 2019
€000 B - €000 ‘
Sale of goods and services ‘ ‘ ' . 307,513 _ 359,023
Revenue recognised by geographical area is as follows:
2020 2019
€000 €000
UK i 30,676 38,127
Rest of Europe 228,468 247,611
Rest of World 48,369 73,285
307,513 359,023
4. Operating profit
Operating profit is stated after charging / (crediting):
2020 2019
€000 €000
Depreciation of Property, Plant and Equipment 591 632
Amortisation of intangible assets 2,234 2,337
Loss on disposal of intangible assets 306 -
Lease depreciation . 7 11
Foreign exchange (gains)/losses (653) 49

5. Auditor’s remuneration

The Company paid the following amounts to its auditors in respect of the audit of the financial statements and for other
services provided to the Company.

2020 2019
€000 €000
Audit of the financial statements - 20

14
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(@)  Staffcosts S © 2020 2019
’ ’ ‘ o €000 . €000
Wages and salaries - - - - . . ' '8,'229 ' 11,095
Social security costs ’ - 1,161 © 1,289
Pension costs : 327 501
Share based payments ' 945 1,640
' 10,662 . 14,525
The average monthly number of employees during the year was made up as follows:
2020 2019
Number Number
Leadership, management, sales and administration staff 86 120
(b) Directors’ remuneration
2020 2019
€000 €000
Directors’ remuneration 912 1,074
Pension contributions 35 36
947 1,110

The aggregate of emoluments and amounts receivable under long term incentive schemes of the highest paid director
was €347,000 (2019: €486,000), and the Company pension contributions of €nil (2019: €9,000) were made to the defined
contribution scheme on his behalf.

During 2020 €nil (2019: €35,000) was payable to a director as compensation for loss of office.

The total remuneration received by the directors reflects their services as directors of the company and fellow subsidiary
companies. The total remuneration cost retained within the Company is €329,000 (2019: €353,000), whilst the remainder
is recharged to other group companies.

Retirement benefits accruing to the following number of directors under:

Number
2020 _ 2019
Defined contribution schemes 3 3
Defined benefit schemes : 1 1
Two directors exercised share options during the year (2019: 2).
7. Interest payable and similar costs
) 2020 - 2019
€000 €000
Interest payable on bank loans and overdrafts 290 88
290 88

15
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(a} Tax charged in the income state;nentf ’ o T ' . . 2020 . 2019
’ : . : €000 €000

Current income tax: . :

UK Corporation tax - = o T 2458 - 3,627

Adjustments in respect of prior years ' : o 128 324

Total current income tax 2,583 3,951

Deferred tax

Origination and reversal of timing differences (75) 169

Adjustment in respect of prior years 35 22

Total deferred tax (40) 191

Tax expense in the income statement 2,543 4,142

(b) Reconciliation of the total tax charge
The tax charge recognised in the income statement for the year is different to the standard rate of corporation tax in the
UK of 19.00% (2019: 19.00%). The differences are reconciled below:

2020 2019

€000 €000
Profit on ordinary activities before tax 11,697 14,592
Profit on ordinary activities multiplied by standard rate of
corporation tax in the UK of 19.00% (2018: 19.00%) 2,222 2,772
Effects of rate change - (20)
Income not taxable and expenses not deductible for tax purposes (135) (15)
Overseas taxes 293 1,059
Adjustments in respect of prior years 163 346
Total tax charge 2,543 4,142

(c) Change in Corporation Tax rate

The rate of corporation tax in the UK for the 2020 calendar year was 19.0% (2019: 19.0%). In the Spring Budget of 2020,
the UK Government announced that from 1 April 2020 the UK corporation tax rate would remain at 19.0%, rather than
reducing to a rate of 17.0%, as had been previously substantively enacted. This new law was substantively enacted on
17 March 2020. UK deferred tax assets and liabilities have therefore been calculated using a rate of 19.0% (2019: 19.0%).

In the March 2021 budget, it was announced that the rate of UK corporation tax is to increase from 19.0% to 25.0% from
1 April 2023. This announcement occurred post the balance sheet date and is not substantively enacted. It is not
therefore reflected in these accounts.

(d) Deferred Taxes
The deferred tax included in the balance sheet is as follows:
2020 2019
€000 €000
Other temporary differences (36) (13)
Decelerated capital allowances (278) (341)
(314) (354)
Deferred tax liability at start of year (354) (163)
Deferred tax credit/(charge) in profit and loss account for year 40 (191)
Deferred tax liability at end of year : (314) (354)

Deferred tax is recognised on the basis that there will be sufficient profits within the Company in future years against
which the deferred tax asset can reverse.
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-9.-  Dividends-paid and proposed = < : i

" The aggregate amiount of dividends comprises:

Final dividends paid in respect of prior year but not recognlsed as

liabilities in that year

2020

€000

10,844

2019
€000

14,395

A final dividend has been proposed for the year of €8,467,000 (2019: €10,844,000) which, if recommended by the

directors and approved, will be paid in 2021. This amounts to a dividend per share of €21.17 (2019: €27.11).

10. Intangible assets

Cost

At 1 January 2020
Additions

Disposals

At 31 December 2020

Amortisation

At 1 January 2020

Amortisation charge for the year
Disposals

At 31 December 2020

Net book value at 31 December 2020

Net book value at 31 December 2019

Intangible assets amortisation is recorded in administrative expenses in the income statement.

1. Tangible fixed assets

Cost at:

1 January 2020
Additions

Disposals

31 December 2020

Depreciation at:
1 January 2020
" Charged in the year
Disposals
31 December 2020

Net book value at 31 December 2020

Net book value at 31 December 2019

Customer

Relationships Software Total
€000 €000 €000

5,000 29,749 34,749

157 157
(7,304) (7,304)

5,000 22,602 27,602

5,000 16,212 21,212

2,234 2,234
(6,998) (6,998)

5,000 11,448 16,448

- 11,154 11,154

- 13,537 13,5637

IT fixtures,
fittings, tools, Assets in the
equipment and course of

motor vehicles construction Total
€000 €000 €000

8,585 1,324 9,909

- 706 706
(3,268) (3,268)

5,317 2,030 7,347

7,944 - 7,944

591 591

(3,268) - (3,268)

5,267 - 5,267

50 2,030 2,080

641 1,324 1,965
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. 'Set'out below are the carrying amounts of right-of-use assets recognised and the movements during’théperibd: .

Plant and
equipment
€000
As at 1 January 2020 S . 9
.Depreciation expense (7)
As at 31 December 2020 2

Set out below are the carrying amounts of lease liabilities (included under interest-bearing loans and borrowings)
and the movements during the period:

Plant and
equipment
€000
As at 1 January 2020 10
Payments (8)
As at 31 December 2020 ’ 2
Current 2
The following are the amounts recognised in the income statement:
2020 2019
€000 €000
Depreciation expense of right-of-use assets (7 (11)
Interest expense on lease liabilities ' . - (1)
Total amount recognised in profit or loss (7) (12)
13.  Stock
2020 2019
€000 €000
Finished goods 19,610 17,791

The replacement cost of stocks is not materially different from the amounts shown above.

Inventories are stated after provisions for impairment of €2,690,000 (2019: €2,238,000).

18



- IMI PRECISION ENGINEERING LIMITED .

.+ -Registered:No: 01687068
- ‘Notes:te:the financial statements -

~for-the:yéarended 31 December. 2020 ) ..j B

“ioe 4, <Debtors

" Amounts due from parent undertakings
Amounts due from other group undertaklngs
Other debtors
Prepayments and accrued income

2020

2019

- €000 "1 €000 .
3,234 1,001
. 26,234 22,167
1,252 3,084
4,028 3,855
34,748 30,107

“Amounts due from IMI group undertakings are at arm's length terms and bear interest at LIBOR plus an appropriate
margin. Following a review of the historical collection of the amounts owed from group undertakings it has been concluded

that no provision is required to reflect the requirements of the economic credit loss mode! pursuant to IFRS 9.

15. Creditors: amounts falling due within one year

Bank overdraft

External trade creditors

Amounts owed to group undertakings
Dividend payable

Corporation tax

Other taxation and social security
Accruals and deferred income

2020 2019

€000 €000
4,768 15,560
6,635 5,223
29,310 25,716
10,844 -
2,162 2,568
575 660
2436 929
56,730 50,656

Amounts owed to IMI group undertaking's are at am's length terms and bear interest at the relevant LIBOR plus an

appropriate margin.

16. Share Capital

Authorised
Ordinary shares of £1 each

Allotted, called up and fully paid
At 1 January and 31 December

19

2020 2019 2020 2019
Number Number €000 €000
500,000 500,000 515 515
400,000 400,000 412 412
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- The Company purchases forward foreign éurrency contracts to hedge currericy.exbo‘s'ure on firm future commitmenits. The

fair-values of the derivatives held at the balance sheet date, determined by reference to their market values are as follows:

2020 2019
€000 i €000
Forward foreign currency contracts 228 77

The movement in the fair value of these derivatives between each balance sheet date is recognised in the income
statement. The gain in contracts to 2020 was €151,000 (2019: gain of €896,000).

Pension scheme

The Company participates in two group-wide pension schemes providing benefits based on final pensionable pay (defined
benefit scheme), which were closed to future accrual on 31 December 2010. As a result of a contractual arrangement, the
total net defined benefit obligation of these funds are now borne by IMI Kynoch Limited (a fellow IMI group company and
the parent company) and therefore in accordance with IAS19 ‘Employee Benefits’, no net defined benefit costs are
recognised in the Company’s financial statements. The Company also operates a defined contribution pension scheme.
Contributions are charged to the profit and loss account as they become payable in accordance with the rules of the
scheme.

The latest full actuarial valuations for the two group-wide defined benefit pension schemes was carried out on 31 March
2018 and was updated for IAS 19 purposes to the year end by a qualified independent actuary. At 31 December 2020 the
schemes surplus was €77.4m (2019: €56.5m). Full disclosure of the schemes is contained in the consolidated financial
statements of IMI plc.

The Company made contributions of €327,000 (2019: €501,000) to the IMI group’s defined contribution scheme.
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- Share-based payments - T A E PPt g S

The Company partmpates in the following IMI plc group share-based payment schemes

" IMI Sharesave Scheme (‘SAYE’)

This scheme is open to the majority of the IMI group ’s UK employees, including the IMI plc executlve dlrectors 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.

The IMI Incentive Plan (‘lIP’)
In light of the expiry in 2015 of the SMP, the IIP was introduced to act as the IMI group'’s sole senior executive long-term

. incentive plan. The IIP acts as an umbrella plan which allows the Company to grant different types of award to different

employee groups in an efficient way. The IIP 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 performance

conditions. The IIP will also be used annually to grant ‘Bonus Share Awards’ below board level. The IIP also gives the IMI
group the ability to grant ‘Restricted Stock Unit Awards’ and ‘Share Options’. It is currently intended that Restricted Stock
Unit Awards and share options will only be granted in response to specific business requirements.

The terms and conditions of the grants are as follows, whereby all options are settled by physical delivery of
shares:

Analysis of options granted

Employee SAYE options IMI Incentive Plan (1)
Weighted Number of
Number of average Normal options Normal
options granted option exercisable granted exercisable
(thousand) price date (thousand) date
IMI Incentive

IMI Sharesave Scheme Plan (1)
2017 87 1316¢ 2020-2023 2017 2 2019-2020
2018 50 1155¢c 2021-2024 2018 193 2020-2021
2019 90 1034c 2022-2025 2019 155 2021-2022
2020 24 1032c 2023-2026 2020 53 2022-2023

(1) These options were granted at an option price of €nil.

The following table illustrates the number of share options exercised during the year:
2020 2019

Number of Number of
options options
(thousand) (thousand)

Options not granted at nil cost - 52
Options granted at nil cost 114 11

The following table illustrates the number and range of option prices of share options outstanding at the end of the year:

2020 2019
Number of Range of Number of
options option options Range of
{thousand) prices (thousand) option prices
Options not granted at nii cost 206 1082c-1760c 222 1082c-1688c
Options granted at nil cost 221 - 455 -
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Share based payments {continued)

The weighted average share pnce at the date of exerciseé for the optlons exermsed durlng the year was €10.32 (2019

" €11.57).

The weighted average remaining contractual life of share opttons outstandlng at 31 December 2020 is 5.7 years (2019:
6.2 years).

The total expenses recognised for the year arising from share-based payments are as follows:

2020 2019
€000 €000
Equity settled share-based payment expense recognised in profit and loss 945 B 1,640

Contingent liabilities

There is a right of set off with the Company’s bankers relating to the balances of the Company, its parent and certain of
its fellow wholly owned United Kingdom undertakings with that bank. The Company's maximum liability is limited to the
extent of its current account cash balance.

Related party transactions

The Company has taken advantage of the exemption available under IAS24 ‘Related Party Transactions’ not 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 a member.

Ultimate parent company
The immediate parent undertaking is IMI Kynoch Limited which is registered in England and Wales.

The ultimate parent undertaking and the smallest and largest group to consolidate these financial statements is IMI plc.
Copies of the IMI plc consolidated financial statements can be obtained from:

The Company Secretary
IMI plc

Lakeside

Solihull Parkway
Birmingham Business Park
Birmingham B37 7XZ

Or at www.imiplc.com
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