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IMI

We are a specialist engineering company thct desngns,
manufactures and services highl - '

that control the precise move ; :
deliver great solutions that tackle the most demcmdmg i
challenges. We help some of the world's leading industrial
companies operate their processes safely, sustainabily,
and more productively.

We work as one big team but operate through three
divisions — IMI Precision Engineering, IMI| Critical
Engineering and IM| Hydronic Engineering — and employ
approximately 10,000 people in over 50 countries around
the world.

Fing out reor
wwwwimiple.cam

Our purpose

Qur purpose is our reason for being.
It's what motivates us all and
makes us proud to work for IMI.

Breakthrough

Engineering

for a better
e e ot world.

place throughout 2021, hence why some people
and locations can be scen using masks, and others
not. IMl remains fully committed to ensuring the
safety of its people and all visitors to its sites.

Front cover image

T, IMIPrecision Engineering -
| “~ i Farmington, USA
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T

Playing to win

A growth mindset that is innovative
and open to lcarning.

A mindset where the customer is at the
heart of everything we do.

Integrity

Leveraging IMI's diversity in every sense, Being true to who we are and doing the
whether this is the diversity of talent, right thing at all times.

knewledge ond experience that we

have with ocur people, or the diversity of

technologies, processes and end markets

across our businesses,

We deliver our sustainable,
customer-focused

selutions ever mindful of
our responsibilities to our
employees, cur suppliers,
our wider communities, and
the environment. We also
constantly reference and
reinforce IMI's core values
throughout our business,

R R
@ Turn to page 52




Group overview

Revenue by
division

Revenue by
geography

Gender mix across the Group™”

Female Femole%  Male Male %

Leadership
group

Al 3,269 29% 1964 7%
employees
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2021 highlights

Adjusted revenue’

2 £1,866m

Adjusted profit before tax’

2 f307m

Adjusted operating margin’

N 17.0%

Adjusted basic EPS’

2 92.0;

Statutory revenue

2 £1.866m

Statutory profit before tax

~ f245m

Statutory operating margin

N 13.4b%

Statutory basic EPS

» 73.5;

» Good progress towards sustainable, profitable growth
and Group adjusted operating margins of 18% - 20%

n 7% arganic sales growth, 18% organic adjusted operating

profit growth

» Increased organic revenves, adjusted profits and margins

in all three divisions

n Statutory operating profit increased 10%

» Statutory profit before tax increased 14%

» Growth Hub and Sprint Teoms delivered £23m orders,

with momentum building

» Adaptas acquisition completed in attractive

Life Sciences market

» ESG agenda gaining pace

» Accelerated benefits and complexity reduction from
restructuring supports margin improvement

POTE PEor gt mo adpastrent ot c2ughios rothe year
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l M | Precision
Engineering

IMI Precision Engineering specialises in
developing motion and fluid control
technologies for applications where
precision, speed and reliability are essential.

Operational review:
Turnto pags 58

' M Critical
Engineering
IMI Critical Engineering's highly specialised
vailves and actuators help control the flow
of stearn, gas and liquids in some of the
world's harshest environments. Our
engineered soluttons are designed to
withstand extreme temperatures and
pressures, as well as intensely abrasive or
corrosive cychical operations.

Operaticnal review.
Turn to page 40

s Hydronic
- € & Engineering

IM| Hydronic Engineering is a feading
global supplier of products and solutions
for HVAC systemns. We deliver optimal

and energy efficient heating and cocling
solutions to the residential and commercial
building sector.

Operational review.
Tum to page 42

Key brands

Nergren, Bimha, Buschjast, FAS, Herion, Kleehn,
Adaptas

Key brands

IMI Bopp & Reuther, IMI CCI, IMI Fluid Kinetics,
IMI NH, IM] Orton, [M] PBM, [MI Remnsa, IMi 5T1,
IMIL TH Jansen, IMI Truflo Italy, IM] Truflo Marine,
|MF Truflo Rona, IM| Z&J, IM| Zikesch, Maxseal

Key brands

IMI Pneumatex, IMI TA, IMI Flow Design,
IMI Heimeier, IM] Aere-Dynamiek

Revenue

o *836m

Revenue

v *691m

Revenue

o *339m

Adjusted operating profit’

- “149m

Adjusted operating profit’

- “125m

Adjusted operating profit’

A “68m

Statutory operating profit

Y. *100m

Statutory cperating profit

2 111m

Statutery operating profit

o~ “64m

Number of employees

5,400

Number of employees

2,900

Number of employees

1,800

53% 29% 18%

Revenue by Revenue by ¢ 1 Revenue by
geography geography geography
1 Europe 45% 1 Europe 25% 1 Europe 88%

2 Amrencas 37%
3 Asia Pacfic 18%
Middle East & Afrco 0%

2 Americas 28%
3 Asia Pacific 35%
4 Middle East & Africa 12%  ° H

2 Americos 8%
3 Asia Pacific 4%
Middle East & Africe 0%

2021 revenue by market

Industrial Automation
£413m

Precision Fluid OEM
£210m

Transportation
£213m

1 Industrial Autemot on 49% k|
2 Precision Flud OEM 25%
3 Trarspertation 26%

2021 revenue by market

Refining & Petrochemical
£213m

Fossil Power
£210m

Cil & Gas
£122m

Nuclear
£460m

Marine
£33m

Pharmaceutical
£12m

200000

-

Refining &
Petrockemical 31%

Fossil Power 30%
Ol & Gas 18%
Nuclear 8%

Manne 5%
Pharmaceutical 2%
Other 6%

e e N

2021 revenue by market

Balancing & Control
£159m

} Thermostatic Control
£106m

ty Pressurisation & Water Quality
¥ E61m

1 Balancing & Control 47% 3
2 Thermostatic Cortrol 31%

3 Pressurisatuion
& Water Quahty 18% 1

4 Qther 4%




Chair's

progress on
many fronts

2020 revealed the quality and
resilience of the IM| business.
2027 demonstrated how
culture and purpose can fuel
sustainable, profitable growth.
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Culture, values and
purpose

One key cbjective of IMI's strategy s ta
ensure that everyone in the crganisation
15 Included and actively participotes as
we pursue our unifying purpose:
{Breakthrough Engineering for a better
world]. So, it was encouraging when

the One Big Voice survey of employee
attitudes reflected high levels of
engagement in the business. For more
information on this, please see page 44.

In 2021, IM{ introduced a brand new
internal communications platform that
connects with ¢ll our employees The
knowledge-sharing, collaboration and
values-affirming actions that have
already been apparent through its rapid
and widespread adoption will support
further improvement in engagement.

Coronavirus, and other
challenges

The global economic recovery from
Coronavirus has brought new challenges.
Supply chain pressures have been apparent
across industry, and cost inflation has
reached levels not seen in decades. But the
impact of each has been largely mitigated
by IMI through astute procurement and
close relationships with customers. We
remain vigilant to the continued threat
from Coronavirus, maintaining our
pretective protocols across the globe,

Environmental, Social &
Governance (ESG)

In 2020, we set out our amkbitions for ESG
and how we are approaching a subject
that is of great importance tous all. In
this Annual Report, we show how we have
taken this forward, with more detail on
our chjectives For example, halving our
total CO, intensity by 2030 and continuing
to be a more Inclusive and diverse
employer. As we plan how we will meet
our ambitions, we have spent time this
year engaging with our stakeholders to
gauge their priortties. We have censidered
the sustainability of our product partfolio.
And we have evaluated the nsks and
opportunities posed by climate change

to see how we can drive most effectively
towards delivering a better world

Strategy

During the year, the company hosted
two Capital Markets Events, designed

to inform analysLls and investors of our
capabilities across the Group - with

o particular focus on what drives our
confidence in our ability to defiver
sustainable, profitable growth. As well as
describing the importance of our business
model and Growth Hub, the events
highlighted the shift in culture, which

has already started to delver results.

M&A

In December, IMI acquired Adaptas
Solutions (‘Adaptas’) - a US specialist
engineering business manufacturing
components and solutions for mass
spectrometry instruments. Adaptas
provides an attractive adjacency to

our existing Life Sciences business.

I'm delighted to add my welcome to the
team, as we lock forward to an exciting
future together. Additional commentary
on the transaction is in the Chief
Executive's review on page 12 of this
Annual Report - or on the IMI plc website,
imiplc.com.

Creating value — for all

As with all organisations, our stakeholders
fallinto many groups, each of them with
different expectations for cur business

- whether they be employees, investors,
cemmunities, customers or suppliers.
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 56 and 97 respectively.

The Board

During the year, Carl-Peter Forster retired
from the Board after nine years of service
and significant contnbution for which my
collecgues and | are greatly appreciative.
We were delighted to welcome Dr Ajat
Puri to the Board m March. Dr Pur brings
extensive experience in the food
manufacturing industry to IMIL

I'would like to thank all my colleagues
on the Beard for their comrmitment
and counsel throughout the year.

Dividend and balance
sheet

IMI enjoys strong cash-flows and
mantains a healthy balance sheet - even
after the recent acquisition. As economic
conditions improved in early 2021, the
Board decided to commence a share
buyback scheme, totalling £200m in

the full year. The buyback enabled us

to maintain strong but efficent finances,
without compromising our ability to
invest for growth — as evidenced by

our acquisition of Adoptas.

The Board is recommending a 2027 final
dividend of 15.8p per share (2020: 15.0p
per share). Payment will be made on 13
May 2022 to shareholders on the register
at the close of business on & April 2022,

People

In what has been another testing year,

Ml employees have remained dedicated
16 serving our customers while keeping
our sites and communities safe. On behalf
of the Board, 1 thank them all

Lord Smith of Kelvin
Chair
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A better world

solutions for their biggest problems.
Our deep engineering and applications
expertise accelerate value creation and
help our customers become safer, more
sustainable and more productive. We
are respected for the quality of what
we do and the care with which we do it.

[O IMI Precision Engineering —
;- Shanghai, China
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A better world

...for our people.

We build IMI to be a truly inclusive
organisation, where all our employees

can contribute and grow — connecting

as 'one big team' to solve some of the
world's largest industry and society
problems. We all share a strong set

of core values that guide how we T
think and act. We actively supportthe __§ ..
development of all our people and invest
where we see the biggest opportunities

to create a better world together.

[’OQ‘ IM| Precision Engineering ~
0 brwin, USA
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d A better world

...for our communities.
We focus our products, services:
so that our customers improve
to support their ambitions fo
world. We seek to continuousl
operations to minimise our.im;

ensure we always invest andie
make a positive difference.

V"O] IMI Critical Engineering —
L Pittshurgh, USA
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Chief Executive's Review

In 2021 we have made excellent
progress with our accelerated
growth strategy through
increasing customer intimacy,
market-led innovation and
reducing complexity.

The Growth Hub and Sprint Teams continue to

lead important cultural change, as well as increasing
orders. We also completed the acquisition of
Adaptas in the attractive Life Sciences market

and concluded a £200m share buyback pregramme.
In 2022, we expect further progress towards our
ambition of sustainable profitable growth and
Group margins of 18% to 20%.
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Results overview

During 2021 IMI delivered a strong
performance, benefitting from positve
market conditions within key business
segments including Industrial
Automation, Commercial Vehicle and
Construction. New products are playing
an increasing role in the Group's growth,
with our Growth Hub and Sprint Teams
well embedded across the Group.

Like most industrials, IMI has experienced
supply chain constraints for certain
components as well as increased inflation,
creating continuing pressure far the
sector and IMI. This pressure continues

to be well managed, minimising the
impact on service levels to our customers
and protecting our financial returns.

Strategic progress

IMt launched our purpose, [Breakthreugh
Engineering for a better world], in late
2019, and set out our strategy to
accelerate business performance and
drive sustainable, profitable growth by
solving acute customer problems at pace.
Qur strong financial performance reflects
the progress being made and the
engagement created with our employees.
The number of Growth Hub teams is
increasing, and many nitiatives are now
delivering tangible results. The shift in
culture necessory to deliver that Value
Tomorrow ambition has been swift

and effective.

The other key ambition of cur business
model - to deliver Value Today - has
helped improve returns across the
business through greater customer
intimacy, operational efficiency, and
complexity reduction, despite the
pressures and market volatilty of

the pandemic.

With the acquisition of Adaptas,

the Group has demeonstrated IMl's
commitment to using its balance sheet
to good effect by moving our business
further into the attractive Life Sciences
market, The completion of the £200m
share buyback was further confirmation
of IMl's desire tc maintain an efficient
balance sheet.

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

£m 2021 2027 Future
years’

Restructuring

charge

{incheding

impairment losses)

IM| Precision (36) 29 (35)

Engineering

IM( Critical (1) (13)

Engineering

IMI Hydronic 3) n

Engineering

Total ¢tharge (40) (43) (35)

Cash impact {33 (38) (62)

Benefits

IM| Precision 7 & 26

Engineering

IMI Critical 15 4

Engineering

IM| Hydromc 3 - 1

Engineering

Total benefits 25 10 27

" Future locling forecast informotion

All divisions advanced their programmes
which provided £25m of benefits in the
year, exceeding the earher reported target
of £22m. The projects are expected to run
until 2024. The Group will continue te seek
out and exacute projects to improve its
competitive advantage.

Investment
case

» Clear customer-focused
strategy delivering
[Brealcthrough Engineering
for o better world]. Solving
acute industry problerms with
market-leading expertise,
strong brands and the
best people

» Increasing exposure to
attractive global markets,
supported by our Growth
Hub programme and
targeted M&A

» Robust social and governance
policies, for a stronger, more
responsible and more inclusive
crganisation

» Differentiated environmental
profile — led by our customer
solutions that engble energy
efficiency, sustainability
and safety

» A clear business model
committed to delivering
sustainable value to all our
stakeholders, through Value
Today and Value Tomorrow
strategies and the increasing
use of digital capabilities

» Strong balance sheet offering
strategic flexibility alongside
disciplined financial objectives

Find cut more:
www.imiplc.com/investors/i mnt-case
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Chief Executive's Review

Environmental, Social &
Governance (ESG)

Cur purpcse, [Breakthrough Engineering
for o better world], continues to drive
our actions and create real energy across
our erganisation. Many of IMI's solutions
enhance the safety, sustainakility, and
productivity of our customers’ products
and operations, and often contribute
directly to the delivery of their carbon
reduction targets. When considering
investrments, we ensure the impact

on IMl's overall ESG ambitions is a

prime consideration,

1Ml sees a natural link between pursuing
our ESG objectives with vigour and our
wider ambitions for improved growth

and profitability. Many of cur best growth
ocpportunities are supporting customers
in developing solutions for a zero

carbon future

We continue to develop clear plans to
reduce the environmental impact of our
facilities and operations, and progressed
actiens in 2021 that will contribute to our
gool of halving cur CO, intensity by 2030.
We are alsc committed to be net zerc

by 2040.

Qur Inclusion and Diversity actwities are
helping us build a more dynamic and
innavative organisation. We launched

a Group-wide communications platform
In May that enables alf employees to
share activity and collaborate across the
Group. The platform is both accelerating
business intiatives by identifying and
leveraging previously untapped resource
and expertise, as well as supporting
IMI's core value of One Big Team.

Ensuring all cur employees feel sofe
at work 1s central to our strategy and
culture and we have a contmued focus
on identifying and reducing workplace
hazards. In 2021, we also introduced
the IMI HSE Excellence Framework —
an enhanced monagerment system
that assesses our HSE standards
against areas such as distributed
wiorkforce (field service), environment
{air, water, waste), leadership
engagement and risk assessment.

More information about our ESG
credentials and intiatives, Including
our policies and practices, can be found
orn our website: www.imiplc.com.

Coronavirus update

The protection of our employees, aur
operations and cur broader communities,
wherever in the world they may be,
remains an absolute priority. The
Coronavirus response team continues
to support employee welfare and help
mitigate disruption in our supply chains.
We continue to keep particularly close
to our customers, to suppert them as
they incur challenges brought on by

the pandemic.

People

In 2027, the commitment, mgenuity

and positive impact of our people across
the Group has been clear to see. I'd like
to offer my sincere congratulations to

all of our employees for another great
performance that we can all be proud of.

Outlook

Based on current market conditions we
expect 2022 full year adjusted EPS to
exceed 100p. This guidance includes the
full year impact of the completed £200m
share buyback on our average share
position (2022 forecast: 259m average
shares; 20271. 267m). Guance assumes
foreign exchange rates will create a
headwind of 1% on sales and profits.

Roy Twite
Chief Executive

Executive Committee

Roy Twite
Chief Executive

Tanie) Shook
Finance Director

Beth Farreira
Dwisional Managing Directer
IM! Prectsion Engineering

Jockis Hu
Dwisional Managing Director
IMI Critice| Engineering

Phil Ciifton
Drvisiong) Managing Director
IMI Hydranic Engineering

Liz Roze
Group Human
Resources Director

Louvise Waldek
Group General Counsel and
Company Secretary
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A purpose driven strategy

Who we are — Our ambition

IMI's purpose, [Breakthrough Engineering for a better world], is at the heart of everything we do, it is why we exist. We are
committed to achieving profitable growth on a sustainable long-term basis white creating a better world for everyone we engage
with — our customers, our employees, the communities we serve and operate in, and our shareholders.

Our Values are an important part of who we are, as they provide a culture and collective mindset for our entire organisation.
These Values — Customer intimacy, One big team, Piaying to win, and Integrity - underpin all that we do, and ensure we maintain
the foundations that hove enabled IMI's success throughout its 150-year heritage.

Where we play — Our priorities

We focus on serving those markets that have sustainable growth characteristics, and where our proven engineering expertise can
develop solutions for the most acute industry preblems. This provides us with a platform for long-term profitable growth as we
help our custamers became safer, mare sustainable, and more productive,

We target those fluid and motion control applications where our expertise is rmost valued. Within {MI Precision, this includes
Industrial Autemction, Transportation, Life Sciences and Process Industries. IMI Critical has an established leadership position

in the most severe process applications within the Power and Oil & Gas industries, which continues to generate a significant
aftermarket opportunity through parts, service, and upgrade solutions. Given the longer-term challenges in these markets,

IMI Critical is increasingly developing and growing its presence in markets with greater growth potential, including Naval Marine,
Pharmaceutical, ond the fost-developing Hydrogen econemy. Finally, IMi Hydronic has on established suite of products serving the
hydronic heating and cooling markets, enabling customers around the werld to improve energy efficiency and comfort in buildings,

Across all these chosen markets and applications, our products and services are increasingly incorporating digitally enhanced
solutions. These solutions often increase operational intelligence so customers can drive further productivity, or they enhance
IMI's connections with customers to imprave service levels and allow faster innavations for their most pressing issues.

How we win — Qur differentiators

The commeon thread which underpins IMI's success is its deep engineering knowledge and applications expertise, developed over
decades of supporting our customers and end markets. This has built a brand and market reputation position that our peers
cannot match. Cur customers trust IMI to support their most difficult fluid and motion processes, which has increasingly led to
developing full system solutions. This fully utilises our engineering expertise, builds even stranger connections with customers,
and increases opportunities for future sales inte the installed base.

We deliver 'Value Taday' by continuousty improving how we serve aur customers, nurturing fantastic relationships thet enhance
trust, and simplifying the way we organise and operate our business.

We create 'Value Tomorrow' by focusing our energy towards the greatest challenges our customers and society will face,
developing creative and innovotive solutions at pace. This inctudes growing and investing in our digital capabilities.

While continuing to serve and grow our well-established markets, IMI will toke our deep expertise into new markets, particularly
into those industries and applications that are helping to deliver a better and more sustainable world. Areas like hydrogen
production and distribution, personalised pharmaceuticals, and end of arm tooling autemation are just some examples where
our knowledge and expertise can accelerate an improved quality of life for us all. We fully believe this will enable IMI to deliver
an even greater positive contribution to society, build a more sustainable and profitable business, and fulfill our purpose:
{Breakthrough Engineering for a better world].
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Our purpose

[Breakthrough Engineering for o better world]

Qur business model
[

The Core

Engineering &
Value Applications

Expertise
Today Customer

satisfaction Talent

: \\A’ o

Improving returns Development Growth Hub

through greater Continuous & Employee
customer intimacy, improvement Engagement
reduced complexity

and continuous Environmental,
improvement Social &

Governance

Value
Tomorrow

Generating growth
through market-led
innovation

Qur values

&y " @

Custog Playing to win

Integrity

Maore on aur valung
Turn to page 52
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We deliver ‘Valye Today' by continuously improving
how we serve our customers, nurturing great
relationships thot enhance trust, and by simplifying

the way we organise and operate our business.

on IMI Critical Engineering -

Kobe, Japan
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Value Today

Helping warehouses meet
increasing demand

The need for more advanced warehouse
autormation has increased significantly
since the pandemic due to labour
shortages and additional complexity from
increased online cormmerce One global
technology customer brought their
challenge to us to improve the longevity
of the robots provided to their customer's
warehouse, to save cost and waste.

The product sorting robots travel
excessive distances at high speeds, often
shifting considerable weight in both cold
and ombient temperatures. The customer
required a moare durable and reliable
systern to handle the necessary speed
and quick direction changes

IMI| Precision’s design concept 1s based
on a standard pneurnatic actuation
piatform. We were able to meet the
tough performance requirements as
well as the customer’s size constraints.
Our product provides greater reliability
and reduces the waste and inefficiency
created by regularly replacing worn
out components.

Finameal S atements

Supporting farmers in
protecting the environment

The use of fertilisers is vital to productive
farming, but too much or too little use
can have consequences for crop yields
and the environment.

Standard spraying systems deliver a
constant stream of fertiliser which has
to be manually controlled, creating
inaccuracies and inefficiencies. Through
advances in GPS controlled systems,

a comprehensive map of the field can be
created and fertilisation needs precisely
calculated. Using our valve technology,
an accurate control of fertiliser flow can
be achieved at the exact points that
require more or less treatment. This helps
reduce overall usage, saving cost and
protecting the environment from excess
spraying, while reducing unnecessary
fuel consurnption and delivering higher
crop yields.

PLRICN
Loy

Cleaner air through
Commercial Vehicle
customer intimacy

The next steps in legislaticon for stricter
and broader pollutant controls (Euro 7/VII,
US 2027) are creating a number of
challenges for Commercial Vehicle
manufacturers who must further
optimise their engines to meet these
targets. IM| Precision Engineering have
worked with one of the largest truck
builders to develop o valve block to
provide precise control of the exhaust
gas systems, a key to meeting these
higher standards.

Through close customer intimacy built

up over decades, we have supported

the development of their engine control
strategy. Our customised solution,
created under our New Product
Development Ignite and Foresight
Programmes, integrates electronics

ond software into a new valve platform.
After several successful sample deliveries,
customer satisfaction s excellent, and we
are now targeting a global rollout across
other vehicle platforms.



Competitive upgrade
success story

A competitor valve installed at a chemical
plant was suffering internal leaking due
to a builld-up of deposits In the base unit.
To solve the problem, and reduce the
cost of continuous mantenance and
component replacements, IMI Critical
Engineering proposed using one of its
specifically engineered ball valves.

IMI Critical's solution required less
maintenance due to s cavity free

design, delivering better operability and
performance. The custorer uitimately
chose to replace the entire valve, rather
than just the internal components, as

our valve was clearly more suitabie for this
application. The customer was very happy
with the much improved outcome and the
technical expertise provided by the
enginearnng team.

EroSolve Wet Steam &
Metamorphic Trim

Clients in the energy industry have long
suffered from expensive valve failures
and operational problems from erosion
caused by the corrosive nature of their
processes. A specific customer, losing

over £2m annually through this issue,

had their problem solved by M| Criticol
Engineering's EroSolve Metamorphic Trirn,
the world's first self-cleaning vaive trm

of its kind.

Additionally, IMI Critical Engineering's
advanced EroSolve Wet Steaem valve

hos demonstrated 21 manths of leak-free
service, having replaced a bypass valve
that had leaks after just six months

of installation.

Our speciciist solutions succeeded in
saving clients time and money by
addressing their problem with innovative
design, erosion resistant materials, and
expert installation support and aftercare.

WM ple Annual Report & Accounts 2021

M Insyt

Industries all over the world need to
analyse their unique operationat set-up
and make decisions about valve suitability
and safety to avoid accidents, fatlures,
and leaks. ln response, IMI Critical
Engineering launched IMl Insyt, our first
Prescriptive Engineerng Serwce that
identifies potential mis-operation, design
flaws, and inadequate mantenance to
improve plant safety and performance.

Our new preventative analytical software
evaluotes plant operahons from top to
bottormn, using the wealth of expertise
from our highly qualified Valve Doctors®
They diagnose roct causes of system
problems, often preventing failures
before they occur
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Simphified footprint
crihances customoer service

By reducing operational complexity,

IMI Hydronic Engineering has enhanced
its customer responsiveness and maorket
competitiveness.

Previously, the division had six
manufacturing plants and three inventory
hubs Plant utilisation was below 60%,
and distribution was complex due to
processes that were not standardised.
Today distribution is centralised at a
single Polish facility and manufacturing
has been reorganised into five facilities
thot focus on specific elements of our
manufacturing processes.

As a result, plont utilisation and
flexibility has increased, operational
costs have reduced, and delivery times
have shortenad. Most importantly,
customer experience and service
levels have improved.

Sustainagble customer-
focused operations

To support our journey to zero carben
emissions ond enhance customer service,
IMI Hydronic Engineering is continuing

tc upgrade its Ljung-based Swedish
manufacturing focility.

Recent enhancements at the plant
include the installation of three new,
energy-efficient die-casting machines
with greater flexibility that enables
faster product changeover. A dedicoted
Customer & Innovation Centre
showcasing the division’s technologies
and full product range has also been
established. In collaboration with R&D
teoms across IMI, this facility will work
closely with customers to fully understand
their needs and quickly develop solutions
to key industry problems.

Effective collaboration
enhances customer offering

By operating as ‘one big team' and
capitalising on the diversity of talent,
knowledge and experience across our
businesses, we are expanding our offering
and creating new market opportunities.

IMI Hydronic Engineering and IMI Precisicn
Engineering are working together to offer
customers ‘integrated solutions’ using
technologies from both divisions. For
example, IMI Precision Engineering’s
market leading solenoid valves are now
an integral component within IM
Hydronic Engineering’s heating and
cooling control and shut off technologies.
This colluborative approach ensures we
rermain at the forefront of technical
innovation and continue to solve acute
industry problems, adding value for alt

our stakeholders,
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Value

Tomorrow

We create 'Value Tomorrow' by focusing our
energy towards the greatest challenges our
customers and society will face, developing
creative and innovative solutions at pace.
This includes growing and investing in our
digital capabilities.

‘ko IMI Precision Engineering -
|~ Bod Jeynhausen, Garmary

]
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Value Tomorrow

Adaptix

How do we save time, money ond space
lost through the machining of multiple
parts in the manufacturing process?

Traditional aluminium ’soft jaw’

parts are an important element of the
muachining process. They provide quality
and safety by holding objects securely
during machining.

For workshops that machine many
different part specifications every day,
creating and installing new soft jaws for
each new part adds cost and inefficient
downtime. Making and managing saft
jows is time consuming, and other
factors such as securing materials,
non-productive machine time, and
programming time, all add to the
complexity. Machine shops also need
lots of storage spoce to hold all their
soft jaws for potential future use.

{'Oﬁ‘ IMI Precisicn Engineering —
Irwin, USA

IMI Precision's revolutionary Adaptix
universal soft jaw solves this key
problem and delivers incredible and
measurable benefits to our customers.
Adaptix's pinch system is the first
universal jaw that adjusts to virtually
any part with pinpoint accuracy while
providing the force needed to hold it
sofely and securely.

As part of this launch, 1Ml Precision
Engineering is also deploying new digital
sales technigues that are reaching more
new customers and prospects through
nen-traditionat channels, including sociat
media and industry influencers.

TR R L S

» [MI Precision Engineering’s Adaptix
universal soft jaw saves time, cost
and space for manufacturers
machining parts.

» Adaptix will protect the environment
by reducing metal scrap, energy and
the need for raw materials.

» The new digital approach to sales
and marketing makes the purchasing
process simpler for customers and
is also driving global awareness
and excitement.
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Value Tomorrow

Hydrogen

How does an established industrial gas
provider identify and secure the essential
expertise required for o new liguid
hydrogen storage facility?

One of the world's Jargest provider's
of industriol gases is building the first
large-sized hydrogen liquefaction plant
in China. The largest of its kind in Asig,
the facility needed cryogenic vaives
thaot could handle liquid hydregen
termperatures of -253°C, which require
highly specialist materials and
sophisticated engineering expertise.
The client was facing the challenge of
finding a qualified and reliable vendor
for the job.

I O T M Criticol Engineering -
1 Piacenzo, itaty

IMt Critical Enginasane

with the team proposi f:
specifically enginegred cryogenic ball
valves. IMl's technology had already
been successfully deployed earlier into
hydrogen propulsion systems for space
travel. The solution met the strict
certification required by the local
regulatory body and importantly could
perform within specificotions during
liquid helium cryogenic testing at -269°C.

The client was delighted with the
solution and support, and subsequently
placed orders of this product to support
their growing venture into the hydrogen
market. The IMI Critical Engineering
team are excited to contribute to the
development of a greener and cleaner
energy landscape for the future.

» Animportant, and potentially large,
new market segment supporting the
global energy transition now underway,
benefitting frem proven know-how
previously adopted into a very
specialist, demanding application.

» As a key, enabling component within
an important sector, the opportunities
with other potential custorners and
other applications within this market
are significant.
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Value Tomorrow

Creating solutions through customer collaboration

Unolionos

How does an established business
like IM! Hydronic Engineering explore
longer-term opportunities efficiently
and effectively?

Customer collaboration, as olwaoys,

is key. The Growth Hub is focused on
driving faster, sustainable and profitable
growth at IML. As part of the Growth
Hub structure, Foresight teams have
been established across the Group te
take a 'longer’ view of potential market
developments and opportunities,
anticipoting where IMI may add the
greatest value for our stokeholders.

These Foresight teams are tasked with
being open minded and ambitious as
they thoroughly investigate emerging
trends and identify where an evolving
industry is most likely to face challenges
that iMI can help resotve - and scole.
This is a significant change compared
with the past when much of the focus
was more near-term. This new approach
actively encourages free-thinking and

"Oj iMI Hydronic Engineering -
I\, i Ljung, Sweden

the embodiment of a growth mindset,
recegnising that the threats,
opportunities — and disruptors - of today
may well be unrecognisable in the future,
Markets will certainly change and IM|'s
success will be determined by how well
we support customers as their

industries devetop.

To ropidly ossess the technical and
commercial feasibility of such solutions,
one of IMI Hydronic Engineering's
Foresight teams proposed the
establishment of a customer-focused
living lab’ dedicated to championing
market-led innovotion, and out-of-the-
box thinking.

Within this unique innovation centre,
which is housed at the division's faciiity
in Sweden, IMI Hydronic Engineering

and its customers work together to
better understand the toughest heating,
ventilation and air conditiening (HVAC)
challenges. Potential solutions are then
rapidly brought to life using experimentaol
cancepts which are tested and further
developed based on customer feedback,

s
.

Key benefits

» The lab has dedicated R&D and
machining specialists. To ensure the
journey from concept to commercial
product is accelerated.

» The lab's location, within the
facility's development and production
aperations gives customers full visibility
of all stages of the process, including
the division’s modern and sustainable
production,

» The dedicated experimental space
dlso provides opportunities to build
and develop relationships across
the broader innovation ecosystem,
including universities, research
institutes and other venture partners.




£
n
R
<

[}
€
w

Corporate Governance

L R AT AT, s oLt Ll

S S o ot AR




M ple Annual Report & Accounts 2021

[Hydrogen.Ready |

The mission to significantly reduce carbon emissions globally,
underpinned by regulatory pressures, is creatmg an exciting
and fast-paced hydrogen economy. | 240 ,scole hydrogen

proddction, distribution, and apphc
_indystries is yell ynderway.

At IMI, we're already working with engineers, consultants, and
R&D teams in some of the world's biggest companies to help
solve the challenges of today to build the hydrogen economy
of tomorrow. Our approach to solving customer problems,
and our heritage of being a trusted partner for 150 years,
means we are well placed to help navigate the complexity

in the move towards a carbon emission free future.
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Transformative solutions

Across our divisions and across every
stage of the hydrogen value chain, we're
developing the transformative solutions
our customers need. Our Breakthrough
Engineering means we can offer bespoke
hydrogen ready solutions used in water
electrolysis, hydrogen storage and
pipeline transportation. Our proven
expertise is olready seeing our innovative
components used in refuelling
infrastructure and mobility use cases,
including fuel cell technology for the
Commercial Vehicle market. Our
sustainable solutions are additionally
ready to support the HVAC industry as

it tronsitions to ¢ low carbon future,

IMIl in action

Hydrogen refuelling - high pressure
solutions for hydrogen
infrastructure

IMI Precision offers an extensive range
of high-quality components and
complete system solutions to tackle the
biggest challenges currently facing
hydrogen infrastructure development.

IMI Precision's hydrogen portfolio
includes a complete range of fluid and
process control components specifically
designed with hydrogen in mind. Suitable
for storage, compression and dispensing
applications, our products are designed
to provide leading performance and
maximum safety for pressures up to
1050 bar. We help to reduce complexity,
simplify assembly and improve safety

in hydrogen stations.

Hydrogen fuel cells

Hydrogen is set to play an increasing

role in helping the Commercial Vehicle
industry address its environmental
ambitions, particularly achieving net
reductions in CO, emissions within heavy
duty trucks and buses. The developments
of hydrogen fuel cell technelogy and
performance will offer a pathway to
deliver zero emission vehicles successfully
going forward.

We help increase efficiency, manage
temperatures, and control the air supply
to fuel cells for optimal performance.

With over 35 years’ experience
partnering with global Commercial
Vehicle and Rail manufacturers, IM[
Precision has a long history of working
closely with customers to develop
solutions which solve their most acute
problems. We provide Breakthrough
Engineering solutions for transportation
applications that deliver improved
efficiency and safety.

Hydrogen production

IMI Critical Engineering’s control and
isolation valve solutions cover the entire
process including hydrogen production,
storage, transportation, and utilisation,
We are committed to using our
engineering heritage, technical expertise,
spirit of innovation, and industry
understanding to make a positive
contribution to unearthing the carbon
reduction solutions the world needs.

Qur exploration in this field currently
includes improving the efficiency of
electrolysis and exploring carbon capture
and utilisation. We are also investigating
how to store and transport hydrogen
effectively and safely with different
carrier technologies.
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ESGis asmall ucronym fo

such enormity. However, we w

increased scrutiny this subje

it resonates with our Better World purpose
across all our businesses. In this section

we illustrate how our behaviouris driven
by ESG considerations and principles and !
our ambition to deliver a better world.

J:O] wi anu:n Engineering -
Fulineux, Swntzerland

e
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Doing the right thing, the right way
Inherent in our purpose is creating o
better world for our customers, our
communities and society. It permeates
all that we do. We are mindful of the
impact of our operations and our
products and we care about our people
and our external relationships. This
inspires us to strive for a future that

is more sustainable, inclusive

and responsible.

‘Ourwider
responsibilities .

Better World team

The Better World team co-ordinates
the Group's approach to ESG with
particular focus on these areas: our
carbon footprint, our products, our
policies and governance and our people.

=3

- Governance - . -
.. Ourethical
“standards -
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Road to net zero

We recognise the importance of taking strong action

to tackle climate change and have worked with the

global environmental consultancy, Ricardo, through 2021
to understand more clearly our emissions profile and
define o roadmap that is consistent with the level of
decarbonisation required to keep global temperature
increase to 1.5°C compared to pre-industrial temperatures.

Baseline Emissions in the Decarbonisation

To set meaningful targets and focus value ¢ hain =ians

on the most impactful decarbonisation
measures, we conducted a thorough We have estimated Scope 3 emissions We have undertaken a consultation

analysis of our emissions using the year using the industry standard GHG exercise with sites to develop detailed
2019 as g baseline - the latest year of Protocol's Scope 3 Evaluator Teol. site-specific decarbonisation plans
This exercise allowed us to identify that are realistic, achievable and
major sources of Scope 3 emissions implementable. These plans lgy

and understand their relative scale out a roadmap showing how

tn 2022, we will engoge with supphers decorbomsation targets will be met
and set a strategy for reduction of

Scope 3 emissions.

complete data with 'uscal business
operations. We are first focusing on
areas thot we can directly influence
(Scope 1 & 2 emissions).

Qur commitment...

Whnat do we mean by Scoepe 1, 2 and 3 expiained

o, - - . - N
totol L antensity ? » Scope 1emissions include direct emissions from company-owned and controlled

resources. This includes enussions from maebile combustion such as vehicles that we
own which burn fuel and emissions from our industrial processes in manufacturing
our products.

Qur total CO; intensity is our total

equivalent CO; emissions (based

on Scope 1 & 2} per 1,000 hours

worked by our employees. » Scope 2 emissions are indirect ermissions from the consurmption of purchased
electricity, steam, heat and cocling

» Scope 3 emissions are afl indirect ermussions not included in Scope 2 that occur in
our vatue chain. For example, the emissions generated by our suppliers in producing
the raw materials we purchase,
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Reducing emissions

We have set a target of halving our
total CO; intensity (based on Scope
& 2 emussions} by 2030 from a 2019
baseline {20719 emission intensity was
2.78 tCOqe per 1,000 hours worked).
This is in line with the level of amition
required by the Paris Agreement. In
addition, our investment in developing
sustainable preducts and sclutions
continues to align to our Better

World strategy.

OQur ambition...

Measure progress

We will monitor progress regularky
and report on progress annually,
allowing the Group to take advantage
of technological improverments and

to adjust targets and mitigation
measures accordingly.

Governance

We have established a clear structure
of responsibilities and accountabilities
to deliver our Better World strategy.

What do we mecn by net zero?

By 2040 we will have reduced all possible emissions across our operations and balanced remaining emissions to reach net zero.
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Our ESG journey and future ambitions

On pages 40 to 53 we describe what Environmental, Social & Governance means
to IMI and how we approach key aspects of our ESG agenda. We are focused on
doing business in the right and responsibie way. We seek to minimise or eliminate

any negative impact our businesses may have on our communities, cur wider
stakeholders, and on the environment. We help our customers solve problems ;
to improve energy efficiency, reduce harmful emissions — and drive sustainability,
[Breakthrough Engineering for a better world].

Dur ESG framework

During 2021, we reviewed and confirmed

B Chief Executiv _— Tc ESGi
what matters to M|, and where we oard e Communicating CZ:;;;::E 4 o5 ;Zi:‘:is;i
believe we can have a positive impact. ESG non-executive sponsor strategy through 00 0% purpose, strategy
We also refreshed our approach to the organisotion  ng opbjectives
ESG, so that we may achieve our _ - A —
Frectival Execwtive Executive ESG sponsor To set direction and ESG
purpose, & 4 Divisi . " focus areas refevant to IMI
. ivisional Managing Directors
» Led by the Chair and the Chief To oversee ESG initiatives
Executive, there is Board level Sgi’hzf;:dfd"egufdr updates .
commitment to develop a strategy °
covering how we best deliver Better Head of Sustuinability A cross-divisionol and
[Breakthrough Engineering for a better World functional team, co-
waorld] and how we report on our team M Precision divisional champion ordinating ESG initiatives
progress — for all our stakeholders \e . acrass the Group
' 'Ml Crivical divisional chamgpion Responsible far
» Thomas Thune Andersen was “ tronic db Lol £ recommending ESG
appeinted os the non-executive director AMEFyseanss dhsigne fstrt?:et_;y, c:evelor:mtg plansd
- oFf Its iImprementation, an
respons_rble for ESG matters at IMI. ‘ Head of Health, Safety & establishing structures,
As Chair of @rsted, a company voted in Environment measures and validation
Corporate Knights as the world's most Head of Investor Relations plans that deliver to Group
sustainable, his experience 1s significant Head of Risk ;ﬂrgedt& ‘?E’ﬂne‘i_"eports to
and re‘evc’nt. oard arn Xecutive
Head of Engugement & Developing external and
» The Board set ESG priorities, the Communications v internal communication plans
Executive Committee is fully engaged Head of Inclusion & Diversity Communication " Paraliel to the above
with ESG ratters and Louise Waldek, Head of Global Wellbeing of activitiesand ~ Managing IMI's relationships
Group General Counsel & Company initiatives with external consuttants

Secretary acts as the IMl Executive
sponsor for the Better World team.

QOur Head of Sustainability leads the
Better World team which is composed
of senior representation from around
the business, each with a different
perspective and expertise in ESG issues.

and agencies

How we approach ESG

Acrass the Group we apergte both a ‘top down and bottom up’ approach to the

ESG agenda, as illustrated above. This aliows the Board and the Executive Committee
to actively reviewr and assess ESG strategy and activities. It also ensures thot ESG
progress and initiatives are managed at multiple levels and that key ESG information
is communicated effectively across the Group.
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[eEadiad N bl i)
LATLE RTOQUess in G2 Market analysts. Desk-based reviews, mcluding megatrend
analysis, peer reperting, stondards and policy reviews. These

helped us understand the key 1ssues for now end the future.

To dentify and prioritise sustainability 1ssues across our value
chain we carried out a formal matenality assessment of
ESG facteors based on the importance to our business and
stakeholders. We will use the findings to hetp inform our
Better World strategy and to deterrmine which issues to
target and report on going forward. Te do this we
implemented a four-step process:

Stakeholder engogement. Our process included internal and
external views on our impact for now and the future. The
engagement was used to rank issues in order of importance

» This comprehensive process involved feedback from
institutional investors and a number of customers.

» We collected feedback from senior leaders across all three
divsions as part of a Group-wide engagement process,
utilising cne-to-one and workshop formats,

Identifying and plotting 39 1ssue areas across multiple
dimensions of importance to stakeholders and
business success

Prioritising and grouping the issue areas into an
ESG framework.

Achievements since 2019

Targets

Achievements

Targets

Qur emissions Total CO; intensity To reduce emission intensity Employee Employee engagement has  Employee engagement scare to
(Scope1&2) reduction of 17% from to 1.39tCO;e per 1,000 engagement incregsed to 80% from 73%  be >75%

2.78tC0Oz in 2019 to hours worked (50% of 2019 in 2020 - employees see IM|

2.30tC0Oe per 1,000 buaseline) by 2030 as a great place to work

hours worked ——

Employee Establishing a global Development of this will continue

Absolute COze emissions To be net zero for Scope 1 & wellbeing wellbeing fromawork throughout 2022

reduction of 23% from 2 emissions by 2040. A Scope - .-

57,500t (in 2019 te 3 plan will be developed in Diversity 38% female representation  To continue to meet or exceed

46,130t 2022 on IMI Board the FTSE Women Leaders target

43% female representation
on Executive Committee

One non-white Board
member

One non-white Executive
Committee member

of »33% female representation
on our Board and Executive
Committee

To continue to meet or exceed
the Parker Review for at least
one non-white Board member

To continue to operate a diverse
Executive Committee

" » As destribéd inthe Em

World purpose and strategy, we have develoﬁed two cliriata-reldted met
to assess risks-and opportumtres These arer -

- our totol CO; intensity (tonnes of COze per 1 ODO hours warked) and .

- ubsoltfte COse emissions.

» Puge 42 explains and destribes our Scope i, Scope 2 cﬁd Scope 3
(for business trovel only) and page 72 explcuns the related risks.

»The tebles above highlight the clirfiate-refted achievernents in 2021 and )
. future targets, Page 42 highlights otr'dhgoing commitrnient to reduting €
emissions, withan ondlysis of the méthodolog!es Used and eelculations for

' sceﬁ&nomassurﬁes mplementation
-'Page»73 hvghlights How

15°C whriring

o risks undopportMes ‘
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To strengthen reporting and improve stakeholder
commumications, it is important to provide comparable

and meaningful ESG data and informatien, aligned with
internationally recognised standards and disclosures. As such,
we are committed to developing a robust and transparent ESG
reporting framework, building on our strong foundations. Early
in 2021, we undertook a reporting gap analysis to understand
what data is currently being captured and reported, and this
will be mapped against what 1s deemed to be best-in-closs.
We conducted a peer review to inform how leading orgonisations
from various sectors are reporting ogoinst ESG. We also
conducted o review of the criteria within leading sustainability
reporting standards.

Global Reporting Initiative (GRI)

To strengthen reporting and give a greater tevel of transparency,
we have decided to utilise the GRI standard for future reporting.
In the coming year we will develop a framework to capture the
required data across the vartous ESG categories to align with
the GRI standard. We will also continue to use the Carbon
Disclosure Project (CDP) te report Greenhouse Gos (GHG)
ermissions as well as water security which we disclesed for

the first time in 2021. As detailed on page 72, we have also
vndertaken climate scenario analysis to support our

TCFD disclosure.

We will adopt the GRI standards. We fully appreciate the
importance and data required to provide robust and transparent
reporting, and will work towards developing a full 'in accordance’
report. We will start, in 2022, to disclese material 1ssues that

are most important to cur stakeholders as identified by the
materiality assessment, described on page 37 of this Annual
Report. We will continue to invest in systems and processes

to help us with our reporting requirements in this key area.

M| Precision Engineering = |

H

| lrwin, USA e e
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Proguct Portfolic Assessment

With increasing focus on sustainability there Is o need for
organisations to fully understand and improve the environmental
and social impacts of therr products and broader services.

We will continue to focus on the sustainability impact of our
products to guide decisions concerning their development, whilst
alse working to increase our understanding of their sustainability
impact. Worlang with Ricardo, we hove storted £o ussess our
product portfolios evaluating sustainability ot different stages
aof the product tife cycle (materials and design, production

and eonsumer use). The assessment will enable us to steer

our portfolio towards an improved sustainability impact for

our custormers’ markets and operations. It will also help capture
risks and opportunities related to the products i our portfolio.
The insight will help shape our offering and steer us towards a
higher proportion of sustainable products and highlight products
that are of future concern, either because of their raw raterial
inputs or gpplication and end of life costs.

Deeper insight: Life Cycle Assessment (LCA)

‘We have developed the assessment process to consider the

full life cycle of the products, which enables iInnovations to be
identified from cradie to grove. M Critical Engineering 1s utilising
LCA methodology to understand and quantify the sustoinability
benefits of one of its key products ~ Retrofit30.

RETRSGFIT .
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Delivering a better world

Our people are tasked with identifying and solving significant industry problems in attractive markets such that our businesses are
best placed to deliver our purpose: [Breakthrough Engineering for a better world]. Together with continued investment in innovation
and great customer service, these projects will contribute towards our sustainable, profitable growth objectives. A selection of these
projects are presented below, aleng with their respective links to the United Nations Sustainable Development Goals (UN SDGs),
with which they can most appropriately be compared.

i 4

IMI Precision

iMI Critical

Automation

Transportation

Life Sciences

Hydrogen

Warehouse and
factory automation
solulions improving
warker safety and
increasing energy
efficiency

Solutions that help
Truck OEMs improve
emissions and enable
a shift to alternative
powertrains

Flow control
components for life
sciences devices
improving healthcare
for all

Flow control solutions
for hydrogen as

an enabler of the
transition to

net zero

G AFH T
gl Ty L S

© LinktoUN'SDGs =
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Oil & Gas

Hydrogen

Carbon capture,
utilisation
and storage

Solutions to reduce
naise pollution and
emissions, and hence
increase the wellbeing
of communities living
close to industrial
process plants,

and reduce global
emissions

Flow control solutions
which support the
use of hydrogen as
on alternative fuel for
industrial applications

Solutions to help
reduce the carbon
footprint in industrial
applications

1

LT
wiem

LT
aTrs

Climate within
buildings

Building services

Solutions to improve
the energy used in
heating and cooling
buildings in which we
live and work

Solutions which help
reduce the carbon
footprint of buildings
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Cnvironmental = © %
Our sustaingble approach

%

rProgress in 2021:

» Total CO; intensity reduction of
2.78 tCOe in 2019 to 2.30 tCO,e

» Absolute CO,e emissions reductign
of 23% from 57,500t (in 2019) to 44,130t.

[O] iMI Pracision Engingering —
Farmington, UISA
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Reducing our impact

A better world encompasses living and
working n an environment that is clean,
safe and sustainable. At IM| we are
intent on reducing the impact on the
environment of both our operations and

the solutions we create for our customers.

This starts with minimising the impact

on the environment across cur
manufacturing sites by reducing energy,
water use, poliution, waste and single

use plastics. We have set a goal of halving
our total COs intensity by 2030 (based
upon 2019 Scope 1 & Scope 2 emissions).
We monitor and report our environmental
performance at monthly Executive
Committee meetings, to ensure every
site is advancing actions to deliver this
reduction target.

In 2021, using the industry standard GHG
Protocol’s Scope 3 Evaluator Tool, we
estimated our Scope 3 emissions. This
exercise allowed us to identify major
sources of Scope 3 emissions and
understand their relative scale. In 2022,
we will engage with suppliers and plan for
how we will reduce our Scope 3 emissions.

Embracing the highest
standards

We hold ourselves to the highest
standards.

To underpin our commitment to reduce
our environmental impact, 22 of our
50 (44%) manufacturing facilities are
certified to 1SO 14001 Environmental
Management and three are certified
to 150 50001 Energy Management
standards.

At a Group level we have an established
cross-divisional environmental committee.
All divisions now have a dedicated ESG
lead or working group, and all of our
manufacturing sites have a nominated
environmental champion. This approach
allows workmg groups to develop and
share best practice easily across the
orgaonisaticn, and to collate the site

and divisional project plans and monitor
progress. Progress is reported to and
monitored by the Better World Team
which routinely reports to the Executive
Committee and the Board.

In 2021, there were over 400
environmental initiatives undertaken
acress the Group. These range from
quick wins such as ‘switch of f' campaigns
to significant capital investments such

as installing photovoltaic panels at our
IMI Hydronic manufactuning facility

in Germany.

Cur new internal communication
plotform includes a designated 'Better
World' group where all 10,000 employees
ran share their ideas for reducing our
environmental impact. And we mark

key calendar dates such as World
Environment Day te raise awareness

on what more can be done to accelerate
our better world ambitions,

We have also developed an environmental
checklist that will be included in our
Health, Safety and Environmental
excellence framework audits.

We are currently building two new facilities for our IMI Critical Engineering business -
IMI Trufle Marire in the UK and IMI Remesa, in Sardinia ~ both of which embrace the
latest environmental technologies and have been designed in accordance with the
local sustainable codes of practise (for example BREEAM in the UK).

This includes the installation of photovoltaic cells, efficient heating and ceoling
systems, intelligent LED lighting systems, point of use energy metering linked to
building management control systems, electric vehicle charging points, efficient
compressed air systems and process water reclamation.

IMI Trufic Marine has also implemented an employee transport plan to encourage the
use of the public transport network, cor sharing and use of the cycling network with
an dim to reduce the number of single occupancy car journeys.
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Environmental, Social & Governance

Promises made,
promises kept

Since 2016 we have reduced our CO»
emissions i line with our continuous
Irmprovement culture and investment in
our operations, We continue to keep our
promuise to halve total emissions by 2030.

We continue to suppert and disciose to
the Carboen Disclosure Project (CDP) which
outlines our risk management approach

to climate change and cur emissions
performance. As part of the 2021 exercise
along with climate change, we also
undertock the water security disclosure.
Our 2021 CDP score for climate change
disclosure improved by 2 grading levels.

The adjacent table and supporting narrative
summarise the Streamlined Energy and
Carbon Reporting (SECR} disclosure in

line with the requirements for a quoted
company, as per The Compantes {Directors'
Report) and Limited Liability Partnerships
(Energy and Carbon Report)} Regulations
2018. 2021 is our second year of disclosure
and includes the prior vear data as a
comparison. Projects and resources that
are contributing to our reduction in
ernissions are summarised on page 41

iethodoiogy

The stated greenhouse gas emissions
estimates have been calculated to cover
all material sources of emissions from the
operations for which 1M} pic 1s responsible.
The methodology used was that of the
Greenhouse Gas Protocol: A Corporate
Accounting and Reporting Standard
(revised edition, 2015). Responsibility for
emissicns sources was determined using
the operotional control approach. All
emissions sources required under The
Companies (Directors’ Report) and Limited
Liabitity Partnerships (Energy and Carbon
Report) Regulations 2018 are included.

The scope of emissions covers the
following sources:

» Scope 1- emissions from the use of
natural gas, diesel, fuel oil, petrol and
hquified petroleum gas, and combined
heat and power (CHP),

» Scope 2 - emissions covers emission
from the purchase of electricity; and

» Scope 3 - emissions from business travel
in employee-owned or company vehicles.

The UL 360 Sustainability Software GHG
{Greenhouse Gas) emssion tool was used
to calculate and conselidate the Scope 1
and Scope 2 emissions adopting o
tocation-based approach. The tool used
the following conversion factors:

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

Current reporting year Pravious reporting year
1Janvary 2021 - 1 Janvary 2020 -
31 December 2021 31 December 2020
Location UK Global UK Global
Scope 1 and Scope 2
Emissions - tCOze
Scope 1 - Natural Gas Usage 768 8,784
Scope 1 - Diesel Usoge 83 2545
Scope 1 - Fuel Ol Usage ’ 0 743 -
7 Scope 1 -Betrorlr Usdg; B - ¢} 553 T T - B
Scope 1 - Liquefied Petroleom Gas Usage s -
Scope 1 - Combined Heat and Power Usaée 8] 20
Scope 1 -Total 857 12,958 840 12,4465
Seope 2 - Locaton-bosed 177¢ 31172 1918 33.033
Total (Scopes 1, and 2} 2,627 44,130 2,758 45,498
Consumption - kWh
Scope 1 - Total 4,548,860 &4.917,809 4,023,632 61,951,252
Scope 2 - Total 8,339,185 106,856,592 8,227,092 103,870,105
Total {Scopes Land 2) 12,868,045 171774600 12,650,724 145,821,357
Hours Worked 1862,769 19176514 1.938483 18811012
Intensity ratio: tCO,e (gross Scope 1 and 2) 141 230 142 242
per 1,000 hours worked
Stopesl,2and 3
Emissions - tCO:¢
Scope 3 - Car Trave! 76 567 82 460
Total (Scopes 1, 2and 3) N 2703 44,697 2,840 45,958
Consumption - kWh
Scope 3 - Total 308.801 2302967 331,441 1857021
Total (Scopes 1, 2and 3) 13,196,846 174,077,368 12,982,145  167,678378
Intensity ratio. tCQO,e (gross Scope 1,2 + 3} 145 233 lab 244
per 1,000 hours worked
» Scope 2 - UK Government's GHG Of the 2021 totat:

Conversicn Factors are used for UK sites
and the International Energy Agency's
conversion factors are used for non UK
sites. For 2022, our ambition is to adopt a
market-based appreach te our reporting
alongside the location-based approach.

Qur currently reported Scope 3 emissions
were calculated by converting mileage
inte emissions using the UK Government's
GHG Conversion Factors for Company
Reporting 2021,

We are working to deliver a strategy

for identifying and reducing our Scape 3
ernissions and this will be a key focus area
for 2022.

Scope 3 emussions currently only reflect
business travel in company cars or
employee-owned vehicles.

Qur carbon reporting statistics
demonstrate that our recent
perfermaonce of tCOze has continued

to improve particularly considering cur
offices opened up during 2021 following
the prolonged closure of many sites
during 2020. On a like for like basis, we
continued our progress to keep emissions
at or below 2019 levels for 2021,

» our direct Scope 1emissions of tCO,e
(essertially gas, diesel ond fuel ol
consumed) amounted to 12,958 tonnes;
and

» our indirect Scope 2 emissions of tCO,e
{essentially the emissions generated an our
behalf to provide our electricity) amounted
to 31172 tonnes.

The total (Scepe 1and Scope 2)
represents a 23% reduction compared
to 2019.

We report the intensity metric of gross
tCO.e per 1,000 hours worked as a unit
of camparisan to reflect our operational
performance compared to carbon output
as we feel this provides a more reflective
measure of factory volumes and as a
result carbon intensity. Qur 2021 intensity
ratio based on Scope 14 2 ermissions is
2.3C 1COye per 1,000 hours worked.

This compares to our 2079 baseline of
2.781tC0O.e per 1,000 hours worked.

We are on track to achieve our target of
1.39 tCO.e per 1000 hours worked (50%
of the 2079 buseline intensity) by 2030
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» Met the Parker Review f non-white
representation on our Boa rd three
years early for FTSE250

» Reduction in total recordable
incidence frequency rate to 0.56
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At our core is doing the right thing, the right

way and being aware of the impact of our
degisions and actions;it is the responsibility of
us ali and is how we will create a better world
for our customers and our communities through
our people, our products and our processes.

{MI Hydronie Engingering —

[P
LO, Ljung, Sweden

e

o

One big team

" Qursocial achieverments and targets
Turn te page 37

Tmployee engagement

We remain committed to engaging our
people to create our future together.

As ‘one big team’ we will fuel our growth
ambitions and colloborate to power
[Breakthrough Engineering fcr a

better world].

Measuring, and understanding, levels
of engagement to identify what more
we need to do to inspire our employees
is central to our employee engagement.
approach. This year we launched our first
anonymised employee survey — One Big
Voice. This sought individual input from
across our sites and teorns. We also
sourced input via a group waorksheet
through our IMI Way Day activity, as
we have done historically.

71% of employees completed the
individual One Big Voice survey and

more than 2,000 written comments,
ideas and suggestions were subrmited.
We also received nearty 1,000 completed
group worksheets,

Our overall engagement score is
measured through two guestions:

"l see my business (IM[) as o great place
to work” and “l would recommend my
business (IMI) as a good employer to
friends and family”,

We are proud to share that against our
engagement scores from last year, the
M1 Way Day group worksheet survey
demanstrated that employee
engagement has increased to 80%
from 73% m 2020.

The anonymised individual responses also
indicate a strong engaogement score of
73%. We are especially pleased with the
levels of engagement across the business,
given the challenging environment we
have all faced in the last year.

IMi Way Day 2021

M Way Day continues to be o highlight
in the Ml calendar - where all our pecple
come together with their tearns, virtually
Or In person to iMmmerse in our purpose
and strategy, share their thoughts and
experiences to create a better working
world at IMl and take the time to
participate in community activities

We know that it is a strong driver of
engagement — people welcome the
sentiment of the day and the opportunity
to connect and collaborate.

Culture and mindset
workstream

We know there is always more to do to
create a working environment where our
employees can thrive. This is particularly
important i the current working world
where we all continue to adapt to the
impact of a global pandemic. There is no
manual for us to learn from so 1t 1s even
more important that we listen and
respond. We also know thot by creating
sclutions that are ‘home grown’ we can
have a bigger impuact.

During 2021, we established g ‘cuiture and

rmindset’ working group with colleagues
from acress the organisation to identify

where we could be better, and to 'test
and learn’ ideas. Through qualitative
research we identified core themes

to focus on. These include supporting
ernployees through change, valuing

each other and advancing inclusion.

The Executive Committee endorsed these
findings and recommendations and IMI
is now Introducing initiatives that can be
flexed across geographies and cultures.
These range from intreducing ‘'meeting
blackouts’ and ‘shift swaps’ to hosting

a 'diversity wheel' that encourages
greater connections and collaboration.
We look forward to continuing to listen
to our employees, and customising
solutions to demonstrate the value

we place on protecting and nurturing

J a culture where all our people can thrive.

. » 85% beheve thelr role usestbenr

. skills well and feel trusted to put
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Thnobalwellheing

pDrograrrmmaa

Supporting our people to be their best is
more important than ever. We know that
levels of anxiety have been heightened
during this pandemic and tuning in to cur
mental health and wellbeing 1s important
for us dll. IMI has committed to having

a broad programme of initiatives in place
so that people can access what is right
for them wherever Lhey ure, and at
whatever stage they are in their life,

Over the past year we have focused on
educating our employees to be alert to
the triggers of mental health issues such
as stress and burnout, and supporting
them to grow their levels of resilience so
that we all feel better able to cope with
life’s challenges. We have also created an
extended "virtual wellbeing' offering that
pecple con access wherever they are.

We also recently conducted a
comprehensive wellbeing audit across our
offices and sites to assess reported levels
of employee wellbeing, and to understand
the diversity of programmes and policies
in place across the globe. The data is now
being used to create a glehal framework,
with the flexibility for all locations to
prioritise and customise a plan that

suits them.

Zmpiovee representation

We are committed to upholding strong
relationships, and engaging regularly,
with union bodies - these are represented
across many of our sites. We also host
an annual European Communications
Forum (ECF). This took place virtually
this year and was attended by employee
representatives from alt of our key
European geographies. Securing
representation and appointing o
representative ditters based on
employment laws set in each country.

The annual ECF s 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 feedback on key topics
arising in their geographies.

Thornas Thune Andersen is our Board
director with designated responsibility

for Employee Engagement. More
infermation about his role and activities
can be found on page 95 of the Corporate
Governance Report.

.g:.i.g...: NFhay, e

—eadership engagement

We want all cur leaders to embrace their
engagement role - bringing to life our
business ambiticns and ensuring our
people recognise their part in delivering
our growth and unlocking our purpose.

We equip our leaders in theirr engagement
role through regular connections and
channels. These include our gquarterly calls
with our Chief Executive and leadership
community ond our annual conference.
Although virtual this year, we still created
an open and engaging event where
leaders contributed to our strategic
objectives. We took the theme of cne

of our core values — one big team -

and collaborated as a leadership team

to identify opportunities to accelerate
growth and fuel our purpose. Looking
ahead to our next conference, we ore
taking the same sentiment and
immersing in another of our values -
Playing to Win for a better world.

We also invest in supporting onward
engagement and create channels and
assets for cur leaders to use with therr
own teams. We want alt our people to
connect their part to creating cur future.

—~—— ‘
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[Oelalatiladlyls Relgls Rtellle] ofaly h colleague m across our sites 1s how we
engender str s ¢ ntinue to invest in tools and channelk,
ncluding embracing d\gﬁui frw open U ConNversations

In X 2027, we igunched our new internal communications platform that we refer
to as, 'One Big Team powered by Workplace' (Workploce), The platform has truly
transformed how we connect and bring in cur employee voice We are able to re
each otherin real me to shore news and updates. and seex input in to our strategy
and performance. Most importantly, it s @ great channel for celebrating our people
and their contribution across all gecgraphies and levels. And to encourage people to
simply be who they want to be, through sharing their ideas and insights. It also
allows our employees te connect and communicate in therr local languoge

T—Oj (M| Precision Engingering -
L Bad Oeynhausen, Germany

Aninciusive andg We have aiso created internal capability
programmes to help managers tap into
diverse culture the drivers for advancing inclusion and

diversity. Specific sessions on Inclusion
and Diversity are now a part of our
Leadership and Manager training
pragrammes. We are also running
specific topic training courses, such s
uncenscious bias within IMi Precision.

Continuing to advance an inclusive ard
diverse culture where all our people can
be who they want to be is central to our
better world ambitions. We are a diverse
business — we operate in over fifty
countries, with many different end-
markets, industry sectors, technologies
and manufacturing processes. We want
to continue to bring diversity of thought
and experience to drive innovation and
to find solutions for some of the world's
rmost challenging problems.

We have a passionate and committed
inclusicn and diversity working group

who support us in delivering @ real impact.
Results include the continued adoption

of Women in Science and Engineering
{WISE}, and leveraging the community-
building power of Workplace where
employees can celebrote and engage with
each other. Internal campaigns in 2021
that marked events such as international
Womens' Day, International Women in
Engineering Day, PRIDE Month, National
Inclusion Week and Internatianal Day

of People with Disabilities enabled IM| __9 Inclusion and Diversity poficy
to broaden our scope beyond gender. At [y vrimipic.com/esg/social
the core of all our campaoigns 1s educating

ourselves on what more we can do.




Introduction Strotegic Report

Corporate Governance

Financial Statements

47

TS5 Women Leaders
roview {previously
Hompton-Alexander?

We also sign-up to the highest standards
of governance. The FTSE Women Leaders
Review 1s an independent, business-led
framework supported by the
Government, which sets
recommendations for Britain's largest
companies Lu improve the representation
of Women on Boards and in Leadership
positions. The FTSE Wemen Leaders
Review builds on the excellent work of
both the Hampton-Alexander and Davies
Reviews over the last 10 years, with the
33% target for Women on Boards being
achieved in the aggregate for the FTSE
350 at the end of 2020, and the

L eadership just falling short of the target
at 29%. We have just submitted IMl data
for the 2027 report which should be
published in February 2022. A new
five-year review has been announced by
the UK government with new leadership
being appointed to steer the review and
take forward new targets over the
coming years.

Qur Beard is already strong - with 38%
female membership against the
Hampton Alexander target of 33% female
representation and we have 43% female
rmembership on the Executive Committee.
As at 31 December 2027, 18% of direct
reports to the Executive Committee

are female,

UK Gender pay gap

We are committed tn creating an inclusive
and diverse working environment and fair
treatment for all, including equal pay.
Qverall, our statistics remain similar to the
sector in which we operate. In the UK we
have arcund 1,300 employees working for
@ companties where there is @ 72% male,
28% female gender distribution which

is fairly typical in the engineering sector.
However, we have seen a significant
narrowing of the mean gap in 2027 as

a result of senior level appointments.

IMI Precision Engineering — «# "
Palszi Switzerland

LC]

Lord Parker
report update

The Parker Review, commissioned in 2017,
set the target for FTSE 100 boards to
have at least cne director from an ethnic
minority background by 2027 - the
so-called ‘One by 20271 target with FTSE
250 to follow suit in 2024, IMI met the
requirements of the Parker Review in 2021.

Inclusion & Diversity is a key part of cur
Growlh Hulkr programme. When we put
teams together, it is with cognitive
diversity in mind, and we have seen the
benefits of this approach.

We have also continued to have a strong
focus on the diversity of our graduates
with wide cultural diversity and 50:50
male: fermale split for the past few
intake years.

We will continue te encourage aninclusive
approach to resourcing, development, and
succession planning to help drive greater

2021 2020 diversity across the Group.
Mean gap 17 8% 251%
Median gap 17 6% 22 5% Asat Female Female  Male Male %
31Dec 2021
Board 3 38% 5 62%
T Nk oo . - -
“ h . Executive 3 43% 4 57% ol
" T# Direct 8 18% 36 82%
- . R y reports to
| T it Executive
S Leadership 19 14% 119
i group
N ] . . -
‘ N T T T "'_a Al 3,269 29% 7964
—_ o employees

b
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Environmental, Socic

Qur people are the custodians of our
future. We want all our people to bring
the very best of them to identify and solve
customer problems — creating a better
weorld for industry and society.

Diverse teams are ot the heort of this
and we continue to bring more people
from right across the business into our
Growth Hub programme. Our teams
include people frorn all levels and parts
of the organisation who work together
in an exciting and fast-paced environment
to create solutions for customer
problems. Qur One Big Voice survey
highlighted that 55% of employees feel
they have an opportunity to be involved
in growth initiatives (eg Foresight, New
Product Development ignite and Growth
Hub teams).

We bring the tools, techniques and
growth mindset from our Growth Hub
programme in to our day to day. We know
the skills can create more dynamic and
efficient ways of working. For example,
IM| Precision has applied the concepts

to its recruitment practices. IM] Critical
has run a number of hackathons to
engage more people in idea generation
and to test and learn against customer
problems. It is also running a ‘Voice of the
Customer’ initiative across all sites —
highlighting how to ensure the customer
is front and centre of our decision-making.
And IM{ Hydronic hos introduced the
concept of Growth Hub buddies to bring
the tools and techniques into different
situations. it also recently hosted “failure
sessions’ to help people fee! comfortable
with the concept of ‘failure is knowledge’,
Our HR function also embraced our
Growth Hub tools and methodologies

to 're-imagine HR' and create a future-
focused people agenda.
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Satety first

Ensuring all our employees feel safe

at work Is central to our strategy and
culture. We promote an ethos of safety
first and set ourselves the highest
stondards for Health, Safety and
Environment. It 1s integral to our IMI Way
and embedded in our Code of Conduct.

We also take a proactive approach to
review our performance and constantly
identify areas for improverment. Qur
Group Head of Health, Safety and
Environment reports directly to the Chief
Executive who has ultimate responsibility
for Health and Safety. The Executive
Committee reviews Health and Safety
performance every month and regular
reports are presented to the Board.

One of the areas of focus in 2027 was
managing machinery safety. We created
a cross-divisional machinery safety group
who developed and introduced a ‘golden
rules' campaign across our sites to ensure
a consistent approdach. The Group also
anatysed our fixed and handheld grinder
activity, an area of safety risk, and
resulted in the elimination of 329 grinders
with the remainder being more closely
controlled, and the introduction of a

dedicated IHASCO grinder safety training.

This training 1s available to all employees
via our IMI Learn portal and results in
a recegnised IOSH certificate.

. M Critical Engined
by obe, Japan 1
B 3

Accountability

We expect all our leaders to lead our
Health and Safety agenda and to be
accountable for its implementation —

we want every employee and all visitors
to our sites to understand our procedures
and protocols.

The Coronavirus pandermic continued

to impact how we managed Health and
Safety throughout 2027, We spent time
explaming 'personal accountability’ to our
employees using infographics illustrating
cormpound risks of certain activities,
whilst also encouraging ‘hands, face,
space’ at home and in work. We also
deployed innovative methods of virtual
Gernba safety inspections, using a mix
of technology and administrative tools,
which included a ‘validation' self-audit
tool based on the COVID-19 protection

measures we deployed. During 2021 we
have undertaken 103 hours of virtual
Gemnba across all three divisions, this is
in addition to the already established
safety Gembo tours undertaken ecch
week by local site leadership.

14 of our 50 manufacturing sites have
now transiticned and are accredited
with 150:45001, the international
standard for Health & Safety
Management and 3 still retain the
former OHSAS 1800 standard.

n 2021, we also introduced the IMTHSE
Excellence Framework - an enhanced
management systern that assesses our
HSE standards against areas such as
distributed workforce (field service),
envircnment {air, water, waste),
leadership engagement and risk
assessment, To introduce the framework,
we asked each manufacturing location to

undertake a self-audit using the
standardised audit tool. As travel
limitations eased between June and
November, Group and Divisional HSE
leaders could re-commence site visits,
and completed on-site audits at 24%
of our manufacturing locations. The
rermaining locations are scheduled for
2022. This will formulate the HSE
Excellence benchmark across the
whole Group.

We have also begun to underpin
each element/sub-element of the
framework with standardised
processes and procedures.
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Detailed training sessions are delivered for
each procedure across the Group. We will
continue to progress this throughout 2022
- ensuring ot Ml locations have a clear
and consistent understanding and to
maintain o high expectation with regards
to HSE excellence implementation and
subject areas.

We continuously use our data to drive
focused activities to improve our safety
dnd environmental performance. As in
2020, 10 G4 2021, we held o dota analytics
workshop with cellaboration from Group
and divisional operational / HSE leaders.
This gives us the ability to use cur data to
objectively set goals and targets for the
forthcoming year. These will include
reductions in our lagging indicators but
olso leading indicatoers such asincreasing
hazard reporting, with a target of 20%
closure of these reports within 30 days,
As part of the analysts, we also evaluated
our HSE team members globatlly and
wentifled an opportunity to upskill certain
team members. We have agreed that the
minimum level of competence for all of
our site-based lead HSE professionals wift
be the NEBOSH International Certificate
for Health and Safety (or local equivalent
certification). Those that require upskilling
will work towards certification by the end
of 2022.

In January 2021, we introduced a global
incident reperting standard operating
procedure (SOP) that includes a
requtrement for all hazards to be reported
within 72 hours into our global digital
plotform. We have subsequently seen

an increase of 90% of reported hazards
from 12,495 1n 2020 to 23,816 in 2021.

Aligned with the revised incident reporting
SOPF, we report and record every safety
incident and fully investigate those cases
classified as a recordable incident. A fuil
root cause analysis is presented and
reviewed with the retevant Divisional
Managing Cirector and Group Head of
Health, Safety & Envirenment. Following
this formal review, o remediation plan

1s agreed, and countermegsures
implemented. In ine with our excellence
framework, we have standardised our
Safety alerts which are issued to share
lessons fearned and increase safety
awareness across the Group.

Ta align with the Global Reporting l
initiative (GRY), we now report Total !
Recordable Incident Frequency Rate l
(TRIFR) using the methodoclogy based on

200,000 hours (equivalent to 100 full l
time workers over a cne year timeframe}. |

ML plc Annual Report & Accounts 2021

Number of recordable

Total Recordable Incident =

work-related injuries

Frequency Rate (TRIFR)

Our TRIFR (toto! recordable imcidence
frequency rote) rate includes all work-
related injuries greater than first aid.
This is also in line with OSHA
(Occupational Safety and Health
Administration) and gives us the ability
to benchmark against our industry peers.

We include all employees, contractors and
visitors in pur accident reporting statistics.
There were no fatalities during the year.

Our recordable accident cases are static
cornpared to prior full year 2020 at 53
injuries for both 2020 and 2021, this
includes 15 Lost Time Accidents in 2020
and 23 Lost Time Accidents in 2027.

The 2020 Lost Time Accident number
has been restated to 15, from 14 reported
in 2020, due to the reclassification of an
injury and follow up treatment. Our TRIFR
rate has improved slightly, decreasing
from 0.57 to 0.56 for the year, driven

by increased working hours across our
operations. IMl remains in the top quartile
of safety performance within the industry
sector, but remains committed to its
ambition of an accident free workplace.

Please see our TRIFR chart below,

o
o
&
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Community engagement

All our community actwity is aligned to
the UN Sustainable development goals -
we want to make the biggest impact
we can through sharing our time, skills
and experiences. We also want it to be

a motivator for our employees which

is why we offer a broad range of
opportunities that connect with our
people's personal values.

X 200,000

Number of hours

worked

‘We measured the volunteering impact

of this year's IMI Way Day and are proud
to share that 3,418 employees delivered
13,226 of volunteering hours. Most
importantly we are committed to building
long lasting meaningful refationships with
the charities we support to enhance our
social impact.
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Teiont ond succession

QOur talent processes are well embedded
and reach far into the organisation.

We want our people to access a rich
variety of resources and experiences to
grow themselves and others, and fuel
our growth priorities.

A particular focus is on succession
planning to support internal talent
appointments - 69% of Leadership
Group roles have been appointed from
within the arganisation in 2021.

We have a very strong graduate
programme and are focused on
graduate progression and early

careers development.

We continue to invest in our leadership
development programmes to support
our leaders in executing our business
strategy. We want our leaders to create
the environment for our culture to thrive,
and to fuel the growth of our people ond
business. We also continue to invest in
high potential talent through specialised
development programmes that promote
career geceleration and ensure a pipeling
of high calibre talent. Qur leadership
catalyst development programme was
alse launched in June. This sponsors high
potential talent.

The launch of Workplace has allowed for
internal job oppertunities to be cpened
up to all our employees nght across our
business for all to apply and is helping

to promate an open and inclusive culture.
This approach is currently being enhanced
to further promote opportunities.

Flexible working practices have been
necessary das part of the pandemic and
are still being encouraged with a global
flexible working framewark supporting
sites and leaders to enhance flexible
working whilst also delivering safe,
reliable operations.

IM! Learn

Qur cnline learning platform continues

to grow to be avaluable resource for all
our people. They can access a broad range
of medules to support both technical

as well as 'soft’ skills. Key topics covered
include mental health and wellbeing,
mentoring, leading virtual teams,
personal development conversations

and communication.
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Foungeo on integrity

IMI's values

Qur purpose and values are gll strongly ‘
inked and are aligned with our strategy:

Our purpose is at the heart of everything
we do, it is why we exist.

[Breakthrough Engineering
for a better world].

Qur values are an important part of
who we are, as they provide a culture
and collective mindset for our entire
arganisation. They are fully aligned
with our purpose and vision.

@
Customer intimacy - o mindset where
the customer s at the heart of everything
we do.

One big team - leveraging IMl's diversity
in every sense, whether this is the dwersity
of talent, knowledge and experience that
we have with our people, or the diversity
of technologies, processes and end
markets across our businesses.

Playing to win - ¢ growth mindset that
is Innovative and open to learning.

Integrity - being true to who we are
and doing the nght thing at all times.

The iMI values underpin all that we do,
and ensure we maontan the foundations
that have enabled (MI's success through
its 150-year heritage.
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Code of Conduct

It 15 essential that we act with integrity
and at all times run our business In an
ethical and responsible way. Integrity

is one of our core volues and underpins
everything we do.

It is a cornerstone of our culture, Cur
Code of Conduct {the 'IM| Code') sets out
the standards we expect our employees
to adhere to. It covers a range of issues
including anti-bribery and anti-corruption
and is avaifable in thirteen languages.

Every employee receives a copy of the IMI
Code upon joining the Group and specific
training about the IMI Code is provided
as part of our employee induction
programme. On an annual basis we
provide refresher training and updates
on specific compliance issues to relevant
employees This year, we have rolled cut
traming on anti-bribery and corruption,
competition low and tax evasion.

The Ml Corporcte
Governaonce Framework

Our governance framework and the
practical workings of our Board and
its committees are described in the
Corporate Governance Report on
pages 86 to 101

Palicies ond procedures

We have a number of detdiled standing
operating procedures underpinning the
IMI Code of Conduct and appropriate
compliance processes. A list of key policies
and precedures can be found in the
Non-financial Information Statement

on page 135 and include anti-bribery

and corruption policies. Around the

Group there are 31 legal and comphiance
specialists supporting the businesses
with traiming and implementation of
compliance pelicies. Monitoring and
review procedures 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 70.

We encaourage all employees to report
any incident that is not in keeping with
our values and behaviours through a
confidential independent hotline in 12
languages, which allows anonymous
reporting. We have refreshed our Speck
Up policy this year and are in the process
of carrying out a Group-wide campaign
to enhance awareness of our hotline.

The Group's Ethics and Compliance
Committee reviews hotline activity on

a monthly basis. Reports are investigated
thoroughly and, where required, action

1s taken to resolve 1ssues. The Executive
Committee monitors the operation of
the hotline and receives information
about any concerns raised. The Boord also
meonitors the operaticn of the hotline and
checks that commensurate investigation
and follow-up 1s carried out Dunng 2021,
3% cases were reported via the hotline
which compared to 33 in 2020.

Ethical conduct

Integrity is one of our four core values and
forms the basis of IMI's decision-making,
including dealings with our stakeholders.

Whilst we commit to acting responsibly,
sustainably and with integrity, we expect
our extended supply chain to do the same.
We actively choose suppliers that respect
the environment, their employees and
adhere to our strict IMI Supply Chain
Cede of Conduct. But our supply chains
are often long ond complex, so we also
encourage our partners to adopt similar
waorking practices regarding their own
suppliers. We strive to positively influence
ethical and sustainable trading
throughout the world.

IMlis alse committed to sourcing our raw
materials responsibly. This means that
we have a process to identify the origins
of conflict minerals m our supples, and
are committed to ensuring they originate
from legal, audited mines. We ask all of
our suppliers of products containing
conflict minerals (specifically tin,
tantalum, tungsten and gold - otherwise
known as 3TG) to take immediate action
to identify the origins of 3TG mn the
products they supply to us.

Our full Modern Slavery Act statement,
includes detail about steps we take to
ensure that slavery and human trafficking
do not take place within our supply choin
or any part of cur business, 1s availakle on
our website. The other policies referred to
in this section, including our Anti-Bribery,
Compliance and Hotline policies, are also
available to all employees.

We have continued to work closely with
our suppliers throughout 2021 with a view
to further rationalise and simplify our
supply chain networks, in 2027, we also
updated our Supply Chain policy to
include our ambrtion on CO; reduction
across our suppliers, in line with our
emerging Scope 3 emissions plan. This will
be further develcped throughout 2022,
We are committed to addressing our
Scope 3 emissions and are working closely
within the Better World team to focus our
attention with a view to report more fully
in our 2022 Annual Report.

Actions speak louder than words.

We constantly strive to live our values in
everything we do. To pursue our purpese
[Breakthrough Engineering for a better
world] responsibly and sustainably. And
we do that because it is the outcomes

— for our business, our stakeholders, and
our world - that really motivate us.
Nonetheless, the outside recognition of
our intent - including our 'AA rating in the
MSCI ESG survey and our membership
of the UK's FTSE4Good Index - is
encouraging to see.

MSCi

ESG RATINGS

ccc’ 9 Bs  eas

A 2N Ara

FTSE4Good
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Building strong and positive &

relat|onsh|ps with our key stakeholders
is critical to fulfilling IMI's purpose,
delivering our strategy and achieving
long-term sustainable success.

We aim to engage with our key stakeholder groups to
develop and maintain positive and productive relationships.
Where we are making strategic decisions, we assess the
impact of the proposal on affected stakeholders, and where
appropriate, engage directly with them on the topic. By
taking a consistent approach to decision making and being
guided by our purpose and our strategic aims, we hope that
our stakeholders understand our decisions.

[O] M) Critical Engineering -

Piacenza, [taly
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Why engage?

We provide
stakeholder
with...

Stakeholder
provides us
with...

C 0O
[nalaalasl

Employees

Trust &
tronsparency

Employee
advocacy

Attract, retain
and develop
talent fit for
today and
tomoerrow

Career
development

Remuneration

Diverse, inclusive
and engaged
envirenment

A safe place
to work

Skills & expertise

Behaviours in
line with our
values

Ambassadors
for IMi

&3

Shareholders

Trust and
confidence

Investrnent

Transparency

Sustainable
returh on
investrent in
the long-term

Equity capital,
strategic
direction and
stewardship

2

Customers

Strong
relotionships

Trust & confidence
Business growth

Value creation

Qualty products
and services and
related support

Value Today and
Tomorrow

Sustainable
relationships

Value creation

Growth

LI
Lag g

O—0O
Suppliers

Strong
relaticnships

Trust & confidence
Innovation

Value creation

Sustainable
relationships

Prompt payments

Farr terms

Qualty products
and services and
rekated support

Innovation

Society &
Community

Understand wider
impact

Support shared
goal of a better
world

Support through
ecenomic actrty
and tax payment

Sccietal and
community
perspectives on
our activitres

Government &
Regulotors

To be ¢ goed
corporate citizen

Compliance

Taxes

Level playing field
within which to
operate

Opportunities

to deliver new
products/solutions
which meet
evolving regulatory
standards




For information about how stakeholder interests’ éaddressed by our business model, see page 17 and the Environmental,
Social and Governance section onpages 32to 53, 7

Our statement pursuant to Section 172(1) of the Companies Act 2006, which references stakeholder considerations and other
factors in Board decision-muking appears on poges 97 to 100,

Our
stakeholders

Their priorities

How we engage

Further information

2

Customers

b

oco
ArArA

Employces

Value enhancing
products & services

New products to help
meet ESG requirerments

Access to engineering
expertise

World-class custorner
service

Long-term partnerships

Heclth, wellbeing and
sofety ot work - where
our pegple can thrive

A positive and inclusive
culture — voluing the
unigue contribution

of individuals and
supporting their diverse
working needs

An environment that
engoges all employees
- rvelving them
creating our future

Opportunities (o
agrow and develop -
supporting our people
to be ther best

Rewarding contribution
- celebrating our people
for their part in our
growth

The Growth Hub programme involving hundreds of customer
interactions

Ongoing relationship manegement at strategic, sales and technical
engineering levels

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

Increasing use of digital platferms to drive knowledge sharing, customer
networking and relationship building

Performance monitoring and improvemnent through customer driven
metrics such as on time delivery end net promoter score

Trade fair attendance and exhibrtion

Social media ~ including building customer communities
Participation in relevant trade assecations %industry bodies
Comprehensive health, safety and wellbeing programmes that touch
all emplayees

Annual Group-wide IMI Way Day and annual One Big Voice
employee survey

Employee engagement actions, integrated within busmness plons,
at every leve!

Thomas Thune Andersen (our non-executive director with designated
responsibilrty for employee engagement) has an annual pregramme

of employee engagerment events. Werkforce engagement also takes
place by the Board and management. This includes staff representation
and Union participation. The European Communications Forum meets
annually, with representatives from cur key European gecgraphies

Appropriate engogement takes place at locol level in relation to
restructuring changes affecting the workforce

A suite of face-to-face and online traning and developrment
programmes, targeted at business and employee needs

Leadership calls, canferences, town hall meetings

Targeted indvdual, tearm and Group emails through our internal
cormmunications platform

Independent confidential hotlne

New online cammunications platform - One Big Team powered by
Workplace - connecting people across our sites and showcasing
customer wins, strategy updates & people ntiotives Media for annual
comrmunications calendar of events

IMI Learn - access to face-to-face ond online training and develapment
pregrammes targeted Gt business and employee needs

Corporate website

Cur Growth Hub
programime —
see page 48

Examples of the use

of digrtal platferms to
drive knowledge sharing,
customer networking and
relationship buidding can be
found on pages 20to 21

Health and Sofety -
see page 49

IMi Way Day -
see page 44

Employee engagement ~
see page 44

Training and development -
see page 51

Executive remuneration
reflective of remuneration
for the wader workforce -
see page 117
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I:r\:l IMI Precision Enginsering —
“ Bad Oeynhausen, Germany

Our Their priorities How we engage Further information
stakeholders
08,0 Trust Annual General Meeting Shareholder engagement -
L_%-_?IJ Financiol returns Active Investor Relations programme see page 96
Shareholders  Strategy & execution Cepital Morkets Events
Sustainability Investor and analyst engagement
Effective capital Chair and Senier Independent Director available to sharehelders
allocation Invester communications and corporate website
Balance of long-term Remuneration related consultation, in policy change year,
versys short-term
and as required
results
Stewardship
] Long-term Ongoing commercaial dialogue Supply chain management -
|:|—.3 O partnerships Suppler audits & improvement action tracking see poge 53
. Fair and timely Meodern slavery statement, Supply
Suppliers payment Suppler summits Chain Code of Conduct and
Fair commercial terms Regular business reviews with preferred suppliers Responsible Minerals Sourcing
policy - see our website
Collaborative
approach
T iy Positive social impact Obtain market insights from adviser ~ Ricarda Community activities -
I L Employment Plans to adopt reporting In ine with the Global Reporting Initiative see page 50
Society/ opportunities Active tracking, management and reduction plans across IMI sites Er;\\j::;?\izt:;’cflzacil &
community Environmental impact for emissions

Guig

Governments
& Regulators

in the locations where
we operate and on the
global community

Employment
Tax incorne

Sustainable approach
to business

Ml Way Survey

Local community support and charitable actvities

University partnerships and Graduate Programme

Active monagernent of emissions and reduction plans across
IMI sites

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

Good corporate citizen with on time tax filings and other
submissions to regulaters and governments

see pages 32 to 53

Environmental performance -
see pages 40 te 42

Tax strategy on our website
www.miplc.com/esg

Corporate Governance Complionce
statement on page 86
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Operational review

IMI Precision Engineering specialises in the
design and manufacture of motion and fluid
control technologies where precision, speed
and reliability are essentigl to the progesses
in which they are involved. IMI Prec
Engineering operates across three puncipal
busmess vnits: Industrial Automation,
Precision Fluid OEM and Transport.

rther details on that segmentati nd comparison
‘the 2020 resuits are qygi

S
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Revenve

5~ f836m
3%

Adjusted operating profit

~ f149m
8%

Statutory aperating profit

v. “100m

Please refer to Nate 3 For defintiors of the Group's
Alternatwe Performance Maasures

Tne financiat results for IMI Precision and IM] Critical

hawe been restated following the transfer of the
[T/~ IMI Precision Engineering - Tnergy business from IMI Brecisien to IMi Critical
L*~_| Bad Oeynhausen, Germany duning 20321, Detaiis are mcluded in Note 1
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Beth Ferreira
Divisional Maneging Director

2021 performance

IMI Precision's core end markets continue
t0 provide excellent new opportunities
for growth, os highlighted in the Caprtal
Markets Evert held in September,

During the year, the division delivered
solid arganic revenue growth of 7% as
recovering key markets more than offset
the reduction in Life Sciences revenue,
following the 2020 ventilator component
sales surge If ventilator soles are
excluded, the underlying growth rate
was very strong at 19%. Thot progress
was driven by gains across all three
business segments: Industrial
Automaticn, Precision Fluid OEM, and
Transport. When compared with 2019,
the organic revenue growth was 4%.

Industrial Automation revenues were up
17% compared with 2020 on an organic
basts, with Transport revenues 26%
ahead on the same basis. Both of these
performances reflected strong recovery
in their respective markets, and were
supported by the division's proactive
supply chain management which ensured
core products remained available despite
the challenges globally brought on by

the pandemic. Sales within Precision
Fluid OEM were down 18%, compared
with 2020 with good performance in
Process Control more than offset by the
non-repeat of the ventilator surge in

Life Sciences.

Adjusted operating margin in the division
improved in the period by 80 basis pomnts
to 17.8%. The division continues to
advance complexity reduction inttiatives
which will enable further improvements
in customer service and support progress
towards its margin targets.

Statutory operating profit reduced

by 18% due to the restructuring
programmes announced in the year

to increase customer focus and reduce
complexity in the division.

Outlook

Based on current market conditions,
IMI Precision Engineering 2022 organic
revenues and margins are expacted to
be higher than in 2021,

Key achievements

» Strong underlying sales growth,
excluding ventilator surge, of 19%

» Acquisition of Adaptas
completed in attractive Life
Sciences sector

» Good early progress from
Customer First and Growth Hub
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Operational review

IMI Critical Engineering is a world-leading
provider of flow control solutions that
enable vital energy and process industries to
operate safely, reliably and more efficiently.
OQur 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.

Further details on IM! Critical Engineering market
segmentation, and comparison with 2020, are availabl
in Note 4 of this stotement.

Find out more:
www.imiplc.com/what do/our-busl feritical-engineering

e

. Revenue

Y. f691m
2%

Adjusted operating profit

o 125

p m
Stotutory operating profit

2 f111m

Please refer to Note 3 for definitions of the Group's
Alernative Performance Measures.

The financial results for IMI Precision ang IMI Critical
haove been restuted following the tronsfer of the

‘:O" IMI Critical Enginegring — Energy business from IMi Pregision to IMI Critical
_ Piacenzo, ltaly during 2021, Detals are included in Nore 7.




Introduction Strategic Report

Corporate Governance Financial Statements

61

Jackie Hu
Divisional Managing Director

2021 performance

As is evidenced by the 2027 results,

IMI Critical Engineering ts advancing

its strategy and deploying Growth Hub to
access new markets where 1ts expertise
can support sustainable future growth.
The division's Growth Hub and Sprint
Tearns are already providing a significant
impact to the divisional results and
contributed £20m of orders in 2027,

vs £6min 2020.

Organic order intake for 20271 was 3%
higher than in 2020. Aftermarket orders
grew 3%, with strong growth in Oil & Gas,
Refining & Petrochemical and Power
offsetting a reduction within Nuclear

due to the significant upgrade activity

in 2020. New Construction orders grew
4%, with good order growth in Refining &
Petrochemical and Marine offsetting the
expected decline in Gil & Gas and Power.

The closing arder book at the end of the
period was 3% higher when compared
with 31 December 2020 on an organic
basis. Orderbook margins are also higher.

Organic revenues were 2% higher than
last year and 2% lower on an adjusted
basis. Aftermarket organic sales were 1%
higher than in 2020, largely due to growth
in the Refining & Petrochemical and
Power segments. New Construction
organic sales were 7% lower compared
with last year, largely due to lower
Refining & Petrochermical sales.

Organic cdjusted operating profit was
10% higher than in 2020, another strong
result reflecting the hard work the division
has done to maximise the aftermarket
opportunity and optimise its operating
footprint for the future. Adjusted
operating margin for the year was 181%,
which was 120 basis points higher than
the prior year (2020: 16.9%).

Statutory operating profit increased by
35% due to the strong trading result
and the non-repeat of the prior year
restructuring costs.

Qutlook

Based on the division's order book and
current market conditions, IMI Critical
Engineering 2022 organic revenues anad
margins are expected to be slightly
higher when compared to 2021.

Key achievements

» Organic order intake up 3% in the
full year, organic order book up
3% year on year

» Margin increased to 18.1%
supported by increased
restructuring benefits

» Growth Hub defivered £20m
in orders
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Operational review

oL AN B .. R

_‘ gneering is a leading
* provider of technologies that deliver energy
efficient water-based heating and cooling
systems for the residential and commercial
building sectors.

Revenue

A £339m

Adjusted operating profit

A *68m

Statutory operating profit

A, *64m

Please refer to Nate 3 far definitions of the Group's
Alterngtive Perfarmance Measures.

O'_} iMI Hydronic Engineering —
L~ Ljung, Sweden
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Phil Clifton

Divisional Managing Director

2021 performance

With its strong brands and product
positioning, as well as the global
imperative to reduce energy consumption
in builldings, IMI Hydronic Engineering is

in a strong position to deliver sustainable,
profitable growth. The division's
performance in 2021 reflects these good
rmarket conditions as well as successful
delivery of key strategic projects and
growth from new products.

2021 revenues were 15% higher on an
organic basis when compared to the
pricr vear, and 10% ahead of 2G79.
New products supported that growth,
with good orders secured within control
and actuation. Sales of our digitally
enabled products - including the TA-
Smart valve - continue to make
excellent progress.

Adjusted operating profit increased 27%
on an crganic basis versus the prior year,
reflective of the quality of the business as
well as continued delivery of key efficiency
initiatives. The adjusted operating margin
improved to 20.1%, versus 18 3% in 2020.

Stotutory operating profit increased by
27% due to the strong performance of
the business and the non-repeat of
one-off restructuring costs in 2020.

Outlook

Based on current market conditions,

IMI Hydronic Engineering 2022 organic
revenues are expected to be higher, with
margins slightly higher, when compared
to 2021,

Key achievements

» Strong organic sales growth
of 15%, reflecting 10% growth
vs 2019

» Operating margins of 20.1%

» Significant contribution from
new products, including new
connected products



Mi achieved a good financial

sult in 2021, with increased
ganic revenues, adjusted

rrating profit and margins
in all divisions.

Key highlights
Adjusted’ Statutory
" 2021 2020 Changevs  Organic'vs  Orgamicvs | 2021 2020  Changevs  Changevs
2020 2020 201%* 2020 2019
Revenue £1,866m £1.825m +2% 7% +3% £1,866m £1,825m +2% 0%
Operating profit £318m £285m +12% +18% +23% £251m £227m +10% +23%
Operating margin 17.0% 15 6% +140bps 13.4% 12.4% +100bps +250bps
Profit before tax £307m £274m % £245m £214m +14% +29%
Basic EPS 92.0p 79 7p +15% 73.5p 62 7p +17% +28%
Operating cash flow? £274m £335m -18% £327m £377m -13% -10%
Dividend per share 23.7p 225p ;5% 23.7p 225p +5%
Net debt £623m £314m

! Excluding the effect of adjusting iterms as reported in the income stoterment See
Note 3 for defimitions of olternative performance meosures

- Adjusted aperating cash flow, as desernibed in Note 17 to the financial stotements
Stotutory measure 1s Cash generated from operations as shown on the cash flow
statement

Resufts summary

Certain alternative performance measures (APMs') have been
included within this Annual Report. These APMs are used by

the Executive Committee to monitor and manage the
performance of the Group, n order to ensyre that decisions taken
align with the Group’s long-term interests, Movements in revenue
and adjusted operating profit are given on an erganic basis

(see definition in Note 3} so that performance 1s not distorted by
acquisitions, dispasals and movements in exchange rates. A table
surmmartsing the reconciltation of adjusted measures to statutory
measures is included in Note 4.

The Group delivered a good financial result in the year, as

revenue and operating margin improved. Revenue increased by
2% to £1,866m (2020 £1,825m). The exchange rate adjustment
was adverse £72m. After adjusting for £4m of sales far the last
6 rmonths of IMl InterAtiva in 2020 that were not in the
comparative period in 2027 and excluding £2m of revenue from
the recent acquisition of Adaptas, crganic revenue was 7% higher
and reflects the recovery of economic markets as a result of the
global pandemic as well as early resuits from Growth Hub.

1
w
&

* Aftor adjusting for exchonge rates, acquisitions and disposals (see Note 4}

- Given the significant impact on business performance due to the pandemic in
2020, the results include comparative figures for 2019 and arganie growth
compared to 2021 Areconciliation 1s provided in Note 4

Adusted operating profit of £318m (2020: £285m) was 12%
hrgher and after rermoving the £14m adverse impact of exchange
rates and the inorganic element of the IMI InterAtiva disposal
and Adaptas acquisition was higher by 18%.

| The adjusted operating margin was 17.0% (2020: 15.6%).
| All three divisions grew adjusted margins in the year, supported

by revenue growth, the benefits of ongoing restructuring
prograrmmes, and value-pricing initiatives. Statutory operating
profit was £25m (2020 £227m), which increased 10%.

Adjusted net financing costs on net borrowings of £12.1m (2020:

£71.0m) was higher due to the non-repeat of a one-off tax

nterest benefit in 2020 and includes the impact of £2.8m {2020:

£2 5m) interest cost on leases. Statutory net finance costs were '
£59m campared to £12 5min 2020 due prirmarily to a favourable

adjusting finance gain of £5.2min 2027

Adjusted net financing tosts were covered 33 times (2020: 35
times) by adiusted earnuings befare interest, tax, depreciatian,
amortisation, impairment and adjusting 'tems of £404m (2020:
£380m) and included £28m (2020 £30m) of depreciation on our
leased assets. The net pension financing income under IAS 19 was
£1.0m (2020 £0 2m).
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Statutory profit before taxation increased 14% to £245m (2020:
£214m) 0s the Group continued its restructuring activities to
improve customer focus and long-term competitiveness.
Adjusted profit before taxation was £307m (2020: £274m),
which is higher by 12% compared to 2020. The total statutory
profit for the period after taxation was £196m (2020: £170m).

Adjusting items

Adjusting ltems 2021 2020
£m Em
Reversal of net economic hedge contract gains {6) {2)
Restructuring costs {35} (36)
Imparrment losses (5) )
Losson dispbsal of subsidiary 7 (4)
Acquired iIntangible amortisation and other acquisttion items (18) [ok5)]
Net fingncing ncome/ (expense) 7 57 (2)
Tax in connection with the above adjusting tems o £5 13
Change in UK tax rate 1%
Release of prior year provisions 17

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

» 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 settlements, are included in the
revenue and adjusted operating profit of the relevant business
segment with the net loss at £1m (2020: net loss of £4m),
which is the net of the reversal of net economic hedge contract
gains of £6m and the associated net financing income of £5m.
The adjusting item ot the operating level reverses this
treatment. The net financing adjusting item reflects the
change in value or settlement of these contracts with the
financial institutions with whom they were transacted.

Restructuring costs of £35m (2020 £36m) were the result of

a number of major restructuring projects across the Group.
These include costs of £31m within IM| Precision Engineering,
primarily for the closure of a factory in Europe, which is currently
under consultation with the Works Counail, and the Customer
First project, which both simplify the structure of the division
and ensures the business structure 1s aligned to our customer
base. in IMI Critical Engineering there were costs of £1m refating
to the finalisation of projects announced in 2020. In IMi Hydronic
Engineering there were costs of £3m for the finalisation of the
ongoing projects in 2020 and a new project announcad in 2021
to simplify finance processes through a shared service centre in
Poland. These restructuring projects are due to be completed in
2023. Restructuring provisions at the year end were £32m and
primanly related to expected payments to employees. Details
of 2020 projects are included in Note 3.

In 2027, the Group recorded an adjusting imparrment charge
of £5m {2020: £2m) associated with the restructuring
programmes ongoing in IM| Precision Engineering, and £2m
associated with the restructuring programmes ongeing in IMI
Critical Engineering in 2020.

» Acguired intangible amortisation is excluded from adjusted
profits, to allow for comporability of the performance across
divisions. This allows users of the financiol statements to gan
a clearer understanding of the performance of the business,
with the impact of amortisation identified separalely i line
with internal reporting to management. Acquired intangible
amortisation reduced to £15m (2020: £19m). Other acquisition
costs of £3m primarity relates to professional fees associated
with the acquisition of Adaptas in December 2027

A gain arose on the revaluation of financial instruments
and derivatives under IFRS @ of £5m (2020: £2m loss)

The tax effect of the above iterns has been recognised as

an adjusting item and amounts to ¢ £15m gain (2020: £13m
gain). The UK Government announced an increase in the
corporation tax rate from 19% to 25%, with an effective date
of April 2023, which was substantively enacted on 24 Moy 2021.
The impact of this on the Group's deferred tax liobilities of
£19m during the period has beer recorded as an adjusting
item. A credit of £17m 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 open years with tax
authorities has also been recorded as an adjusting item within
the income statement.

Taxation

The adjusted effective tax rate for the Group reduced to 20.0%
(2020: 21.0%) and benefitted from a cne-off tax credit in the
year. The total adjusted tax charge for the year was £61m
(2020: £58m) and the statutory effective tax rate was 19.7%
(2020: 20.6%).

The Group seeks to manage its tax affairs withm its core tax
principles of compliance, fairness, value and transparency,

in accordance with the Group's Tax Policy which is available on
the Group's corporate website.

Earnings per share

The average number of shares in issue during the peried was
267m (2020: 271m), resulting in adjusted basic earnings per
share of 92 Op (2020: 797p), an increase of 15%. Statutory basic
earnings per share increased by 17% at 73.5p (2020: 62.7p) and
statutory diluted earnings per share increased by 17% at 73.2p
(2020: 62.6p).

Share buyback

In 2021, we successfully completed our planned £200m share
buyback with the purchase and cancellation of 11,653,829 shares.
Our overage shares in 1ssue for 2021 are 267m, and m 2022 are
expected to be 259m.
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Cash flow
Movement in net debt 2021 2020
£m £m
Adjusted EBITDA* 403.5 3795
Working capital movernents (50 6; 1&,67
Capital and development expenditure (575 (50.7)
Provisions and employee benefit movements™ (05) g5
Principol efements of lease payments (30.0) 287)
Other 20 113
Adjusted operating cash flow*** 2739 3345
Cash impact of sdyusting kerms (356) (367
Interest (12 1) (11.0)
Derwaotives 264 (225)
Tox pond ESO E)) 77(741 )
Additienal pension scheme funding 70 (7.0)
Frae cash flow before corporate activity 194.7 2163
Crvidends paid to equity sharehoiders ) (61:“5) - (91-;)
Acquisition/disposal of subsidiaries ) (203 8) o -
Net purchase of own shares and share buyback programme (227545) 7 ES 5)
Net cash flow (excluding debt movements) {294.5) 1146.2
Reconciliation of net cash to movement
in net borrowings
Net {decrease)/increase in cash and cash equivaients {86.7) 8.4
excluding foreign exchange
Reverse cash acquired ) (1.8} -
Net {drawdown}/repayment of borrowings excluding (208.0) 17.8
foreign exchange and net debt disposed/acquired
(Increcse)/decrease in net dabt before acquisitions, (296.5) 116.2
disposals and foreign exchange
Net cash/{debt) acquired
Currency translation differences {4 5} 33
Movement in lease creditors (56) 21
Movement in net borrowings in the year (306.8) 121.6
Net borrowings ot the start of the year (316.2) (437 8)
Net borrowings at the end of the year (6228) (316.2)

* Adjusted profit after tax (£245 ém) before interest (£171m), tax {£61.4m),
depreciation {£68 3r)}, amortisation (£16 2m) and wnparsment (£09m)

=" Movernent in provisions and employee benefits as per the statement, of cash
flows (£1 8m) odjusied for the movement in restructunng provisions (£3 3m).

*"* Adjusted operating cash flow 15 the cash generated from the operations shown
1n the statement of cash flows less cash spent acquinng property, plant and
equiprnent, non-acquired intangible assets and investments, plus cash receved
from the sale of property, plorit ond eguprrent and the sale of investrents,
excluding the cash impact of adjusting items . a reconaliation s included in
Nate 19

Adjusted operating cash flow was £274m (2020: £335m).

This represents a conversion rate of total Group adjusted
operating profit to adjusted operating cosh flow of 86% (2020.
117%). There was a £36m cash outflow from adjusting items
{2020: £37m outflow) primaniy related to restructuring costs.

Net working copital balances mcreased £51m due to an increase
in recevables of £44m as a result of the growth and an increase
in inventory of £37m to maintein service levels to customers in
hght of the global supply chain crisis, partly offset by anncrease
n payables of £31m. The decrease in 2020 of £15m was due to
a decrease in receivables of £18m and an increase in payables
of £&m partly offset by an increase in inventory of £9m.

|
|
|

Cash spent on property, plant and equipment and other
non-acquired intangibles in the year was £58m (2020: £51m)
which was equivalent to 1.C times (2020: 0.8 times) depreciation
and amortisation thereon. Capital spending in 2027 increased
toward tistoncal levels after being curtaled dunng the
pandemic in 2020,

Research and development spend, including caprtalised
intangible development costs of £5m (2020: £/m), totalled
£54m (2020: £46m) representing an increase year on year ds
the Group continues to support investment in Growth Hub and
Sprint Tearns. As this measure focuses primanly on the efforts
of the engineering function, it does not fully capture the cross-
functional support in Growth Hub initiatives with over 700
employees involved across the Group - a significant investment
alongside our research and development spend

In 2021 the Group paid cash tax of £51m (2020: £41m) which
was 83% (2020: 71%) of the adjusted tax charge for the year.

Dividends paid to shareholders totalled £62m (2020: £52m),
reflecting the Group's decision to reduce 1ts distribution to
provide a dividend earnings cover baseline of three times
adjusted earnings per share, which wilf enable IMI te deliver
more effectively on its long-term growth ambitions.

In addition, there was a cash outflow of £200m in relation to the
share buyback programme (2020: £nil) and £26m (2020: £9m
outflow) for net share purchases te satisfy employee share options.

Balance sheet

Net debt at the year-end was £623m compared to £316m ot the
end of the previous year. The increase reflects the share buyback
prograrmme and the acquisition of Adoptas partly offset by the
cash generation in the year. The net debt 1s composed of a cash
balance of £95m (2020: £208m), a bank overdraft of £66m
(2020 £74m), interest-bearing loans and borrewings of £558m
(2020: £362m) and lease liobilities of £94m (2020 £88m).

The year-end net debt to adjusted EBITDA ratic was 1.5 times
(2020: 0 8 times}. At the end of 2021, foan notes totalied £353m
(2020 £362m), with a weighted average maturity of 4.3 years
(2020: 5.3 years) and other loans including bank overdrafts totalled
£271m (2020: £74m). Total commutted bank loan facilities
available to the Group at the year-end were £300m (2020
£300m), of which £70m (2020: £nil) was drown,

At 31 December 2027, the value of the Group's intongible assets
was £768m (2020: £600m}. The increase compared to the prior
year is pnmarily dye to the acquisition of Adaptas

The net book value of the Group's property, plant and equipment
at 31 Decemper 2027 was £268m (2020: £266m). Caprtal
expenditure on property, plant and equipment amounted to
£46m (2020 £38m), with the man capital expenditure focused
on production facility investment to support operational efficiency
and growth. Including capitalised intangible assets, total capital
axpenditure was £58m (2020 £57m) and was 1.0 times (2020
0.8 times) the depreciation and amortisation charge (excluding
acguired intangible amortisation and lease asset depreciation)
for the year of £56rm (2020: £63m)
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The net surplus for defined benefit obligations at 31 December
2027 was £63m (2020: £22m deficit). The UK surplus was £129m
(2020: £69m surplusy and constituted 77% (2020: 77%) of the
total defined benefit liabilities and 88% (2020: 89%) of the total
defined benefit assets. The deficit in the overseas funds as at 31
December 2021 was £66m (2020: £91m deficit).

Return on invested capital ('/ROIC")

The Group uses RCIC as an indication of [Ml's ability to deploy
capital effectively. This metric 1s 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.

The Group's definition is Adjusted Operating Profit after tax
divided by Average Capital invested (previously referred to as
Average Capital employed). Capital invested (previously referred
to as capital employed) is defined as 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 13.2% in 2021 (2020: 12.3%) which
increased by 0.9%. The acquisition of Adaptas adversely
impacted the metric by 0.7% due to its proximity to the year
end with incremental capital invested, but no corresponding
operating profit.

Return on invested capital 2021 2020
£m £m
Adjusted Operating Profit 3181 284.7
Notianal Tax charge {63.6) (59 8}
Net Adjusted Operating Profit after tax 254.5 2249
Net Assets 77%9.1 799.5
Adjusted for
Net debt 6228 3162
Restructuring provision 7 31.6 7 301
Net derivative assets / liabilities o (3.7) (6 1)-
Net defined pension benefit (62.5) 220
Deferred tax on employee benefits 13.9 70
Previously written-off / impaired goodwill 3649 - -3 Si 9
Acquired intangibles amortisation 3115 3115
Closing capital invested 2,03%.6 18181
Opening capitolinvested 1,818.1 18323
Average capital invested 1,928.%9 18252
Return on invested capital 13.2% 12.3%

Acquisitions

On 20 December 20271 the Group acquired 100% of the share
capital, and associated voting rights, of Adaptas Solutions
(Adaptas) for cash consideration of £2039m. Adaptasis a
manufacturer of mission critical mass spectrometry subsystems
and components and is based in North America with facilities
inthe UK, Australa and China.

Disposals

On 23 July 2027 the Group disposed of IMI InterAtiva for
proceeds of £01m resulting in a loss on disposal of £3.8m.

Foreign exchange

The income statements of overseas operations are translated
into Sterling at average rates of exchange for the year, balance
sheets are translated at year end rates. The most significont
currencies are the Euro and the US Dollar - the relevant rates
of exchange were:

Average Balance Sheet Rates

Rates
Foreign Exchange 2021 2020 2021 2020
Eure 1.16 113 1.19 112
US Dollar V 1.38 128 -1.35 1.37

The movement in average exchange rates between 2020 and
202 resulted in a 4% reduction to our 2021 revenue and a 5%
decrease in adjusted operating profit, with both the Eurc and
US Dollar weakening against Sterling.

If exchange rates as at 11 February 2022 of US$1.36 and €119
were projected for the full year and applied to cur 20271 results,
it is estimated that both revenue and adjusted operating profit
would be 1% lower.

Treasury

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

Capital allocation & dividend policy

The Board determines the appropriate capital structure for the
Group, specifically, how much cash is raised from shareholders
{equity) and how much is borrowed from financial institutions
{debt) in order to finance the Group's activities both now and
in the future.

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

The Board is mindful that equity capital cannot be easily flexed
and raising new equity would normally be likely only in the context
of an acquisition. Debt can be 1ssued and repurchased more
easily, but frequent changes lead to high transaction costs and
debt holders are under no chligation to accept repurchase offers.

At 31 December 2027, IMI plc (the company) had distributable
reserves of £2%24m (2020: £292m).

Daniel Shook
Finance Director
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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 2021, we have changed the Lost Time Accident Rate KPJ to the Total Incident
Frequency Rate to align with the Global Reporting Initiative definition and added CO,
intensity reduction as a KPI, which aligns to our Better World strategy.

Total Recordable
Incident Frequency
Rate’

Per
200,000
hours

Why is this a KPI?

The Health ond Safety of oll
who work at IM! s parameunt.
Ensuring o sofe working
environment is closely inked

10 our business success,
including attracting and
retaining the best talent

Definition

We rmeasure our progress
n this area by tracking the
number of recordable
work-related inyuries per
200,000 hours worked
{TRIFR rate’)

Performance

In 2027 our TRIFR rate
reduced to Q0 56 with no
fatalties, reflecting the
Group's continued focus

an identifying and reducing
workplace hazargs

" For 2027 reporting the Group
15 wsing the Total Recardable
Incident Frequency Rates to
measure Health and Safety
perforrmance as it s recogrised
as an industry stendard by the
Global Reporting Initiative
framework Previously the
Group reported Lost Time
Actidents, for which the number
i 2020 was 15 and 1In 2021 was
23 The 2020 Lost Time Accigent
number has been restated to 15,
from 14 reported wn 2020, due to
the reclassification of an injury
and follow up treatment

Employee
engagement

Why is this a KPI?

The engogernent of our
employees s key to retaining
the existing skills and
promoting and attracting
employees whe bring new
1deas and capabilities

Definition

We carry out an annwal
employee survey as part of
our ‘IMI'Way Day' and use

the response to the question
‘Iwould recommend my
business (IM1) as o good
employer to friends and
family' as o gauge of employee
engagement - this is sourced
via a group worksheet as part
of the IMI Way Day activties
For the first time in 2027 we
introduced an anonyrmised
individual survey ~ Gre Big
Voice From next year we

will report the response to
this question from the
anonymised survey

Performance

We continue to maintain a high
percentage of ernployees that
would recommend M| as a
good emplover to farmify

and friends.

CQ, intensity

Grosn1CC2e
per 1,000
hours worked

Why is this a KPI?

Qur purpose [Breakthrough
Engineering for a better world]
drives our strategy and our
ambition, Including our
commitment to haive our total
CO: intensity by 2030 (based
on 2019 Scope Tand Scope

2 errussians)

Definition

We measure our prograss in
this areq by trocking our total
CO. intensity This is calculated
by looking at the rate of total
Scope 1and Scope 2 emisstons
{tonnes CC;e) per 1,000
hours worked

Performance

In 2027 our tote! CO: intensity
reduced to 2 30 reflecting
the Group's continued focus
andentifying and delvering
on projects to reduce our
carbon ermssions

Organic sales
growth

Why is this a KPI?
Delivering consistent growth
1s en important part of
bulding sustainabie value
for shareholders

Definition

Organic sales 1s stated at
censtant exchange rates and
excludes the incremental effect
of acguisitions and disposals
For 2021 that means we are
excluding the five months of
sales for IMlinterAtpea in 2020
where IM! interAtiva was not
owned in 2021 and the results of
the recent acguisition, Adaptos,
for the 2 weeks of ownershipin
December 2027 were excluded

Performance

Organic sales growth was 7%
In 2021 due to the recovery
following the mpact of the
pandermuc last year and
included early results from
the Growth Hup
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Our KPlIs have been designed to drive the Group towards meeting our strategic
objectives outlined in our business model. See pages 16 and 17 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 earnings
per share

Adjusted Cash conversion Return on invested
operating profit capital™

Why is this a KPI? Why is this a KPI? Why is this o KPI? Why is this a KPI?
Growing our profits wall Cash generation supports The measure provides an Creating consistent long-term
ultimetely generate value for Investment in our business and indication of IMI's ability to value for shareholders.
our shareholders and create endbles the Group to provide deploy capital effectively.
more opportunity to invest returns to shareholders . Definition
further through dividends. Strong cash Definition Adjusted profit after tax
generation also ensures a strong Ad|usted operating profit after divided by the weighted
Definition balance sheet, giving customers tax divided by average capitol average number of basic
The Group's operating profit ond suppliers canfidence in nvested. Capital invested ordnary shares
pefore the adjusting items the future of the Group (previously caprtal employed)
described in Note 3, which is defined as net assets Performance
ensures a consistent basis Definition adjusted to remove net debt, Adjusted earmings per share
for comparisen, Cash conversion s the adjusted derwative assets/liabilities, increased in the year to 92 Op.
operating cash flow as a defined benefit pension position
Performance percentage of the adjusted (net of deferred tax) and to
Ad)usted operating prefit operating profit reverse historical )/mpairments
improved in 2021 reflective of of goodwill and omortisation
the commercial ond eperational Performance of acquired intangible assets.
focus duning the yeor, Adiusted Cash corversion is colculated as See the calculation on page 67
operating margin improved £2739m of adjusted operating
140bps to 17 0% cash flow dwvided by £318 Tm of Performance
adjusted cperating profit and as The Group's Return on Invested
d result was 86% in 2021. Cash Caprtalimproved in 2021 to
conversion reduced year on year 13.2%, reflecting the profit
portly due to growth and partly impravement in the year despite
because we maintained higher the adverse impact of the
inventories due te the global acguisition of Adaptas
supply chain challenges to Solutions, which reduced the
ensure service to customers metric by O 7%.
was mantained.
** This metric 1s the sarme as that Adjusted operating profit is
presented in 2020, however it a target for the 2021 & 2022
was previously referred to as annual bonus, Return on
Return on Capital Emgoloyed Invested Capital and Adjusted
and has been renamed to X
Return on Invested Capital to earnings per share are
better describe the metric performance targets for the
References to capital employed 2020, 2021 & 2022 IIP. See page
have also been updated to 128 for further details.

capital invested
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How we manage risk

Our risk management processes are embedded throughout
our businesses and are designed to identify, evaluate and
manage the risks which could impact our performance, our
reputation or our ability to execute successfully our strategy.

Qur risk management framework

The Board has overall responsibility for ensuring that we manage
our risk exposure appropriately to achieve our strategic abjectives
and build sustainable shareholder value. This involves assessment
of principal risks, emerging risks and including climate-related
risks and opportunities,

The Board determines our risk appetite and reviews the risk
management processes we operate. The Board delegates
responsibility for implementing and monitoring internal controls
and other elements of risk management to the Chief Executive
and the executive team. The Board has also tasked its
committees with responsibility for key areas of risk, as follows:

» oversight of financial reporting, internal financial controls
and agssurance processes — the Audit Committee;

» talent and succession risk - the Nominations Committee; and

» remuneration and incentive structure risk ~ the Remuneration
Committee.

Further information about the reles and responsibilities of
the Board and each Committee is set out on page 89,

How we approach risk management

Qur risk management process is embedded in all our businesses,
utilising all three lines of defence and 1s a core element of our
strategy review and manthly aperational meetings. It provides
guidance on the identrification, evaluation and management

of risks, including emerging risks, which could impact our
performance ond our ability to irmplerent our strotegy.

IMI’s three lines of defence

We review our risks and ensure we have mitigating controls
and processes in place utilising the three lines of defence model.
With each line of defence having a purpose, combined, they
help us provide confidence to the Board and ultimately our
shareholders. Our procedures provide robust assurance aganst
our principal risks set out on pages 74 to 79.

The preventotive and detective controls in place
managed by the operating sites and divisional
teams on o day-to-day basis

First line

Second line As part of the overall control environment further

detective processes, for exarnple, via comphonce

teams across multiple disciphines (Qualty, Supply
Chain, Heglth & Safety, Legal & Complionce),

are n place ta oversee further rigk management
Third Line Group ond divisional gssurance teams review

and report on the effectiveness of our rnisk

management
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Lines of Level Risk management process
defence
i 2 3
X Board c L e Approves the strategy, determines risk appetite and reviews biannually
ommunicating ; .
trateqy through principal nsks and annually the effectiveness of internal controls.
s gy throug Herizon scans for emerging risks
- o the organisation
X X IMIExecutive N Monitors and reviews risk management processes and reviews bi-annually
Committee a detalled analysis of the Group's nisk profile inciuding supporting dvisional
data and the actions undertaken
Regulators 8‘_ Brings a valuable perspective. Whilst not gving assurance, a number of key
External Audit

X  Group Risk &
Assurance

X Divisional
Leadership

Divisional
Assurcnce, Legal
& Compliance

Local & Regional v
Manogement Communication
of the
- effectiveness of
X Operating controls
Companies

3rd parties assist IMlin ensuring practices are up to date and reftect industry
best practice (eg external Growth Hub advisers)

Determines principal risks and mitigation strategies and reports on the
effectiveness of internal controls

Monitors changes in the nisk profile and is respensible for ensuring nisk
management culture 1s iIntegrated across the division and aligned to the
Group's objectives

Provides assurance on internal controls, operating systems and nisk
management processes, including legal compliance matters

Operates local nternal control systerns and provide monthly updates on
key risks, mitigation and controls through incorporation of risk profile data
in monthly management reporting process

The operational teams provide the first fine of defence by following defined
policies and ensuring the effective running of key operating systems, local

ownership and accountability of risk ownership and mitigation.

Emerging risks

The Board assesses the risks that could impact the Group which
have not yet occurred but are at an early stage of becoming
known and are expected to becorne more significant. All monitor
and review ermerging risks as part of our monthly cperational
performance reviews and Executive Committee meetings.
Consideration of emerging risks also forms part of our strategy
review process.

Ermerging risks that could be relevant to our business include
geopolitical instability and greater isolationtsm (reducing the
previous trend of globalisation} and new technological advances
including artificial intelligence, robotisation and the ‘Internet of
Things|, in particular digital capabilities embedded in products
that enable predictive maintenance and reduce unplanned
downtime. These advances could impact our business model
particularly if we are slow to respond to custemer demand.

Previously the Board highlighted cimate change as an emerging
risk. The section that follows highlights how we helieve our
existing principal risks include elements of climate change risk.
With the assistance of external consultants, a significant
amount of work has been undertaken this year to understand
our climate change related risks and opportunities.
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How we manage risk

Climate change

In the 2020 Annual Report, we noted that climate change
creates potential disruption risks for our business, influences
the expectations of our key stakeholders, and continues to drive
dermand for our products and services.

As opposed to creating one additional risk regarding climate
change, the Board believes there are several principal nisks
which alrecdy cover the potential impact of climate change.

» Business disruption dve to natural disasters - which covers
the physical nsks of climate change

» Breach of legislation - including the risk that IM| were to
breach country spedific legisiation on carbon initiatives,
industry standards, material restrictions etc

» Talent risk/Reputational risk - the impact o peor ESG
strategy or reputational chmate incidents would have on
the ability to retain and attract premium talent

» Supply chain - the impact on the cost, availability, and delivery
times of key components due to disruptive transition risks
towards low carbon energy efficient products

» New Product Development - the ability to adapt to
new customer problems and realise the climate
opportunities identified.

As noted on page 35, the Board have set a goal of halving IMI's
total CO; ntensity by 2030 (bosed on Scope 1 & 2 emissions
from a 2019 baseline). Achieving this milestone will allow us

to fulfil our ambition to be net zero by 2040. In 2022, we will
engage with suppliers and set a strategy for the reduction

of Scope 3 emissions (see page 42 for further detaits of our
calculation of total greenhouse gas emissions). The Board

1s ultimately responsible for assessing and managing climate-
related risks and opportunities (see page 34 for more
information on Better World governance}. To review the resiience
of the Board's strategy through the lens of climate change,

a Climate Risk Group ('CRG} was set up inviting key individuals
from across the Group (facilities, operations, legal and business
development}, who, alongside our environmental consultants
Ricardo, carried out an analysis of climate risks and opportunities
for IMI using the TCFD framewcerk. As with principal risks,

an analysis was performed of the impact (for example the
sensitivity of business units to climate events and their ability to
mitigate or take advantage of those events) and the probability
of the climate events occurring. Those risks highlighted on page
73 have a high mpact and high likelihood in at least one of the
reference scenaros outlined in the column to the right.

The analysis looked at the resilience of the Board's strategy over
the short (by 2025), medium {by 2030} and long-term (2040).
The analysis highhghted that climote change, regordiess of the
scenanos used, will present IM|wath risks, and also opportunities
in the future, but that none of the priority risks identified posed
a high impact risk to IMI's strateqy in the short-term. The
analysis does nighlight the risk that by 2030 a decline in the oit
and gas secter could have a high impact on IMl unless successful
mitigating actions are taken. The Board's strateqy, particularly
within the IMI Critical Engineering division, already incorporates

this potential scenario. Going forward, climate risk reviews will
be integrated into the ongoing nsk management process and
be reported back to the Board on a regular basis.

The CRG identified two internationally recognised external
reference scenarios to be used in the climate risk review:

Reference scenarios

EU ALLBANK - assurmes implementation of intensive
decarhonisation policies and is consistent with a 1.5°C
warming trajectory, and

EU BSL - assumes regulations will remnain largely unchanged
from today and physical risks will intensify (3°C warming).

The CRG did an initial horizon scan which identified 63 potential
climate-related risks and opportunities

Vv

Next, the CRG conducted climate materiality assessments to
identify clirmate risks reloted to physical and transition risks of rising
global temperatures, climate-related policy, emerging technologies
and market changes. This identified 20 key areas of focus,

\ 4

The next step was to carry out a scenarios analysis of the identified
risks ond opportunities aligned with the TCFD methodology and to
quantify risks and opportunities where possible. This identified the
highest priority climate-related risks and opportunities where the
analysis suggested a high impact and high likelihood in at least one
of the reference scenarios.

v

The CRG then carried out a deeper dive on the highest priority risks and
opportunities to identify mext steps and actions. The highest priority
climate-related risks and opportunities hove been identified and are
sat out on the next poge.

Our approach to assessing climate change risk

change
priorities
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TOP RISKS:

» Floods and extreme weather events

» Scarcity/high costs of materials (metal)
» Water scarcity
» Decline in Gil & Gas sector

TOP OPPORTUNITIES:

» Increased demand for energy efficient/low carbon products/
low emission technologies

» Hydrogen

» Circular Economy

Top Risks Description Mitigation
Floods and Should global temperatures rise, the frequency and IMi 1s aware of which sites currently have an elevated risk to natural disasters
extreme Intensity of weather asvents will increase, which Each IMI site has majer inaident plans with specific events (for example cur Kebe
weather may lead to floods or storms causing damage plant in Japan, practiced a full evacuation response for World Tsunami Awareness
events and/or restricting operations [n the 3°C warming Day 2021) |n addition, the geographic spread of the businesses limits the impact
scenario, the peak impact of this could be seen as to our customers, with ducl sourcing, alternative production pretocols 1n place
early as 2050 This would result in reduced output, Over the short-terrn IMlwill continue to study climate change moedels to determine
high replacement costs, higher insurance premia the expected probability and iImpact of storm/flood damage to our sites and ensure
{assuming ceverage remains avalable), the setting up business continuity plans are adapted occerdingly, which may include in the medium
of back-up facilties and greater remote working. termn upgraded facilities and defences Future mitigation may also involve the use
of site-specific scenarios, te deterrnine the expected probability to starm/flood
damage and ensure business continuity plans are adapted accordingly
Searcity/ The aggressive drive to phase out products ke Engineering and procurement teams continue to review the components within
high plastics or metals may, by 2030, affect the availability our products and where relevant gain certificatiens an more sustainable
costs of of material supply or the cost of certain products components, reviewing sourcing policies te ensure good avalability and pricing
materials (either due to the cost of upgrading equiprent, on materials. In the medium-term product reviews will lock at whether more
(metal) purchasing ‘cleaner’ matenals or due to lost fundamental preduct redesigns will be required
revenues) In the worst-case scenano, monufacturing
of some products may need to be discontinued
Water Regardless of the scenario used, some of IMI's raw In the short-term IMI will continue to review the content of our products and
scarcity materials such as plastic and steel could, in just a few implement sourcing policies which take inte account the potential avallability and
yedrs, be susceptible to in-country water avallability pricing of key materials. In the medium-term IM! will review those materials that
1ssues, hydro-climatic extremes {such as drought or are likely to face restrictions and look at the possibilities of redesigning products
floading); and associated political, sociol, economic to reduce or elminate their content Without mitigating measures, this could
and regulatary influences. have a high impact to IMIin the long-term
Decline in With stricter climate-related regulgtion, in the IMI 15 supporting our customers to reduce ermissions, search for increased energy
Oil & Gas short-term, fossi! fuel-related activities and the Il & efficiency and the ability te monitor Scope 1 & 2 emussions
sector Gas sector are likely to decline le_en that some IMI IMi 15 well ploced to take advantage of new product opportunities and adjacent
preducts support technologies which rely on fossil It " et
fuels, the phase out of those technologies may result arernative marets
in the loss of business for the affected IMI praducts
Top Opportunities Description

Increased demand for
energy efficient/low

carbon products/ low
emission technologies

Hydrogen

Circular Economy

With more demanding decarbonisation pelicies and standards, businesses lookmg to reduce their emissions and changing
consumer preferences the demand for highly energy efficient / low carbon preducts and/or the ability to monitor Scope 1& 2
ermuissions will ncrease. IMI (in particular IMI Hydronic Engineering} is being pasitioned to provide such products on the morket,
which 15 ikely to result in increased sales and as a result higher revenue.

IMt 15 well placed to provide products which support the transition to low carbon, for example, the increased use of hydrogen
See page 30 for more information on IMI gnd hydrogen

M| Critical Engineering uses certain technologies which allow for re-use of matenals (for example, 30 printing). Increased policy

and consumer focus may incrense demand for IMI products, as well as help reduce manufactuning costs
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Principal risks and uncertainties

Qur principal risks Our risk appetite

The Board aisc assesses the Group's principal risks which are . . .

detalled on pages 74 to 79. The principal risks facing the Group Risk appetite  Definition

are shown in order of priority in the table below. This analysis rating

covers how each risk (net of mitigating controls) could impact Very prudent  No/very low tolerance to risk, regardless of the cost
our strategy, our risk appetite to the particular risk, how aur of the required controls.

assessment has changed during 2021 end explains what we :

are doing to monitor and mitigate each risk area. Prudent A low-risk approach vio sufficient end proportionci

controls and mitigaton, In the knowledge this will
hrrut any potential reward.

Balanced Applied in circumstances where there 15 o high
chance of success, equal consideraticn is given
to the achievement of strategic objectives and
potential negative nisk impact.

Risk reduction not carried out n instances of
dispropartional cost.

Receptive Elevated tevels of risk accepted in the case of

opportunities that offer improved returns.
Very High levels of risk accepted in the case of unproven
receptive or new projects that offer significant returns or

growth potential.

Risk rating & appetite, link to strategy Description and change in year Risk mitigation including specific 2021 actions

and key elements

1, Failure to manage the supply chain Failure to manage the supply ¢chain could The procurement strategy is to get supply chain

(Operational Risk) have a material impact on our financial teams working closer with production teams

performance and reputation. to understaond future demand with greater

Risk rating accuracy. The divisional procurement teams

VERY HIGH continua to perfarm thorough reviews of aur
o supplier base, signing framework agreements

Impect. High Likelihood: High where necessary, utilising tooling registers,

Increased creating dudi sourcing and working towards

isk a ite ‘ 2 b
R ppetit Increased economic demnand, energy price diversification of supply chains, and |ook|n_g‘c1t
Prudent shocks, weather events, scarcity of some key moving the supply chain closer to our facilities
Link to strat matenals and the ongoing disruption caused by and creating safety stocks where needed.

- nkto egy ) COVID-19, has increased the nsks associated Procurement teams assess specific Supplier

Strengthening customer intimacy with recering matenals in the right place, at Code of Conduct risks across the divisional supply

Reducing complexity the right quality and at the nght time. chains and audit high nisk suppliers for all aspects
of supply chain nsk including Modern Slavery

Oriving market-led innovation The teamns also hold reguiar review meetings
with key suppliers, and as required, deploy

Digital escalation meetings

Links to ather risk elements
Mocre-economic & geopolitical

Chimate change/Naturaf Disasters

Poland leaving the EU
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Risk rating & appetite, link to strategy

and key elements

Description and change in year

Risk mitigation including specific 2021 actions

2. Global economic or
political uncertainty
(Operational Risk)

Risk rating
HIGH
Impact: High Likelihood: Moderate

Risk appetite
Balanced

Link to strategy

Strengthening custorer intimacy
Reducing complexity

Driving market-led innovation
Links to other risk elements
Climate change/Natural Disasters
Poland leaving the EU

Poor forecasting accuracy

Foreign Currency fluctuations

Russia/Ukraine tensions

The Group operates in diverse globul 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 a result negatively
impact revenue and our ability to deliver our
strategy and achieve market expectations.

Increased

Given the current global macroeconomic
situation we consider this to have increased.

The strong ecenomic recovery as the worid
slowly comes to terms with the COVID-19
pandemic has reduced this risk from VERY
HIGH last year to HIGH. IMI Critical continues
to face highly competitive markets and faces o
structural decline in the new construction fossil
power sector. IMI Hydronic has seen strong
investrment in new construction and

IMI Precision has benefited from strong
demand in several of its key sectors.

The Group, in particular IMI Hydronic, continue
to keep a watching brief on political tensions
between Poland and the EU.

[Direct exposure to Russia and Ukraine are
imited and represented 2% of Group revenue
n 2021

We compile annual strategic plans and mointain
a balanced portfolic operating across arunge
of markets, sectors and geographies with

no single dependency.

Our divisions ensure therr forecasting processes
include scenano stress testing, reviews of
sector metrics and early indications of reduced
customer demand to allow prodetive and rapid
management of plant output.

Initiatives like "Voice of the Custormer’ and
Growth Hub alongside existing key relationships
brings IMI closer to the customer and therefore
should allow greater ability to predict shufts

in demand.

We have continued to improve our performaonce
during the year through rationalisation and
restructuring programmes,

3. Business disruption /
Natvural disasters
{Operational Risk)

Risk rating
HIGH
Impact: Hgh Likelihood: Moderate

Risk appetite
Very prudent

Link to strategy

Strengthening customer intimacy
Reducing complexity

Digital

Links to other risk elements
Climate change

Global pandemics

The risk to life or disruption to production
caused by large scale events such as,
pondemics, fires, floods, international
conflicts etc.

Decreased

The impact of COVID-12 continued to be felt
all around the world in 2021. Whilst recogrising
the potentral impact continves to be matenal,
well tested disease control and contingency
measures alongside the giohal rollout of
vaccines has enabled us to reduce the

rating from last year's VERY HIGH

The disciplines from 2020 continued to be in
place throughout 2021, With the Executive
team, supported by a cross-function, cross-
divisional team leading mitigation measures with
monthly meetings supported by weekly updates.
Where passible IMI continues to support lecal
testing and vaccination programmes and has
retained robust infection control measures (sociol
distancing, provision of personal protection
equipment, thermal cameras} and promoted
greater flexibility in working arrangements.

Site risk assessrnents and response plans
continue to be tested regularly

Through the wark performed in 2021 alengside
external environmental consultants a greater
understanding of the physical risks posed by
climate change and the mitigoting actions
required has been obtained. See pages 72 and 73.




76

Principal risks and uncertainties

Risk rating £ appetite, link to strategy
and key elements

Description and change in year
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Risk mitigation including specific 2021 actions

4. Competitive markets
{Operational Risk)

Risk rating
HIGH
Impact: Moderate Likelihood: High

Risk appetite
Receptive

Link to strategy

Strengthening customer intimacy
Reducing carmplexity

Driving market-led innovation
Digital

Links to other risk elements
Margin erosion

Competitive pressures

Loss of critical custemers

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

Even prior to the pandemic several of our
markets were seeing levels of reduced demand
Transitenal nsks around chmate change

could continue to see the decline in the Oil

& Gas sector

We also have a M&A strategy which locks
to appiy our expertise and ability to create
synergistic benefits in established, new and
adjacent market sectors. This has been
demonstrated through the recent purchase
of Adaptas Sclutions.

Our Growth Hub, with 1ts use of externat advisory
boards, plus New Product Development Ignite
and Growth Accelerator progremmes, aims to
create significant customer-pull and uncover
new opportunities by solving our customers

key problems through advanced applications
engineering, helping us deliver more competitive
products

We monitor competition risk via selected
indicators during the monthly operational reviews
undertaken by each of our businesses. We also
defend our trademarks and brands and continue
to develop cur market leading applications
engineenng expertise.

5. Unauthorised access to
our T systems
{Operational Risk)

Risk rating
HIGH
Impact: Moderate Likelihood: High

Risk appetite
Very prudent

Link to strategy
Reducing cormplexity

Digital

As the digital ond security threat environment
is quickly evolving, we cannot guarantee

that our 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.

Intreased

During 2021, we continued to detect, block
and rermediate threats on on ongoing bosis
with a visible increase in the velume and
complexity of threats (including maiware,
ransermware, attempted data theft, credential
theft, prishing and external hacking attempts)
IMI Precision Engineering was the subject

of such an attack in February 2021 and

the contingency plans were put inte effect
successfully to minimise the disruption to
customers. IMi continues to look to increase
our iInvestment in detective and preventative
IT measures

We have a well-developed multi-year IT

securtty strategy, which Is reviewed monthly

We continue to implernent iImprovements £o our
IT infrastructure to keep abreast of new threats.

We continue to make enhancerments to (T
infrastructure and defences, digital forensic
capabilities and penetration testing.

We regularly test our disaster recovery plans
to ensure we have stringent system back-up
procedures i place.
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Risk rating & appetite, link to strategy

and key elements

Descriptionland,changelinyeay

&. Failure to deliver major
transformational projects
on time and on budget
(Operational Risk)

Risk rating
HIGH
Impoct: Moderate Likelihoed: High

Risk appetite
Prudent

Link to strategy

Strengthening customer intimacy
Reducing complexity

Digital

Links to other risk elements
IT/ERP project implementations

Risk mitigation including specific 2021 actions

i The Group is continually evolving and

2 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.

<>

No change

W g

Whilst both IMI Critical and IMI Hydronic

have recently successfully completed chonge
management programmes, IMI Precision are in
the middle of their Customer First and Fit For
Growth programmes, which are of significant
size and need to be managed proactively.

We have deep and extensive restructuring and
integration expertise.

We operate robust and proven processes to
manage and monitor major projects, ncluding
setting clear and measurable milestones

which are reviewed regularly by ocur Executive
Committee ond divisional management teams.

Divistonal restructunng costs ond the associated
benefits are tracked agamnst torgets on a
monthly basis.

Project monagement and governance processes
underpin all IT projects to support efficient ERP
system roll out.

7. Talent
(Operational Risk)

Risk rating
HIGH
Impact: Mederate Likelihood: High

Risk appetite
Balancea

Link to strategy

Strengthening customer intimacy
Reducing complexity

Driving market-led innovation
Digital

Links to other risk elements

ESG

Global macro-economic uncertainty

Health & Sofety

The inability to attract talent or retaina
diverse set of employees with the required
set of skills and experience in the desired
territories,

®

In¢reased

The greater focus on new products, new
delivery chanrels and a different way of
working, places greater strains on current
employees and may require recruitment into
new areas (digital, entrepreneurial, product
development) where IM| has less expenence.

The impact of the pandemic, the boost on
economic growth and employment from the
gradual opening of developed economies has
seen, In seme geographies, woge inflation,

a potential scarcity In the desired skills and
therefore a significant premium for the type
of talent IMt seeks.

The risk is regularly assessed by the proactive
monitoring by HR Business Partners of regretted
turnover, exit interviews, performance objectives
and successicn plans.

External consultants are used to ensure the
appropriateness and competitiveness of
remuneration. There has also been a greater use
of flexible working and a wider range of voluntary
employee benefits.

The introduction of a new internal
communications platferm, Workplace,

gives a broader and more direct communication
channelinto employees and there is a continuing
increase in transparency and recognition for
greater inclusion and diversity and mental
heclth awareness.
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Principal risks and uncertainties

Risk rating & appetite, link to strategy

dnd key elements

Description and change in yeor

Risk mitigation including specific 2021 actions

8. Failure to comply with legislation or
a breach of our own high stundards

of ethical behaviour
{Legal & Compliance Risk)

Risk rating
MEDIUM
Impacet: High Likelihood: Low

Risk appetite

Very prydent

Link to strategy

Driving rarket-led innovation
Strengthening customer iIntimacy
Reducing complexity

Digrtat

Links to other risk elements
ESG/Climate change

Health & Safety

Tax compliance

We have an established framework which
demands the highest standards of ethics
and regulatory compliance across all our
businesses. As we expand cur operations
to achieve growth, it is essential that we
maintain these standards. A breach of
legislative requirements in relfation to tax,
anti-bribery, fravd and competition law
could result in financial and reputational
damage. The markets in which IMl operates,
particularly in iMI Critical, make the risk of
reguiatory breach an area of focus.

<>

No change

We continue to operate in similar markets
as last year, with no significant changes
in legislation.

Each division assesses its own compliance risk
and formulates an annual divisional compliance
plan which 15 implemented by each Division's
General Counsel, wha report to the respective
Divisional Managing Director. Due diligence on
third parties, trade sanctions and customers

are the subject of standard operating procedures
and carnied out by the divisions using

Group-wide software.

The wider reach of the new expanded intranet
now gives employees a much greater depth

of information on the key areas. In addition,
dedicated resources at both the Group and
divisional level ensure employees are provided '
with the necessary training, guidelines and

standard operating policies to ensure that

everybody 1s cware of the conduct expected from

them, in particular in relation to the key risk areas

of anti-bnibery and corruption, ant-trust and

economic and trade sanctions.

In 2021, we distributed two online training
modules, one on anti-bribery & corruption and
ancther on competition law for select employees
to complete, with completion percentages
rigorously monitored. In addition, detaited training
is given to staff in mare commercial roles wha
have significant autenomy to contract with
customers and suppliers

We operate a confidential independent hotline
to report concerns {see page 53)

9. Quality issues leading to product
recdll, warranty issues, injury,
damage or disruption to
customers’ business
{Opergtional Risk)

Risk rating
MEDIUM

Impact Moderate Likelihcod: Moderate

Risk appetite
Very prudent

Link to strategy

Strengthening customer intimacy
Reducing complexity

Driving market-led innovation
Digrtal

Links to other risk elements
Reputation

Developing innovetive and technologically
advanced products is at the heart of IMLI.
The quality and safety of our products and
services is of the highest importance and
failure to deliver the quality required could
result in negative financial and
reputational damage.

Decreased

This area continues to be a key focus for cur
businesses, by minimising the cost of quality
and warranty clams. During the year, IM|
Critical performed a Value Analysis and Value
Engineering exercise on afl recent new products
and no 1ssues were noted Quality trends in
2021 especially with Ml Hydrenic and IMI
Precision continue to be very positive.

We have a continuing focus on product quality
and detailed mapping of our engineering
resources across our customers and geographies.

Across our operational platform we have
well embedded Lean Assessment quality
improvement programmes, Obaya reviews
and Advaonced Product Quality Planning
processes. Qur most critical projects include
extensive testing of the finished product
and customer sign-off.

IMI Precision have also widened their quality
training during the year, for example by
broadening its FMEA (Foilure Mode & Effects
Analysis} training and ensuring all quaiity
leads receive Problem Seolving training.
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Risk rating & appetite, link to strategy
and key elements

Description and change in year

Risk mitigation including specific 2021 actions

10. Failure to integrate acquisitions
successfully and deliver the
required synergies
(Operational Risk)

Risk rating
MEDIUM
Impact: Mederate  Likelihood: Moderate

Risk appetite
Receptive

Link to strategy

Reducing complexity

Digital

Links to other risk elements
Competitive markets

Glebal economic uncertainty

Underperforming acquisitions deliver below
expectation syhergies and reduced profit.
If material, this can significantly impact
shareholder valve,

<>

No change

IMI acquired Adaptas in December 2021 and
the acquisitions of PBM 1n 2019, and Bimba
in 2017. We track these acquisitions to ensure
they deliver value, planned synergies and that
IM1 provides ongoing support and training for
the local management teoms.

We have in-house M&A expertise and,
as highiighted previously, opercte a proven,
structured integration process.

The strategic review process helps identify
value enhancing acquisitions which would align
with the Group's strategy. Once identified,

a formalised acquisition approval, due diligence
and integration process is followed. Upon
completion, a detalled 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.
The Board carries out a review in year 3 ofter
each acquisition.

11. New product development
{Operational Risk)

Risk rating
MEDIUM
Impact: Moderate Likelihood: Moderate

Risk appetite
Receptive

Link to strategy

Strengthening customer intimacy
Reducing complexity

Driving market-led innovation
Digital

Links to other risk elements
Competitive pressures

Global macre-econermic uncertainty

ESG/Climate change

Failure to deliver market leading products on
time and on budget, could impact our ability
to grow.

<>

No change

Cne of our core values 1s customer intirmacy,
ensuring unmet and emerging custemer

needs are at the core of our operations. The
Growth Hub programmes, rather than starting
with existing products, aim to start with the
custemer, working with them to understand
their prablems and find the solution together.

The use of the IMI Growth Advisory Board and
the expansion of the Growth Hub, including
the use of external experts, gims to ensure
appropriate processes ond governance are in
place to avoid new product concentration risk,
projects are scalable and relevant teams have
the bandwidth to deliver successful new
products/services effectively.

The use of the New Product Development

Ignite pracess allows a much shorter validotion
window to determine if the proposed solution to
a customer problem has a viable business and
value proposition. This sherter timetable allows
efficient use of resources to ensure only the most
appropriote solutions are developed.

We have established centres of design and
technological excellence across our businesses.
Each dvision 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
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Viability statement

Viability statement

The directors have assessed the viability of the Group over

o relevant period, taking inte account the Group's financial

and trading position as summarised in this Annual Report,

the principal risks and uncertainties set cut on pages 74 to 79,
the Group's going concern assessment set out on page 153 and
the five-year business plan reviewed by the Board in September
2021. Based en this assessment, ond other matters 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 liabilities as they fail due
over the period from the date of this Annual Repeort to 31
December 2026.

The directors determinad that the pericd to 31 December
2026 constituted an appropriate period over which to make
its assessment of viability. Whilst the directors have no reason
to believe the Company will not be viable over alonger timing
horizon, the five-year period to 31 December 2026 was chosen
as it was aligned with the Company’s business and strategic
plonning timing horizon and is a sensible perod for such an
assessment. It is believed this period provides readers of the
Annual Report with an appropnately long-term view with which
to assess the Company's prospects although future outcomes
cannot be predicted with certainty

The Board has considered the long-term prospects of the
Company based on the strategy, markets and business model
as outlined previously within this repert. In the Strategic review
of the Group, the Beard highlights a number of focters that
underpin its long-term prospects and viability. These include:

» Clear customer-focused strategy delivering [Breakthrough
Engineering for a better world]. Soiving acute industry problems
with market-leading expertise, strong brands and the best people;

» Increasing exposure to attractive global markets, supported
by our Growth Hub programme and targeted M&A;

» Robust social and governance policies, for a stronger,
more responsible and more inclusive organisation;

» Differentiated enwironmental profile — led by our customer
solutions that enable energy efficiency, sustainability and safety;

» A clear business model committed to delivering sustainable
value to all our stakeholders, through Value Teday and
Value Tomorrow strategies and the increasing use of
digital capabilities; and

» Strong balance sheet offering strategic flexibility alongside
disciplined financial objectives.

The business plan was used to assess the headroom on the
Company's facilities and to model stress tests for ongoing
covenant compliance under scenarics where its principal risks
materialise The analysis considered both running business’ risks,
such as reducing revenues and margins, as weltl as one-off ‘event’
risks such as product recalls.

The scenarios considered were as fallows:

Scenario 1; A modest globol macroeconomic recession in 2022 representing
a 5% reduction in revenues.

Link to principal risks' global econormic or political uncertainty.

Scenario 2: A preduct recall with ¢ one-of f cost of £200m

Link to principal nisks: Quality issues leading to product recall, warranty
issues, injury, damage or disruption to customers’ business.

Scenario 3: A severe global macroeconomic recession in 2022 representing
a 15% reduction in revenues.

Link to principal nsks: failure to manage the supply chain; global economic
or polibicat uncertainty; business disruption/naturdl disasters.

Scenario 4: This scenario considers the combined impact of scenario 2 ond
3, both a £200m product recall and a 15% reduction in revenues due to
MACrEecoNGMIC recassion,

Link to principal nisks: Quality 1ssues leading to product recall, warranty
issues, mury, domage or disruption to custormers’ business; global economic
ar political uncertainty, business disruption/natural disasters

Finally, the Board considered a reverse stress test which
demonstrated that a breach of covenants would not occur
uriless there was an extreme unforeseen event causing

a revenue reduction of greater than 34% in the 12 months
following approval of the Annual Report and Accounts.
Mitigating actions considered for this reverse stress test include,
but are not limited to, reducing working capital, restricting
copital expenditure, reducing overhead spend and employee
costs and cutting or suspending dividend payments to
shareholders. The mitigating octions do not assume any special
governmental suppert other than normally available schermes
such as short-term working in certain countries

The Board considered the Group's lquidity, available banking
facilities and banking covenants, details of which are included
in the going concern statement on page 153. The Board also
considered the Company's ability to raise capital in the future,
as well as both the engoing actions undertaken to prevent
occurrence and the potential gctions to mitigate the impact
of any particulor nsk. In making 1ts assessment, the Board
recognised the principai nsks facing the Company, Including
those that would threaten its business model, future
performance, solvency or liguidity A surnmary of these nisks
can be found on pages 74 to 79.

The directors’ assessment also recogrised a number of

key features of the Group's operations The Group's wide
geographical and sector diversification, and the spread of
activities across many production sites, help rminimise the risk

of serious business interruption. Furthermore, our business model
is structured so that the Group 1s not overly reliant on a few large
customers. Our largest customer constitutes only 3% of Group
revenue and our top 20 customers account for just under 16%

of Group revenue. In addition, our abihty to flex cur 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 Compony and the Group have adequate
resources to continue In operational existence for the
foreseeable future and for o period of at least twelve months
(25 February 2023) following the approval of the Annual Report
& Accounts. Accordingly, they continue to adopt the going
concern basis in preparing the financial statements. Further
details are included within Note 1 to the financiol statements.

o [T IMI Critdeat Enginaaring -
el Kobe, Jopan
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Board of Directors

Nationality

"‘ British

Lord Smith
of Kelvin
Chair

British
Roy Twite
Chief Executive
* Arrerican
British
Daniel Shook
Finance Director
Danish

Thomas Thune
Andersen

Senior independeant
non-executive director

* Listed company directorship

Committee Date of
membership appeintment
Nominations 2015
Committee - Char
Executive 2019 as Chief
Committee Executive
and 2007
as director
Executive 2005
Cornmittee
Nominations 208
Committee

Audit Committee

Non-axecutive
director responsible
for employee
engagement and
ESG matters

Expertise

Significant UK and
interngtional board
experience

Extensive knowledge of
both engineenng and
manufacturing

Strang track record in
private equity, mergers
and acquisitions
Speciabst capability in
finance

Proven organisgtional and
engineenng expertise

Management capability

having run all of IM{s dwisions

Extensive knowledge of end-
markets and customer base

Extensve finaneal
management experience

Extensive knowledge

of complex process
manyfactuning agress a
range of industrigl sectors

Strong mternatignal
perspective, having worked in
a number of key geographies
during his time with two
leading global businesses

Experienced internatianal
business leader in sectors
ncluding oil, energy, marine
and enticol infrastructure

Broad expenience a3 anon-
executive director of various
public companies

Specal nterest N ESG
matters in particular
corporate governance and
chmate change 1ssues

Key external
sppointments

Non-executive Char of
Scottish Enterprise

Non-executive Chair of
the Briush Business
Bank ple

Norn-executive director
of Halma plc*

Non-executive director
and Chair of Audit
Committee of Ultra
Electronics Holdings plc*

Chair of Lloyds Reqister
Group

Charr of Orsted A/S*
Non-executive director
of Green Hydrogen
Systemns®

Member of the Danish
Committee for Good
Corporate Governance
Non-executive directar
of BW Group Ltd
Charr of VRK Holdings
A/S

Specific
contribution

Extensive international
business, sector and
board level experience
enables Lore Srauth's
valuable leadership of
the Board and drives
his commitment to
robust corporote
gavernance

Drawing on his general
management and
operational experience,
Roy brings clear
strateqic leadership and
a deep understanding of
the engineenng sector,
the Group's drasions and
stakeholders to lead and
inspire the Group

Doniel contributes his
considerable gkabal,
financial and business
development experience
from large muttinational
companies to drive
strong financiol
leadership and support
the growth of the Group

Thornas brings o weaith
of international business
and beard level
experence to his role as
Senwor Independent
Drrector and draws on
his broad knowledge
and personal interest in
sustanability and
culture when performing
his designated employee
engagement and ESG
actmties
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Nationality Committee Date of Expertise Key external Specific
membership appointment appointments contribution
¥
* . British Audit Committee - 2015 Considerable gcceunting, Non-executive director Isobel contributes her
S Chair audit, gevernance and and Audit Committee extansive financial
m Norminations transactions experience Char of The Bankers experience and o
Committee including tume as a member Investrment Trust PLC™ strong understanding
‘l of the UK Accounting Member of the of the audit and
Standards Board and the Internatianal Advisory regulatory landscape
Reporting Review Panel Board ot Edinburgh te chair the A:fdlt
Worked with many University Business Co;ﬂgmttee effectively
T ‘ internationsl businesses School and bring a strong
Isobel Sharp on strategy, sk and focus on governance
sustanability matters
Independent non-
executive director
Irish Nominations 2020 Successful executive career Non-executive director of Caroline brings
Committee In the technology sector DCC ple” substantial global board
Rernuneratian with an industry-leading Non-sxacutive director of level exparience and
Committee - Chair Fortune Global 500 Tyndall National Institute expertise In digizal,
company with operations in . . technology and supply
30 countries g;;‘efert'Ve director of chain managernent
c
Senior executive leadership F Her experience serving
roles across internoticnal on rernuneration
operations including ;omtm't;eestinables
. . supporting cornplex suppl &r To chair the
Caroline Dowling Chg:;g G complex supply Rermuneration
Independent non- Committee effectively
executive director
British Nominations 2018 Senior executive experience Executive Vice President Drawing on her broad,
Comrmittee in major oll companies and Acquisition, Divestment and nternational business
Remuneration investment banking New Business Development and executive
Committes Speciahst knowledge of the at Shell ple experience, Katie shares
Oil & Gas sector valuable insights on
strategy, M&A and new
Excellent corporate finance business developrment
experience including
mergers and acquisitions
Katie Jackson
Independent nen-
executive director
]
American Audit Committee 2021 Experienced in international  Non-executive director Ayai brings significant
British business of Britannia Industries global business and

Dr Ajai Puri
Independent non-
executive director

Strong level of
experience as
recorded in our new
board skills matrix

Nomnations
Committee
Remuneration
Cornmittee

Expert in innovation,
science and technology and
marketing

Holds a PRD in Food Saence

Worked for The Coco-Colo
Company in G variety

of roles in research and
development, innovation,
consumer marketing and
genera) management, nsing
to Servor Vice President

Limited, India*

Non-executive director
of Olam International
Lirmited and mermber of
Audit, Capital and
Investrnent, Caorperate
Responsibility and
Sustainability
Committee

board level expenence,
as well as expertise m
driving inngvation and
developing new business
to support delivery of
the Group's strategy
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Chair's Governance Letter

Dear Shareholder

Guided by our purpose [Breakthrough
Engineering for a better world], the Board has
focused on:

» Safe and engaging working envirenments for
our people and our partners

» Excellent customer service for our customers

» Sustainable, profitable growth

In addition to overseeing the Group's response

to the ongoing pandemic, we have also supported
the Executive team as they navigate an external
environment disrupted by a number of additional
challenging situations including highly competitive
labour markets, uncertain supply chains and
rising inflation. We have reviewed developments
in corporate governance and evolving investor
and sustainability expectations, actioning change
where appropriate.

In 2027, the Board has had a full agenda and

has participated in an uninterrupted meeting
schedule. When it was safe to do so, the Directors
enjoyed the opportunity to meet one another

in person and, for a second year, onfine meeting
tools have continued to play an important

role. I'm pleased that engagement levels have
remained high and we are confident that our
governance has continued to be robust.

Leadership & strategy

Throughout, 2021, we have been guided by our purpose —
[Breakthrough Engineering for a better world] — as we strive for
sustainable, profitable growth whilst generating value for all our
stakeholders, Including our wider communtties. As | mentioned
cn page 5, the Board has been delighted by progress made to
define further our ESG and Better World strategy with the
introduction of new, stretching targets. More information can
be found in the ESG section from page 32 and on our website
www.imiplc.com. Our first report against the requirements of
the Task Force on Climate-related Financial Disclosures (TCFD)
can be found on page 37, with more information on page 72.
Additicnally, we have enhgnced our alignment of executive
remuneration with the introducticn of a new sustainabiirty
target as part of our long-term incentive plan. See page 113

for more infermation.

In December 2021, Adaptas Solutions joined the Group, bringing
with it significant, adjacent opportunities to IM{ Precision
Engineering. Fully aligned with IMI's strategy and purpose, this
acquisition represents a highly attractive opportunity to deepen
IMI Precision Engineering's Life Sciences offering. Integration

is progressing well and | am pleased that the tearm are highly
engaged and motivated.

Board members regularly attend Growth Hub meetings during
which ideas for new products or cpportunities are described.
These discussions provide an excellent way for both the Growth
Hub teams and Board members to share insights and
experience. | om delighted thot meaningful progress has

been made in our Growth Hub projects and 2021 has seen
ancther year of progress — both in terms of orders generated
by them and in the number of employees who have had

direct involvement in how a growth mindset works. Growth
Hub continued to provide an excellent framework to enable
the long-term strategic goals of the Group to be managed
and realised.

Culture

The Board routinely assesses and monitors culture, and ensures
it 1s algned with the Group's purpose, values and strategy.

This year, the Board received insights from the One Big Voice
Survey and considered a new dashboard of cultural indicators
aiigned with our vaiues, which tegether enhanced how the Board
moniters culture. More information about the outcomes of the
One Big Voice Survey can be found on page 44 and the culture
dashboard is described in more detail on page %4.

Demonstrating integrity 1s a key value at 1M, underlining the
importance of our ethics and compliance agenda, and the
workforce 15 encouraged to 'speak up' and raise any concerns
they may have. The Board regularly receives details about the
number and nature of reports made to our hetline. More
information is contained on page 53.
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Developing our relationships with
stakeholders

During the year the Board reviewed the Group's key stakeholders
and the processes we operate to engage with them. Clearly, we
cannaot engage directly with everyone and so we have enhanced
our review of direct and indirect stakeholder engagement
processes to ensure that we maintain effective channels and
that we are cognisant of their key concerns.

Board level engagement is conducted with shareholders {see
page 96 and employees (see page 95). We have a designated
non-executive director foer employee engagement and ESG
matters. Management regularly updates the Boord about the
state of relations and engagement with key stakeholders,
including customers and suppliers. There are active feedback
processes In place which form part of the Board's strategic
review activity. The Group's key stakeholders and engagement
channels are summarised on page 97.

Division of responsibilities

The IMI Governance Framewark is summarised on page 88.
It contains the Schedule of Matters Reserved for the Board,
roles and respensibilities for key Board roles, and the Terms
of Reference for each Board Committee. A complete copy
is stored on our website.

Independence

Foliowing a review by the Board, | am pleased to report that all
non-executive directors meet independence criteria and display
objective judgement. | was considered independent on
appointment.

Diversity

{ am delighted to report that we have enhanced diversity on
the Board and on the Executive Committee during the year
(see page 109 for more information). During 2021, the Board
approved a Board Diversity Policy {see page 110} and approved
diversity targets which are set out on page 37

Composition, succession and evaluation

The Board performs effectively and there is open and
constructive dialogue with the Executive team. It 1s well
balanced, with the skills and experience to drive strategy, ensure
governance and manage risk. Guality discussions take place
and cur diverse group of non-executive directors make valuable
contributions. The effectiveness of the Board was confirmed by
this year's internal performance evaluation which 1s desceribed
on page 100.

in our 2020 Annuad Report we reported that, following an
extensive search process, Dr Ajai Puriwould join the Board in
March 2021. We are delighted to have Ajai on the Board and
more information about the appointrment process is contained
on page 108 In August 2021, after serving nine years on the
Board and making a significant contribution, Carl-Peter Forster
stepped down. The Board implemented its succession plans and
Thomas Thune Andersen became Senior Independent Director,
Caroline Dowling became Chair of the Rermuneration Committee
and Dr Ajai Puri joined the Audit Committee.

You can find biographies containing details about all of our
directors on pages 82 and 83. | am pleased to confirm that all
directors are standing for re-election at the 2022 Annual General
Meeting. We are planning for our 2022 AGM to be a physical
meeting in the usual manner. We will keep our shareholders
informed of our AGM arrangements via our website.

As we look forward to 2022, our focus as a Board will be to help
Roy and the team to:

» minimise disruption for cur customers from supply chain
challenges

» successfully develop new products and penetrote new markets
through Growth Hub activities

» successfully embed the Adaptas acquisition into M)
» retoin key talent

I would like to thank my Board colleagues, our pecple and cur
stakehaolders for their ongoing support and contribution to the
long-term success of IMI.

Lord Smith of Kelvin
Chair

24 February 2022
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Code Compliance Statement

The Board is committed to maintoining good governance and confirms that, throughout the year ended 31 December 2021, it is
satisfied the Company has applied the principles contained in the 2018 UK Corporate Governance Code (the ‘Code’) and comptied
with its provisions, with the exception of Provision 38. At the time of the introduction of the new Code, the Company hod 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 has discussed this issue with the Finance Director and an agreement has been reached whereby a phased reduction by
3% every year of the Finance Director's pension will be implemented. Therefore, since the introduction of Provision 38, the Company
has been nen-compliant for the above reasen. 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 2021, the

Finance Director received a cash allowance of 17% of salary. From 1January 2023, the Finance Director will receive a cash allowance
equivalent to 11% of base salary which is consistent with the average global employee pension opportunity for employees. Please see
page 116 for meore information. Qur reperting on the application of the principles and against the provisions is contained in this Report
and key cross references are surnmarised below. Further details appear in the Directors' Report and cther 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.frc.org.uk.

Code Supporting disclosures and cross-references
Board leadership & » The Board premotas the long-term success of the Company. We work within our governance structure which 1s described
Company purpose in the IM| Governance Framewaork. This 1s summansed on page 88 and is located on our website. We have a programme of

business which focuses on financial and operational perfermance, strategic ntiatives, our Better World agenda, people and
leadership matters and risk management. We hold an annual strategy day. For more information about the Group's strategy,
see the Strategic Report from pages 12 to 81

» Qur Business Model is disployed on pages 16 and 17, Reperting on our purpose, values, strategy and culture 1s set out
on page 94.

» Our Board s made up of o diverse group of skilled and experienced indiiduals. Director biographies are shown on pages
82 to 83 Indmdual role descriptions can be found on pages 88 and 132 to 133

» The Board ensures that the necessary resources are in place for the Company to meet its objectives and measures
performance against them. The Board has estabhished a framewark of controls which enables risk to be assessed and
managed For more infarmation on risk management and the risks faced by the Group, see the Risk Report from page 70

» IMI has muitiple stakeholders whe are all important to our business A description of engagement processes in place with
sharehclders, employees and other key stakehelders is centained on pages 56 to 57 and 95 to 97 Where engagement 1s not
direct, 1t takes place via feedback from indimdual Directors and members of managerment The relevance of each stakeholder
group will depend on the particular matter requiring Board decision Our Section 172(1) Statement s contained on pages 97
to 100 This demonstrates how the Board promotes the long-term sustainoble success of the Company

» Further information about our Better World strategy and how we impact wider society and contribute to society can
be found 1n the ESG section of the Strategic Report on pages 32 to 53.

» Qur Code of Conduct sets cut our values and the standards of benaviour we expect from everyone at IMI We encourage
peopie to report any breaches of the Code and other concerns through our IMI hotline. The Board reviews the eperation
of and reports frem the IMI hotne. Details of key policies in place at IMi are Iisted on page 135. Detarls of our Speaking Up
whistleblowing hotline arrangements are contained on page 53,

» The Board has a formal system in place for directers to declare a conflict or a potential conflict of interest A statement
of Directors’ interests in Company shares 15 set out on page 125
Divisionof » A description of the different Board reoles and responsibilities is set cut on page 88. The outcomes of the reviews of
responsibilities independence of the non-executive directors and time comrmitrments are set out on page 93 and page 109 respectively.

» Board composition (ncluding an assessment of independence} s displayed on page 83 No non-executive director
has served for more than nine years.

» A surmnmary of the process and findings of the 2021 Boord evaluation 1s on page 100

» Led by the Senior Independent Director, the Chair's performance was reviewed See page 100 for more information
The perfermance of all directors was reviewed by the Charr. For rmore information, pledase see page 100,

» The Company Secretary supports the effective and efficient operation of the Beard and its Committees. Al directors have
access to the Company Secretary for adwice, as well as access to iIndependent professional advice at the Company's expense
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Code

Supporting disclosures and cross-references

Compeosition, succession
and evaluation

Audit, risk & internal
control

Remuneration

» Succession planning process for the Board and certain senior management roles is described in the Nominatiens
Comrnittee Report on page 109.

» Board composition 15 presented on page 93 Detalls ot the new Board skiils matrix, to ensure the Board and its
Cornrrittees have o combination of right skills, experience and knowledge necessory to oversee and support the
management tearn in the execution of the Company's strategy, 1s on page 109.

» The formal, rigerous and transparent Board appointrment process Is described in the Nominations Committee Report
on pages 108 to 109. The Group's induction programme for newly appointed directors is described on page 110,

» Adestription of how the Company 1s progressing its Inclusion and Diversity ogenda 1s described in the Norminations
Committee Report on page 109 and in the Strategic Report on page 44 The new Baard Diversity Policy 1s set cutn full
onpage 110

» The outcome of the 2021 Board and Committee internally-facilitated annual evaluation, including agreed areas of focus
for 2022, are set out on poges 100, 107, 111 and 129,

» All directors are standing for re-election and further information (including details of their ndividual contribution to the
long-term success of the Company) con be found on page 6 in the Notes to the AGM Notice.

» The Board reviews the moin fegtures and effectiveness of the Company's internal control and risk management
framework. The Audit Committee's work in relation to internal financial controls 1s summansed on page 103,

» At least twice a year, the Board reviews the principal and emerging risks which apply to the Group. This 1s to ensure that
they remain current and that, to the extent possible, there are mitigations in place to manage those nsks in accordance
with the Board's nisk appetite to support the dehvery of the Group's long-term strategic priorities. Our reporting on our risk
management systems and nformation about the risks and uncertainties that relate to our business are detailed on pages
70 to 79 of the Strategic Report.

» Qur Aydit Committee Report, describing how it 1s composed and how it has discharged its responsibilities, 1s contaned on
pages 102 to 107 Adescription of Group's internal audit function is set out on page 106 and a report on the independence
and effectiveness of the external auditors, Deloitte, can be found on pages 106 and 107.

» The "fair, balanced and understandable statement’ 1s contained on page 104

» Qur Rermnunergtion Committee Report 1s contained on pages 112 to 129

» Following consuftation with major shareholders, our Directors’ Remuneration Pelicy was opproved by shareholders n May
2021 The full Directors’ Remuneration Policy can be found from page 85 of the 2020 Annual Report.

» Page 123 of the Remuneration Committee Report describes any discretion applied by the Remuneration Committee in
the caurse of its work. No director or member of serior management 1s invelved in determining his or har cwn pay.

» The views of a cross-section of employees on executive remuneration were obtaned by Thomas Thune Andersen, our
non-executive director with designated responsibility for employee engagement, during routine engagement activities
Feedback recewved was shared with the Board and the Remuneration Committee.
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IMI Governance Framework

The Board hos delegated certain roles and responsibilities to its principat Board Committees in accordance with the Code. While

the Board retains overall responsibility, the Committees carry out deep dives into their areas of responsibility. Comrittee Chairs
report back to the Board on the matters discussed, decisions taken, ang, where appropriate, make recommendations to the Board

on matters requining 1ts approval. Minutes of all Committee meetings are made available to all directors. The IMI Governance
Framework sets out the Schedule of Matters Reserved for the Board and the Terms of Reference for each principol Boord Cormmittee.
The IMI Governance Framework also describes the responsibilities of key positions on the Board and the Company Secretary.

A complete copy is located on our website. More information 1s contained on pages 132 of the Directors' Report. We review

this regularly and will update it to reflect developments in corporate governance and best corporate practice.

ar G Lo O o

Isobel Sharp (Chair) Lord Smith of Kelvin

e

Fvirinrer ey

Lord Smith of Kelvin {Chair)

Caroline Dowling (Chair)

[N R N B R

Committee Terms of
Reference are contained in the
IMI Governance Framework

Find out more:

% www.imipk.com/esg/governance/
board-and-committee

Roy Twite

Lovise Waldek

-
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Audit Committee Nominations Committee Remuneration Committee
Isobel Sharp Lord Smith of Kelvin Caroline Dowling

Chair

Membership
Thormas Thune Andersen
Dr Ajai Pun

Chair

Membership

Thomas Thure Andersen
Caroline Dowling

Katie Jackson

Dr Ajai Puri

Isobel Sharp

Chair

Membership
Katie Jackson
Dr Ayai Pur

Main responsibilities

» Oversight role in relation te financial
statements

» Reviewing significant areas of judgement
and accounting policies

» Reviewing the proposed statements on
going concern and wviability to appecr in
the Annual Report

» Advising the Board on whether the draft
Annual Report 1s farr, balenced and
understandable

» Menrtoring announcements in respect
of financial performance
» Menitoring the effectiveness of internal
financial controls
» Reviewing financial risks including fraud risk
» Oversight of internal audit and other key

processes for monitoring internal financial
control

» Overseeing the external audit process,
its objectivity, effectiveness and cost with
responsibility for setting the oudit fee

» Making recommendations to the Board for
the appomtrment of the audrtor inciuding
oversight of any audit tender precess

Audit Comrrittes Report
Turn to page 102

Main responsibilities
» Board and committee composition

» Oversight of succession plans for the
Board and the Executive Committee

» Search for and recommendation of
candidates for appointment as non-
executive directors, Chief Executive and
other executive director positions

» Diversity policy, promotion of diversity
and monitoring of progress

MNaormiratiors Comrittes Report
Turn to page 108

Main responsibilities
» Define and recommend the Remuneration

Policy for the Charr and members of the
Executive Committee

» Determine the individual remuneration
packages for the Char and members of
the Executive Committee within the policy
approved by shareholders

» Set annuat and long-term mcentive
metrics and awards and determine the
autcomes for the members of the Executive
Committee

» Repert on remuneration matters and
constructively engage with shareholders

» Assess risk In respect of remuneration
and incentive structures in particular

Remuneration Comrmittee Report
Turn to poge T2
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Board & Committee attendances

During the year, the Board met on six occasions to cover scheduled business and there were four additional special Board meetings
arranged for specific projects. The table below shows the number of scheduled meetings cttended and the maximum number of
scheduled meetings that the directors could have attended. Only in exceptional circumstances would directers not attend Board
and Committee meetings. Scheduled meetings are normally held in person but a number have been held virtually via videa
conference in 2027 due to COVID-19 restrictions.

Director Board % eligible Audit % eligible Nominations % eligible  Remuneration % eligible

attendance Committee attendance Committee attenddnce Committee attendance
Themas Thune Andersen 10/10 100 414 100 4/4 100 n/a n/a
Caroline Dowling 9/107 100 nfa nfa 414 100 3/3 100
Carl-Peter Forster™ 5/6 100 33 100 272 100 2/2 100
Katie Jackson 10/10 100 n/o nfa 4th 00 33 100
Dr Ajai Puri™ 8/8 100 ) 1/1 100 3/3 100 2/2 160
Isobel Sharp 10/10 100 o 100 &4 100 n/a n/a
Lord Smith of Kelvin 10/10 100 n/a o n/a 4/4 100 n/a n/a
Danie] Shook 10/10 160 - nfa n/a n/a nfa n/a néa
Roy Twite ' 10/10 100 n/a n/ n/a o nia o

Caroline was unable to join a specially convened Board meeting on short notice due to urgent business and instead submitted comments to the Chair in advance of the meeting
" Carl-Peter Farster stepped down on 31 August 2021

" Dr Ajai Pun was appointed as a board directer and a member of the Nominatiens and Remuneration Committees with effect from 1 March 2021 He was appointed @ member
of the Audit Cormrmittee with effect from 1 September 2021

To date 1n 2022, the Board and each Committee has met ence with all members in attendance.
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Summary of 2021 Board activity

Activities

Outcomes

More Information

Strotegy:

Held a full day meeting to consider the Group's long-term strategic
plans and priorities

Discussed and reviewed better world strotegy, progress and proposals
to set ESG related targets

Received regular updates about strategic matters such as M&A
transoctions and business structuring decisions

Reaffirmed purpase and values, Approved strategy and key
milestones

With the support of Themas Thune Andersen in his copacity as
the non-executive director with designated responsibility for ESG
matters, the Board provided direction on development of better
world targets and ambrtions ESG related targets on page 37
were approved by the Board in February 2022

After consideration, approved new Customer First’ operating
madel for IMI Precision Engineening, related simphfication projects
and footprint cptimisation plans

After consideration, concluded the review of 20%-30% of M|
Crnitical Engineering's business and opproved the retention

of the majenty of those businesses follewing performance
improvernents and new opportunities aligned to the better world
strategy

After consideration, approved the proposed acguisition of
Adaptaes Selutions

Pages 16 and 17 of the
Strategie Report

Pages 32 to 53 set out
ESG progress in 2021
and targets

Page 98

Page 98

Page 98

Finance, Risk & Operations:

Reviewed financial results during 2021
Reviewed dividend proposals

Reviewed draft going concern and long-term viability statement

Reviewed share buyback proposal

Reaviewed budgets and quarterly forecasts

Reviewed and debated the overall risk profile of the Groug, including
the principal risks, emerging risks ond risk appetite

Conducted o desp dive into IT security and cyber-crime risk

Following the recommendation of the Audit Committee, approved
the proposed appointment of Deloitte as external ouditor

Reviswed the effectiveness of risk management systems and
internal controls

Reviewed the annual treasury update

Reviewed tax strategy

Received regular Executive reports

Virtual site visits to IM| Hydronic's facility in Poland, IMI Critical's
facility in PBM Ine, USA dnd IMI Precision's Farmingten, USA site

Approved the 2020 year-end results (including Annual Report &
Accounts), 2021 half-year results and reloted announcements

Approved final and ntenm dvidends

Approved the going concern and long-term viability staterment

Approved share buyback programme

Approved the 2022 budget

Approved the Updates to the principal risks as shown in the
Strategic Report including the new nsk assessment on
cimate change

Oversight of gctivities to enhance the effectiveness of the Group's
IT secunity controls

The resclution was put to shareholders ot the 2021 AGM and
received 99.99% of votes in favour

Risk manogement and internal control systems were considered
to be effective

Approved Treasury Pohcy

Approved Tax Strategy

Moritored performance and progress

Enhanced the non-executive directors’ knowledqge of the Group
Engaged with local teams

Page 130

Pages B0 and 81

Pages 5 and 131

Pages 70 to 79

Page 76

Page 102

Page 87

Page 67

Page 65

Page 97
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Summary of 2021 Board activity (cont'd)

Activities

Owtcomes

More information

Leadarship, People & Culture:

Reviewed Hedlth and Safety activities and performance

Reviewed progress made to further owr inclusion and diversity
ambitions including dashboard of diversity, inclusion and
equity indicators

Reviewed a dushboard of cultural indicators ond related
information

Reviewed syccession plans for the Board, Executive Committee
and wider leadership group

Reviewed HSE perfermance and ongong Group-led inttiatives to enhance the
safety culture ond performance of the Group

Met the recornmendations of the Parker Committee Review on ethruc diversity
an the Board and the recommendations of the FTSE Women Leaders Review
(formerly the Hampton-Alexander Commitiee Rewew) on gendet diversity on
the Executive Cormrmittee Approved & new Board Diversity Policy Biversity
targets shown on page 37 were approved by the Board in February 2022

Monitared and assessed culture and agreed it wos ahgned with the Company's
purpose, values and strategy

Suecession plans for the appaintrment of a new non-executive director on the
Board and related changes to Board roles and responsibilities were implemented

The Executive Committee succession plan for the appointment of @ new Group
General Counsel & Company Secretary was enacted

Pages 49, S0 and 68

Pages 109 and 110

Page ¢4

Pages 85 and 109

Received recommendations from Nominations Committee Appointment of Or Ay Purias a director, and a member of oll Board Page 85
regarding Boord and Committee appointments Committees Appointrment of Thomas Thune Andersen as Seniof Independent

Director Appointment of Caroline Bowling as Remuneration Committee Charr
Reviewed the outcome of the new One Big Voice Engagement Informed about the key thernes from the One Big Voice Survey Page 84
.Sun;ey'und recF ‘u.r‘eport :rh:m Thomas Tﬁun;Anderse,‘ll Thomas Thune Andersen gave a formal report on his activities as the non-
in " ation to his ud:,'v!t'es as non-executive director executive director with designated responsibility for employee engagement ang Page 95
designated responsibility for employee engagement contributed relevant insight to boardroom discussions throughout the year
Shareholders:
Received ond discussed investor updates from the investor Prowvided the Board with an indect view of investor prionties and perceptions Page 96

Relations tearn and the Company’s brokers

Governance:

Povi o hods of stokeheld v

Reviewed and discussed the intemal evaluation of the Board, its
principal Board Committees and individual directors

Reviewed the terms of reference of each principal Board
Committee and the role descriptions of key roles

Reviewed the approach ond progress of work to identify areas
where there is any risk of modern slavery oceurring in our supply
chaing

Reviewed the eff of the whistleblowing policies and
processes and incidents under investigation and noted the
activities within the business to prevent and detect froud

Refresher training on Market Abuse Regulitions

Reviewed director conflicts of interest, significant external

pRointments ond time commi ]

Reviewed 2021 AGM notice

Received legal and company secretary reports

Reviewed fees paid to the non-executive directors

Effective direct and indirect stakeholder engagement affirmed
Identified key findings, focus areas for 2022 and any training needs

The review concluded n February 2022 and resufted in the Board apgroving
a revised IMI Governance Frarmework to take effect from 1 March 2022

Approved the 2021 modern slavery ond hurnan trofficking stotement

Recerced summaries of reports received via the (Ml Hotline and reviewed
updated ‘Speaking Up' policy wording Concluded that the "Speaking Up'
whistleblowing policies and processes were ¢ffective and noted the activities
within the business to protect and detect fravd

Ensured that the Board remained up to date

Effective board processes for conflicts of interest and taking on additional
external oppointments were affirmed

No concerns were raised regarding director ime commitrnents
Approved 2021 AGM notice
Board apprised of key legal and governance matters across the Group

The decision to deterrmine fees to be paid to the non-executive directors was
delegated to the Chair and the Chief Executive to ensure that no directer was
invohved in decisions inrespect of their own remuneration Ordinary resalution
proposed for the 2022 AGM to increase the maximum fees of Directors
perrmitted under Article 60 of the Company's articles of asseciation

Pages 541057,
96 and 97

Page 111

wwaw Irmiplc com

Wl IFTIpi corm

Page 134

Poge 111

Page 86, 109
and 133

See AGM Notice &
single figure table on
pages 124 and 135




Introduction Strategic Report Corporute Governance

Financial Staterments 93

Board composition

The Board is currently composed of eight directors: the Chuair; the
Chief Executive; five independent non-executive directors and the
Group Finance Director Dr Ajai Puri jpined the board on 1 March
2021 and Carl-Peter Forster was a director untid 31 August 2021 All
continuing directors will stand for re-election at each Annual General
Meeting. Detailed biographies of each current director, including the
specfic reasons why the contribution of each director is, and
continues to be, importont to the Company's long-term sustainable
success can be found on pages 82 to 83, A summary of key areas

of Board experience can be found ot the bottom of page 83.

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 commerce, finance and industry from around
the world. The Board meets the targets set out in the FTSE Women
Leaders (formerly Hampton-Alexander) and Parker Reviews. Qur
approach to diversity is set out in more detail on pages 46, 47,109
and 110 and our Board Diversity Policy 1s set cut in the Nommnations
Committee Report on page 110. The charts below represent the
Board membership as at the date of this Annual Report.

Non-executive / Gender
executive directors*

2 3
5 independent non-executive directors 5 Male

2 Executrve directors 3 Female

* Under the 2018 Code, the Charr is excluded when considering the independent
non-executive compaosition of the Board.

Independence of non-executive directors

The Board has reviewed the independence of each nan-executive
director and considers that each non-executive director s free
from any business or other relationship which could impair

the exercise of their independent judgement. The Chair was
regarded as independent at the date of his appointment and

is considered by the other members of the board to be objectve
in his leadership.

Dates of appointment

Length of tenure at 31 December 2021

Thomas Thune Andersen
Caroline Dowling j———————
Dr Ajoi Puri  —
Katie Jach
Isobel Sharp
Lord Robert Smith

Nationality Age
" 1
&
& 3
& Other 1 40-49
& British borm 3 50-59
& 60+
Ethnicity
1
O’
7 White

1 Asion

0 1 2 3 4 5 4
Years
Date of first Date of current letter
appeintment of appointment
Thomas Thune Andersen 1July 2018 1 September 2021
Caroline Dowling 1 January 2020 1 September 2021
" Dr Ajai Puri 1 March 2021 1 September 2021
Katie Jackson 1July 2018 25 February 2021
Isobel Sharp . 1 September 2015 25 February 2021
7 Lord Robert Smith 7 May 2015 25 February 2021
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Executive Committee

The Executive Committee is chaired by the Chief Executive

and the other membaers are shown on page 14. It s the senmor
management body for the Group, and takes its authority

from the Chief Executive and is not a committee of the Board.

It is well balanced, experienced and diverse. It is 43% female
{meeting the requirements of the FTSE Women Leaders Review
(formerly Hampteon-Alexander Review)) and 1s composed of
three nationalities. The Committee meets monthly and moere
often as may be required. As part of the broad remit set by the
Chief Executive it monitors and manages business performance,
reviews progress against strategic objectives and formulates
budgets and proposails on strategy and resource allocation for
consideration by the Beard. it plays a key part in risk assessment
and risk management and monitoring processes and receives
regular reports on ESG matters, human resources, Health and
Safety, internal audit, compliance, legal, investor relaticns and
other corporate affars.

Gender Nationality
3 1
& 2 &
& Male & British
3 Femnale T American

1 Singgporeon

Ethnicity Age
1 1
7 3
3
7 White 3 4045
1 Asian 3 50-5%
1 60+
Tenure
2
i
H
3
2
3 0-5years
1 6-1Q years
2 1lyearss+

Purpose, Values & Culture

The Board endorses our purpose cf [Breakthrough Engineering
for a better world] and sets the strategy for the Group to align
with this purpose. IMI's purpose is at the heart of everything
we do, It Is why we exist. We are committed to achieving
profitable growth on a sustainable long-term basis while
creating a better world for everyone we engage with - our
customers, our employees, the communities we serve and
aperate in, and our shareholders. For more information obcut
our purpose, please see page 16 of the Strategic Report.

Our values are an important part of who we are, as they provide
a culture and collective mindset for our entire organisation.
These values underpin all that we deo, and ensure we maintain
the foundations that have enabled IMI's success throughout

its 150-year heritage. For more information, please see page

52 of the Strategic Report.

Customer intimacy One big team

II o)

ey

We have developed a dashboeard of cultural indicators to
support the Board's responsibility te menitor culture and ensure
alignment with purpese, values and strategy. The dashboard
comprises more than 20 metrics linked to the [Mivalues which
individually and collectively provide cultural insights. These include
customer net promoter scores, employee engagement scores,
regretted turnover information, number of employees involved
in our Growth Hub activities and details of hothne reports
received. The doshboard is designed to heip the Board identify
any factors which indicate a negative culture or matters which
could impede our ability to deliver our strategic objectives.

The metrics in our culture dashboard will remain under review.

The Board reviewed the culture dashboard and related
nformation, monitored and assessed our culture. In addition,
there were a number of touchpoints in the annual cycle during
which reports and presentations were provided to the Board
and its Committees allowing for further consideration of

these culturat indicators. Thomas Thune Andersen, in his role

as non-executive director with designated responsibility for
employee engagement, provided insights into the Group's
cutture 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 responsibility for
employee engagement, together with the annual review of

our purpose and strategy, the Board affirmed that culture was
aligned with IMl's purpose, values and strategy. We will continue
to nurture our cutture and ensure monitoring culture plays a key
role in Thomas' employee engagement activities.
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Board level employee engagement

Thomas Thune Andersen has been nominated as the
non-executive director with designated responsibility
for employee engagement.

The purpose of this role is to enhance the Board's understanding
of the views of the IMlworkforce, supporting the directors’
collective responsibility to consider a wide range of stakehelder
perspectives when arriving at Board decisions. It includes the
following responsibilities:

» Developing o balanced view of the issues and concerns of
employees through varicus feedback channels such as Board
site visits, employee forum groups, IMI Way Day focus groups
and reverse mentoring for example, ensuring feedback 1s
obtained from all divisions, all levels and all geographies

» Sharing employee views learned in Board meetings on an
ongoing basis and in written format ot least once per year

» Ensuring that the Board take appropriate steps to evaluate
the impact of proposals and developments on employees

» Where relevant and appropriate, providing feedback to
employees on board decisions and direction during the
engagement process

» Soliciting the views of employees 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 ond directly engage with our
workforce through activities such as site visits and attendance
at Growth Hub pitches, the Board felt that having a non-
executive director with designated responsibility for employee
engagement would enhance its ability te gather the views of

the workforce in @ more structured way, and enable g more
focused approach to understanding the culture of the Group.

In 2021, Thomas has joined various programmes such as the
Graduate Induction and Growth Accelerator pitches, met with
the Better World teom, Global Wellbeing and the Inclusion and
Diversity team attended the European Communications Forum
{ECF). Given the current COVID-19 pandemic, the ECF was held
virtually and was attended by employee representatives from
all our key European geographies and provides an opportunity
for monagement (inciuding the Chief Executive and Group HR
Director) to update on progress on key business and human
resource 1ssues, as well as field a wide range of questions

from the representatives on key matters of employee concern.
A cross-dwisiondl team working on Inclusion and Diversity invited
Thomas to meet with them and Thomas will continue to take
an active rale with this forum and give iInsights into employee
engagement and inclusion and diversity initiatives.

During the yeor, | have interacted with small groups of
employees based all over the world. | have been involved with
graduates and am being reverse-mentored by a small group
of employees. | would like to thank all those | spoke with for
their openness, enthusiasm and transparency. in addition

to giving me feedback, their approach has provided me with
valuable insight into culture. Overadll, relationships between
the group and employees are good and we continue to work
oh matters raised te enhance engagement.

Thomas Thune Andersen

Focus areas for 2022 include:

» Increased exposure to different pipelines of key talent across
the organisation

» Participation in the IM| Way Day

» Participation in the European Communication Forum
» Participation in Growth Hub pitches

» Participation in the Graduate Induction

» Board lunches & site visits

Speaking Up

Details of the Group's speaking up arrangements are contained
on page 53 of the Strategic Report and page 134 of the
Directors’ Report. The Board monitors operation of the Group's
hotline and checks that appropriate investigation and follow up
is carried out.
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Shareholder engagement

The Board oversees shareholder engagement and maintains
a balanced understanding of the issues and concerns of major
shareholders. The Chief Executive and Finance Director have
primary respensibility at Board level for investor relations and
they, and the Head of Investor Relations, report to the Board
on sharehoclder 1ssues at every Board meeting during the year.
Financial analysts’ notes are circulated to the directors, and
the Board receives regular investor feedback reports from the
Company's brokers and public reiations advisers as well as from
management. The understanding of investor views resulting
from this feedback hetps inform the Beard's decision-making.

Dialogue 1s maintained with the principal shareholders, and the
executive directors and/or the Head of Investor Relations meet
regularly with institutional investors. Virtual meetings were
arranged in 2027 to ensure appropriate engagement with
major iInvestors. As in previous years, we maintained a significant
programme of such interactions, with existing and potential
shareholders, throughout the year. in 2021 these included two
Caprtal Markets Events, each designed to facilitate a better
understanding of the Group's strategy and ambitions - as well
as the reasons why IMI s confident of achieving them. Smaller
- often private — investors also have full and timety access to all
IMI’s presentations via the Group's website The Chair and the
Senior Independent Director also are available to shareholders
as needed.

Consultation with our larger investors is very much concerned
with the performance and strategy of the Group. Therr feedback
1s shared with the Board so that it can be taken into account

In Board discussions. Institutional investers have shown
increasing interest in ESG matters and these are becoming

a more common theme in investor relations meetings ond
information requests. We are also increasingly engaged in
completing ESG rating questionnaires and surveys, of particular
interest to our investors. More information on ESG matters
appears on pages 32 to 53.

Due to the impact of COVID-19 on the conduct of the Annual
General Meeting, a minimalist meeting with three shareholders
present was held at the registered office with the Chief
Executive being the only Board member present. Notice of the
Annual 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 IM| website. The Board values

the support of shareholders and the poll results for all resolutions
proposed at the Annual General Meeting were well above 90%

in favour In every case except for 87.31% Author ity to allot shares
and 89 46% Notice of general meetings.

in addition to the Annual Report, the Company 1ssues preliminary
results and half-year results onnouncements, as well as two
INterim management statements between results
announcements The IMl website includes recordings of results
presentations made by senior management, recent annual and
half-year reports, interim monagement statements, other
corporate announcements, and links to the websites of the
Group's businesses. Two trading updates were issued in 2027

Outcome of 2021 AGM

At the 2021 AGM, votes were cast in relation to approximately
83.50 per cent of the issued share capital (2020: 84.02 per cent;
2019: 82.24 per cent). All 22 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 95 28%
Roy Twite 99 89%
Daniel Shook 9% 09%
Corl-Peter Forster 9147%
Isobel Sharp 99.73%
Thomas Thune Andersen $952%
Katie Jacksen 99 93%
Caroline Dowling 99 93%
Dr Ajai Puri 98 60%

Stakeholder engagement

The Board is committed te engaging with key stakeholders,
developing positive relationships with them, and making a
positive contribution to the environment and local communities
in which we operate. Although the Group has many stakeholders,
the Board considers key stakeholders to be employees,
customers, shareholders, suppliers, society & community

and government & requlators.

A summary of how we engage with key stakeholders is set out
on pages 54 to 57 The Beard conducts a formal review of
engagement processes with key stakeholders annually, and
there are other touchpoints during the year. As part of this
process, the Board drew on expertise from across the Group.
The stakeholder assessment process considered the following,
in relation to each key stakeholder:

» why the stakeholder was an important stakeholder for
the Group

» the interests and concerns of the key stakeholder

» strength of relationship {using relevant key
performance indicators)

» market dynamics, trends, risks and opportunities that could
impact the relationship over the short, mediurn and long-term

» recent Interaction outcomes
» priorities going forward

» feedback mechanisms used & frequency
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The review also considered how the Board supported engagement with each key stakeholder

Stakeholder Board engagement
2 The Board engages directly and indirectly with the workforce. A description of the activities of Thornas Thune Andersen {non-executive
s director with designated responsibility for employee engagement) is on page 95 The Board approves the Group Engagement Plan pursuant
M to which all Board members engage directly with the warkforce via non-executive director site visits, gttendance ot Growth Hub pitches
Employees and other activities. The Board alsa receves reports from managerment on employee engagernent activities and has access to our employee
engagement platform, Workplace.
o«-_:! The Board receves updates on key customer interactions, including any matenal quality or other relationship ssues Through participation
— in Growth Hub pitches, the Board receves information about custormer relotionships.
Customers
[cj\\r%}% Detalls of our shareholder engogement activities are in the left hand cofurnn of page 96
4
Shareholders
- The Board receves regular updates on matenial supplier performance and key areas of engagement to deliver supply chain resilence
3 The Board also receives reports on how supply chain risks associated with modern slavery, human trafficking and conflict minerals are
o—0 managed and approves a statement detailing our approach. A copy of our statement can be found on our website
Suppliers
E U As the non-executive drrector with designated responsibility for ESG matters, Thomas Thune Andersen has engaged with the Better World
L 1 Team on a range of ESG related issues For more information about our community activities, please see from page 50 of the Strategic
hioniind Report. The Board is currently considering how to enhance the impact of 1ts community support and ensure alignment with its ESG and
Society & broader strategic ams
Community
E@j The Board recewves regular updates on legal and compliance matters and approves the Group's tax strategy and E5G strategy.
Government &
Regulators

Following this review of key stakeholder engagement processes and activities, the Board determined that effective and appropriote
engagement takes place with key stakeholders.

Stakeholder voice and Section 172(1) statement

This staterment is made to explain how our Board of Directors, both indwidually 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
ragard {amengst other matters) to factors set out in Section 172(1) (a) to () of the Companies Act 2006 in the decisions taken
during the year ended 31 December 2021.

The MLt Gavernance Framework deseribes Board level governance and how the Beard delegates ts authority. All Board decisions
are made with the Group's long-term success i rind and, as can be seen from this Annual Report, the Board has regard to a broad
range of matters including the voice of stakeholders. The oversight and monitering activity of the Board includes maintaining an
understonding of key stakeholders and being receptive to the voice of stakeholders.

In the table below, sorme of the key decisions made by the Board over the year are described. There is an explanation of how the
Directers engaged with, or in relation to, the different key stakeholder groups and how stakeholder interests were considered over
the course of decision-making. By taking a consistent approach to decision making and being guided by our purpose and our strategic
aims, we hope that our stakeholders understand our decisions.
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Key Board Our Decision Process Stakeholders
Decisions
in 2021
Acquisitions The Board receives regular updates about acquisition pipeline and approved the presentation of binding bids for targets ofo —
In the highly competitive M&A epvironment, the Group successfully completed one acquisition LE_‘:LJ (C_)\ =
g;g:l:;z:; I linez with the Group's purpose (Breakthrough Engineering for a better world], the Board approved the acquisition of o -
Solutions for Adaptas Solutions, @ business operating in the ligh growth and attractive Life Sciences sector, a sector which the Beard ~T
$271m considers to be chgned with ts Better World strategy (see page 39 for algnment with the UN Sustainable Development 2258 D__.S O
Goals). As part of the decision-making process, the Board considered commeraial opportunities, potential synergies and
financial benefits of the ocquisition The Board alse considered the longer-term growth prospects of the enlarged Group and Eyry
potential returns. The views of our stokeholders, particularly the expected reactions of employees, customers ond suppliers, 2 l
as well os our brokers' opinions on the expected reactions from the market, were token inte account The Board noted that =
IMI's enlarged Iife sciences business would provide employees with broader career development opportunities and would
take this into account during the integration phase of the transaction The Board considered that the combined product
portfolio of IMI and Adaptas wovld provide customers with @ larger range of solutions which would incresse revenues and
likely enhance IMI's contribution to a better world [t was agreed that teams from IMI and Adaptas should engage with key
customers to understand therr requirements and consider haw the broader IMI portfolio could support them The Board
had regard to the opporturity for supphers toincrease their business with ML, whnch could deliver synergres for IMIL
Distributionste  During the vear, the Board assessed the payment and rate of dwvidend por share payable to shareholders as well as the 020
shareholders intreduction of a share buyback pregramme As pert of decision-rnaking, the Board considered how best to allocate capital, L_IR ;ﬂ)
balancing the short-term impact en shareholders of recemng funds (dvidend or return of capital) against the longer-term
» 7 9p per impact of using excess free cash flow te invest In acquisitions or growth projects, thus furtherng the Group's strategic aims
sharg interim Details of our capital allocation pelicy & didend policy can be found on page 67
:1;:gnd paid The Board assessed the propasal for an intenm dividend, taking into account our brokers' opinions on the likely investor
» m

returned to
shareholders
through the
share buyback

Restructuring
projects

» IMI Precision
Engineering’s
Customer
First
Programme

» Retention of
the 20-30% of
‘under review’
IMI Critical
Engineering
businesses

reaction as well os the impact on shareholders given the share buyback programme There was also consideration of
the impact on EPS, cash flow and distributable reserves.

In making the decisions to initiate and continue with the share buyback programme, the Board considered investor
expectations ond potential M&A activity The desire to mantain an effective capital structure was considered and it
was impertant that shareholders benefit from delivery of the strategy in an efficient and attractive way

The Group's budget and strategy. approved by the Beard, sets the allocation of capital to delver cur growth strategy o0
through investment in nnovation, operational improvernent and acquisitions The weighting of each 1s deterrmined by our [%_~y o=
strategic priorities and the rationalisation of the Group's manufacturing footprint plays an important part of our operational [
Improvement plans [] L I,
2 E
Optirmising the manufacturing footprint, business simplification and increased margins are key considerations in deciding 8,80 1
~Mdy T

tonvest in ratonalsation The Board seeks to balance investrnent in short-term operational improvernent with investments
in medim and long-term growth iInitiatives Appropriate engagement takes place ot local level in relation to restructuring
changes offecting the workforce The views of our stakehelders, particuiarly the expected recctions of shareholders,
employees and customers, as well as our brokers' opinions on the expected reactions from the market, were taken into
account The Board carefully considered the negatve effect on cur employees but determined that taking action now

would help IMI's long-term business performance, supporting future growth and employment prospects

The Board approved IMI Precision Engineening’s ‘Customer First’ programme, a restructuring of the division into three
platforms, aligned to custamer segments In reaching the decision, the Board considered the enhanced custormer focus,
reduced complexity, savings/cost and impact on the workforce The Board understood the impact this would have on
employment for some of the workforce, ana was assured by management that relevant groups would be consulted farly
In kne with IMI's values The Board agreed with management’s assessment that the change will benefit the Group over the
long-term by creating a more efficient and custorner-focused organisation

20-30% of IMI Critical Engineering was placed under review in 2020 and, as a result, a small business in Brazil, InterAtiva,
was sold to menogement in July 2021 Following a detalled review of the remaining business, the Board receved
management’s proposal in reiation te retention and development as there had been developed a clear path to achieving
division target returns and long-ferm growth potential The Board was supportive and in reaching this decision, considered
current business performance and outlook and received information about business performance iImprovements and new
apportunities The views of cur stakehelders, particularly the expected reactions of shareholders, ermployees and customers,
as well as our brokers' opinions on the expected reections from the market, were taken into account. The Bogrd recognised
the positive effect on our employees and was encouraged by eorly arders secured in the attractive growth market of hquid
hydrogen processing, a target market segment which could enhance IMYs contnbution to a better world (see page 3% for
alignment with the UN Sustainable Development Goals) The Board also considered alternatives to penetrate this focus
market dred including acquisition.
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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 1ts 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 Investrment decisions including rationalisation and relocation

The Boord has adopted an established business planning process
and sets strategy with a view to long-term success, to deliver cur
purpose - [Breakthrough Engineering for o better world]. The
strategic emphasis 1s on creating great value through innovation
processes such as the Growth Hub programme, through which
we are bullding a pipeline of new products for the future success
of the Group. Further information about this key strategic
programme is included on pages 22 to 31. Our Better World
strategy, including our ESG ambitions and targets are described
on page 37 During strategy discussions, leng-term considerations
and alignment with our purpose had a particular influence when
assessing which are the moest attractive businesses and markets
for IM! to target for nvestment. When considering any potential
acquisition, the Board assesses the likely business performance
of the enkirged Group over the short, medium and long-term
tirme horizons, and alignment with our purpese.

b) the interests of the Company's employees

The Group depends on its employees for its success and invests
considerable time and resources on employee engagement,
training and development as summarised on page 5.
Thomas Thune Andersen 1s the non-executive director with
designated responsibility for employee engagement, which
includes gathering the views of the workforce on behalf of
the Board. Pledase see page 95 for more information about
his role and activities. Due to the restrictions in place to
manage COVID-19 transmission risk, most engagement
acbivities have been conducted wia video teleconference.
The Board considers employees views gathered through
engagement mechanisms and potential impacts on the
workforce when (t makes key decisions, with Thomas and
other directors (where relevant), contributing any relevant
employee nsights during board discussion,

As a Group, we also engage with our workforce through our
recently launched internal communications platform, Workplace.
The platform has truly transformed how we connect and bring
in our employee voice. We are able te reach each other in real
time to share news and updates, and seek Input in to our
strategy and performance. Most importantly, it is a great
channel for celebrating our people and their contribution across
all geographies and levels We encourage people to simply be
who they want tc be, through sharning their ideas and msights,

It alse allows our employees to connect and communicate in therr
local language. All Board members have access to the platform
and can view information shared by employees. For more
inforrmation, please see page 46.

We conducted an all employee survey this year to understand
the views of our people. Results from the survey are contamed
in the Strategic Report on pages 44 and 46 Focus groups have
been established to review findings, conduct deep dives into key
topics and consult on propesed follow up actions. The Board has
recewved details of the survey findings and actions underway.

of activities are considered with due regard to the interests

of employees. Consultations with employees are conducted

in relation to the significant srte closures and headcount
reductions which are underway as part of the active and
proposed raticnalisation projects. The Board approves and tracks
the progress of these programmes with regular updates being
provided at Beard meetings.

Health and Safety of our employees 1s of paramount impaertance
and receives apprepriate Boord and management attention

and investments. Reflecting the importance of safety, we
measure and track our performance. See pages 49 to 50 for

an updote on our performance n this area.

Group pension scheme participants benefit from the Group's
approach to pension provision and financial prudence 1n reducing
the funding deficit in relation to defined benefit obligations.
Further infermation on employee benefits and pensions 1s

on page 67.

¢) the need to foster business relationships with suppliers,

customers and others

Customer service and value are at the core of cur business
model and strategy. The Board monitors indicators of the
customer experience and welcomes the increased emphasis

on the customer which management 1s building. For example,
the Board has attended presentations and received regular
updates on our Growth Accelerator pregramme. Locating
facilities nearer to customers in the most attractive growth
markets is a key element in the Board's thinking about the
footprint of the businesses, as reflected in the Strategic Report.

Our businesses work collaboratively with partners including
suppliers, distributors and agents who are closely managed from
a commercial and compliance perspective Further information
can be found on pages 53 and 135.

The Board is committed to fair treatment and payment of
suppliers. Information about key suppliers is provided to the
Board by the executive Directors when relevant to Board
discussions and the Board reviews prompt payment
performance. Following a review of arrangements in place,

the Board reviews updates and approves the Group's Modern
Slavery Act Statement, which can be found on our website.

The Board recerves a monthly operating cosh flow statement
and commentary explaining working caprtal movements including
creditor movements that would highlight payment issues.

The Board recerves a cash flow forecast each quarter and vearly
Budget, which includes cash flows in relation to payments and
would act as a highhght in case of significant unexplained
creditor movements representing inflows. Supplier payment
performance data is provided to the Board for certain UK
companies and certain other areas of the Group.
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d) the impact of operations on the community and
the environment

Cur business units are positive contributors to their local
communities as employers and through apprenticeships

and employee training and community activities including

the annual IMI Way Day, charitable activity ang donations
The Group supports such community invelvement, more detail
on which can be found on page 44.

The Board appraves and monitors the Group policy on minimising
our impact on the environment, which is cutlined on pages 40 to
42 Qur continued progress depends upon the Board driving ESG
initiatives and channelling investment to projects with due regard
for the environment. During the year, the Board received updates
on ESG matters and Thomas Thune Andersen, non-executive
director for ESG matters, supported the Better World Team and
worked closely with the newly appointed Head of Sustainability
to support the next phase of planning around the positive
contribution of our praducts to a better world and iImproving the
envirgnmental impact of our operations. Further information on
ESG matters appears on pages 32 to 53.

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

The Board tokes care of the reputation of the Group and its
decisions reflect this and the great importance attached to

the Group's reputation by cll key stakeholders. The Beard
demands high standards of conduct from all directors and
Group employees and expects management to be mindful of
how and with whom business is conducted. For example, the
Group has declined to have dealings with third parties who
display poor business canduct or do not pass our onboarding
checks. Further information about how we ensure we operate
ethically at all tirmes and our purpose, values and culture, can be
found on pages 16 ¢nd 52 to 53. Similarly, our ESG initiatives are
consistent with building our standing as a good corporate citizen
locking to have a positive mpact on the world.

f) the need to act fairly between shareholders
of the Company
The Directors act farrly between shareholders of the Company
but are not required to balance the Company’s iInterests with
those of other stakeholders. This sometimes results in the
Company's interests not being fully aligned with those of
certoin stakeholders.

Evaluation of the effectiveness of the
Board, its principal Committees, the
Chair & the directors

The Chair arranged an internally facilitated evaluation process

n 20271 which was supported by the Company Secretary.
Questionnaires were created to gather 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 2021,
The Directors were satisfied that the Board 1s fulfilling its

respensibilities appropriately, that the Board and its
Committees were efficient and effective and that each director
demonstrated o valuable contribution and a commitment

to their role.

There were no matenial evaluation actions reperted in the 2020
Arnual Report. In the 2021 evaluation, pregress during the year
was described in the following areas:

» The Board celebrated progress made on diversity

» The Board recognised improvements in the way culture is
assessed, monitored and how 1t is aligned with the Group's
purpose, values and strategy

» The Board acknowledged more effective shareholder and
stakeholder engagement

Following discussion of the report, the Board noted a small
number of areas to consider in 2022 te enhance the Board's
operation. The main recommendation was to review the Board
agenda to ensure It continued to meet increasing regulatery
expectations and evolving best practice. A review of the timing
of key Board discussion matters in the annual eycle was also
suggested to ensure such discussions were scheduled most
effectively. it was also agreed to review Committee scope

and membership.

The chairs of the three principal Boeard Committees each
received a report from the internal evaluation exercise and
reviewed that with therr Committee. All were found to be
operating effectively and minor suggestions to improve
performance were noted.

The Senicr Independent Director, Thermas 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 resuits of
this review were shared with the Chair.

The Chair also met with the non-executive directors to review
the performance of the Chief Executive. 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 a valuable contribution
to the Boord.

Details of the personal contribution of each board member
can be found in the director biographies on pages 82 and 83.

Approved by the Board and signed on its behalf by:

Lovise Waldek
Group General Counsel and Company Secretary

24 February 2022
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Audit Committee Report

Dear Shareholder

| am pleased to give my report as Chair of
the Audit Committee. 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 te 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
IM| Corporate Governance Framework on
the Company's website.

In addition to our regular cycle of challenge
and oversight activity, we have focused this
year on the operation of the Company's second
line of defence and on the ongeing impacts

of COVID-19 on the business and our Group
Assurance programme for the year. We have
challenged detoiled aspects of the Group's
policy for treatment of adjusting items in
relation to Alternative Performance Measures
CAPMSs"). We have reviewed the significant
restructuring spend and the provisions for
rationalisation at the year end and satisfied
ourselves that the treatment of those
disclosed as adjusting items is appropriate.
The provisional accounting for the acquisition
of Adaptas was also on the agenda. Following
our recommendation to appoint Deloitte

as auditor for the 2027 yvear end audit, the
Committee has monitored the auditor
transition during 2021 to ensure external
auditor effectiveness remains at the highest
level and welcomed the fresh challenges

from the new auditors.
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Members of the Audit Committee

Thomas Thune Andersen and | were members of the Audit
Committee threugheout the year. Dr Ajai Puni joined the
Committee on 1 September 2027, following the retirement.

of Carl-Peter Forster on 31 August 2021 All of the Committee
members are regarded by the Board as independent non-
executive directors and details of our expertence are included
on pages 82 to 83. | have chaired the Audit Committee since 1
October 2017 and became a member on 1 September 2015.

| spent my early career in the accounting and audit profession
and the Committee. and the Boord, are satisfied thot | have
significant recent and relevant financial experience. | alse
currently chair the Audit Committee at The Bankers Investment
Trust PLC. In my role as Chaur, | have significant interactions
with the Finance Director and other key senior executives,
review In advance papers and agendas for meetings of the
Committee and meet with cur external auditor prior to
Committee meetings.

The Board is also satisfied that the Committee members

have experience at Audit Committee level and collectively the
Committee has the financial, commercial and auditing skills,
experience and objectivity to be an effective Audit Committee.
Furtherrmore, Committee members attend as appropriate
external training sessions to update our knowledge and in 2021
Deloitte delivered a traming and skills update session tailored for
the Committee, with a particular focus on the ‘Restoring trust in
audit and corporate governance: proposals on reforms’ issued by
the UK Department for Business, Energy & Industrial Strategy.

The Cormmittee invites the following to join appropriate parts of
its meetings: the Chief Exacutive, the Finance Director, the Group
Financial Controller, the Directar of Group Assurance and the
external audrtor. In addition, the Chair and other non-executive
directors are welcorne to attend, and usually jein, the meetings.

The Committee meets alone with the externa! auditor and

with the Director of Group Assurance. The Committee has the
power to call on any employee to attend. In 2027, one of the
three Divisicnal Finance Directors (IMI Hydronic) attended a
committee meeting to discuss financial and internal control
matters including more use of shared services facilities. In
addition, members of the Committee met separately with the
Divisional Finance Directers, together with members of their
teams, in IMI Precision and IM| Critical to understand better the
digital analytic and control tools available to them The Secretory
to the Committee 1s the Company Secretary.

Main areas of activity

The Audit Cormmittee met four times in 2021, each time by video
conference. For two meetings the focus was on the forthcoming
results reporting and for the other two the focus was on
planning and review matters.

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 yvear, the Committee reviewed the proposed
amendments for the treatment of adjusting items relating to
Alternative Performance Measures {APMs"). It challenged one
particular aspect on which amendment was made and
welcomed the comments from the external auditor on this topic.
At its meeting in February 2022 the provisional accounting for
the acquisition of Adaptas was reviewed and approved.

The Committee continues to seek cut with management
constructive opportunities for improvement in the effectiveness
of internal financial controls. A number of relevant initiatives
were implemented in 2021, including the simplification of
monthly reporting requirements and the ongoing IT investment
and infrastructure programme, which facilitates improverments
in both external audit efficiency and internal controls.

In 2021, the Committee made a deep dive into the control
environment of the Group, with o review of the Internal Control
Declaration (ICD) and the asscciated evidence binder which
sites maintain. 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.

The Committee menitors changes in senior finance roles

and challenges management to ensure continuity of financial
reporting standards following team changes. In 2021,
management achieved successful internal transitions of key
senior finance roles. The Committee also welcomed the overall
improverment in the ICD evaluations and the actions being taken
in those areas where there is scope for improvement.

An update on tax affairs and compliance from the Head of
Group Tax was received by the Committee and the Corporate
Tax Strategy included in this Annual Report on page 171 was
approved by the Committee.

This year's discussion with the Group Treasurer focused on the
challenges for the treasury function arising frem replacement
of LIBOR with SONIA as the risk-free rate and the associated
update of documentaticn and processes.

The Committee reviewed management's approach to preparing
the Annual Report and Accounts with the European Single
Electronic Format (‘ESEF") tagging. Management chose to

use an cutsourced provider with expertise to complete the initial
tagging prior to finalisation internally.
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The Committee reviewed and approved for submission to the
Board the statements on going concern and viability, which
are on page 153 and 80 respectively. During 2027, this involved
regular assessment of the impact of the pandemic and the
associated uncertainties and included the effect of the share
buyback programme. The Committee was satisfied with the
going concern and viability statements taking comfort in
particular from the resilience of its businesses demonstrated
in the past periods, the strength of the Company’s balance
sheet and the borrowing focilities in place.

The Committee advises the Board on the fair, balanced and
understandable requirements 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
Statement of directors’ responsibilities on page 136 includes
confirmation by the Board that it considers this Annual Report,
taken as a whole, to be fair, balanced and understandable.

As noted above, Deloitte was appointed to be the Group's
external auditor for the year ended 31 Decernber 2021.
The Committee reviewed the gudit transition process
with management and the external auditor at each
meeting in 2021 and were satisfied the audit transition
was completed effectively.

Significant judgements and estimations
in the financial statements

In preparing the accounts, there are a number of areas requiring
the exercise by management of judgement and estimation.
These matters were the subject of appropriate detalled analysis
and cornmentary in papers and reports to the Committee from
management and the external auditor. The Committee reviewed
the most significant accounting areas invelving such judgements
and estimates and these are described below.

Revenue recognition

The Committee discussed the timing of revenue recognition
on some of the Group's larger contracts. In addition, this is a
key audrt matter on which the external auditer reported to
the Committee. Having reviewed management’s process and
the external auditor's comments, the Committee cancluded
that revenues were appropriately reflected in the financial
statements. Note 2 to the financial statements provides
further information

Adjusting items

The Committee considered both the items treated as adjusting
and their application in APMs. In addition, this 1s g key audit
matter on which the external auditor reported to the
Committee. The Committee reviewed all adjusting items,

in particular the treatment of restructunng costs, acquired
intangible amortisation and tax related adjustments.

The Committee reviewed the amounts and appropriateness of
restructuring costs of £3571m and provisions of £31.6m disclosed
as adjusting rtems. It reviewed the restructuring costs incurred
by project to seek confirmation that they were non-recurring.

The Committee reviewed tax related adjusting items, including
the impact of the UK corporation tax rate change that resulted
in a one-off charge of £18.6m, and concluded management's
treatment was appropriate.

The Committee concluded there had been adherence to the
company’s adjusting tems policy.

Impairment of goodwill and intangibles arising
from acquisitions

The Committee considered the level of goodwill and intangible
assets held on the Group's balance sheet in respect of a number
of recent and past acquisitions and whether, given the future
prospects of these businesses, the carrying value in each case
remacined appropriate.

The year end balance sheet includes goodwill of £533.6m and
intangible assets arising on acquisitions of £157.4m.

Durning 2027, prompted by questions from the external auditor,
the Committee considered management'’s proposed
amendments to the methodology used to calculate the discount
rate for the purposes of impoirment testing and concluded this
was appropriate.

Impairment was also a key audit matter for the external auditor
who reported its findings to the Committee and also concurred
with the assessment that no impairments were required. Note 11
to the financial statements provides details regarding the
Group's Intangible assets and goodwitl.
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Inventory valuation

The year end balance sheet includes inventories of £3352m
after £46.2m of provisions. The Committee reviewed the
Judgements applied to standard costing valuations and
provisions against excess and obsalete inventory and
concurred with monagement's assessment.

Inventory valuation was a key audit matter for the external
auditor, in respect of which It reported to the Committee that

inventory valuation across the Group is considered appropriate.

Note 15 to the financial staterments provides details of
inventory vatuation.

Other judgement areas - tax and pensions

The Committee reviewed the adequacy of taxation provisions
for uncertain matters. Further details on these areas can be
found in Notes 3 and 9 respectively.

The Committee also reviewed the appropricteness of the
accounting treatment in respect of pension scheme liabilities,
including the actuarial assumptions used and the impact of
one-off special pension events. The Committee also recerved
a report reflecting appropriate expert input from the external
auditor, which concluded that the accounting for pensions
proposed by monagement was not matenally misstated.

The Committee supported management's ongoing efforts
to de-risk the Group's pension obligations. Further details can
be found in Note 14.

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 implementation of electronic evidence binders to provide
avtomated documentation of controls to facilitate remote
review. The Committee considerad the existing control framework
both in the context of the 'Restoring trust in audit and corporate
governance: proposals on reforms’ issued by the UK Department
for Business, Energy & industrial Strategy and in determining
what was right for the Group and supported management's
decision to esteblish a project team. The Committee supported
management’s decision to pilot in 2022 an automated baolance
sheet reconciliation tool, to assess how best to advance
automation solutions across the Group over the corming years.

Divisional Financial Directors

Alex Hunt

IMI Hydronic
Engineering

Sukhijit Purewal

IMI| Precision
Engineering

Roby Buyung
IMI Critical
Engmeering
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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 line to the
Committee and alse reports through the Finance Director to
the Chief Executive. Group Assurance work is primarily directed
towards financial control audits but also covers other selected
areds including project planning and implementation for major
business changes and internal control declarations.

In addition to the sites reviewed in the year, the principal projects
assured 1n 20271 focused on the Group's increasing use of digital
tools and included: central review of the Group-wide travel and
expenses system; IT system implementation within the Divisions;
and Capital and Raticnalisation project reviews. Group Assurance
works closely with the divisions to implement monitoning and
review processes to complement the internal and external

audit coverage.

Locations te be reviewed each year are selected on arisk
assessed basis, discussed and agreed with the Committee and
toke occount of the external auait plan. In 2027, as in any other
year, the plan is adjusted to meet changes in the business and
one audit was cancelled due to an internal restructuring. The
completion of actions arising from internal audits and reviews
is monitored by the Committee and the track record for timely
completion of actions 1s excellent.

During the year, 37 internal audit reviews were completed with

28 of these supported by divisional finance managers. As in 2020,
in response to the pandernic, o flexible approach and greater use
of remote audit procedures were used to deliver the internal audit
plan in 2021, with the Audit Committee being consulted on the
amendments at all of its rmeetings. The involvement of divisional
financial managers in the internal audit process continues to be
great value to cope with travel restrictions.

Group Assurance continues to use technology and automation
to facilitate remote reviews, making use of the Group's improved
ERP and data warehouse systems.

The Group Assurance team is led centrally by experienced, senior
internal audit professionals and across the Group there are over
100 staff trained to conduct internal financial contrel avdits.

The annual plon and resourcing 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 audits cevering 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 financial control audits at
other sites in their division. Financial control evidence binders have
been introduced 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 managerment and receved input from the external auditor.
The Caommittee supports the co-sourcing model, with the Group
Assurance team working together with experienced financiai
managers from the divisions to enhance the effectiveness of
gssurance processes. An area for improvernent in 2022 which was
identified for the Group Assurance team is to develop further its
capability to carry out cperational and commercial risk reviews.
The improvement actions for 2021 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 with the challenging
circurmstances of 2021 so that the level of assurance gained from
its aetivities during the yeor is equivalent to previous yeors,

External audit independence and
performance review

The Committee approved the praposed external audit approach
and 1ts scope based on the size and level of nisk of the entities
concerned. The Group and the external auditor take a nsk-based
approdch to audit and other assurance activity. The key audit
matters identified by Deloitte are set out in its report on pages
138 to 147 and were reviewed by the Committee in approving the
audit scope and plan.

The Committee considered the independence and objectivity

of the external auditor to be satisfactory. In assessing auditor
independence, the Committee had regard to the Financial
Reporting Council's {FRC) best practice guidonce for qudit
committees, In addition, the external auditor confirmed that its
ethics and independence policies compiied with the requirements
of the FRC's Ethical Standard. Te maintain the objectivity of the
audit process, the external audit partner responsible for the
Group 1s rotated within the audt firm at least every five years
and the current Senior Statutery Auditor, Dean Cook, was first
appointed for the 2021 qudit.

The policy on the engagement of the external auditor for
non-audit work reflects regulatory requirements. It requires
approvat by the Commuttee Chair for any non-audit engagement
for which the estimated fees exceed £10,000. The Finance
Director monttors ony proposed non-audit engagements of
Detortte and refers to the Chair for approval as appropriate.

The policy does not allow work to be placed with the auditor if

it could compromise auditor independence, such as functioning
in the role of management. Non-audit fees paid to the auditor
were £01m (2020 £01m), which represents 4% of the audit
fee and demonstrates the tight control which is maintained in
this area The only significant non-audit engagement during

the year was in respect of the nternim results review, which s
technically not statutory audit work but is typically placed

with the audit 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 is satisfied that Deloitte s fully
independent from management and free of conflicts of interest
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Pursuant to the power granted at the 2021 Annual General
Meeting, the Committee reviewed and approved the proposed
audit fee payable to Deloitte.

The Committee formally reviewed the effectiveness of the 2020
external audit process. As in other years, a questionnarre, sent
to over 25 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 results of the guestionnaire and feedback received, the
Committee believes the 2020 external audit process has been
good and effective. To enhance further the external audit process,
certain improverment actions were dentified, and plans were
put in place by Deloitte to address these during the 2027 audit.
Following the 2020 review of EY's effectiveness, Deloitte made
improvements in key action areas by increasing the use of digital
analytics teols to improve the effectiveness of the audit. The
Committee also reviewed the FRC's Audit Guality Review report
regarding both EY and Delortte as firms in this transition year

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 2021,

Audit tendering

Current legislation will require an audit 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 15 made and therefore not later than 2030
in any event.

Committee attendance and evaluation

Director Audit Committee % attended where
meetings eligible

Thomaos Thune Andersen YA 100
Carl:i’eter VFV(V’rstar' 3/3 100
DrAjsiPui 11 100
Isobel Sharp (Chair) 414 100

' Carl-Peter Forster retired on 31 August 2021 and Dr Ajetl Punijoined on
1September 2027,

The Committee reviewed its own performance and terms

of reference. [t received positive feedback on its performance,
with no recommended changes, from the internally facilitated
evaluation exercise carried out for the Board and each of its
standing committees. Minor amendments were made to

the terms of reference which are available on the Group's
website. The Committee is aware of the current external
debates on the roles and responsibilities of auditers and audit
committees. It s wgilant in reviewing its work to meeting
changing business needs as well as external developments.

The Committee approved this report on its work.

Yours faithfully

Isobel Sharp
Chair of the Audit Committee

24 February 2022
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Dear Shareholder

am pleased to make my report as Chair of
the Nominations Committee. This report is
intended to give an account of the Committee
and its activities. The core responsibilities

of the Committee include reviewing Board
composition, overseeing the development

of a diverse pipeline for succession, leading
search processes, making recommendations
for appointments at Board level and oversight
of appointments to the Executive Committee.
The full terms of reference of the Committee
can be found in the IMI Corporate Governance
Framework on the Company's website.

Composition

Thomas Thune Andersen, Caroline Dowling, Katie Jackson, Isobel
Sharp and | were members of the Commuttee throughout the
year. Dr Ajai Puri joined the Committee on 1 March 2027 and
Carl-Peter Forster retired on 31 August 2021 The composition
of the Committee meets the requirement of the Code that

a majority of members should be independent non-executive
directors, All of the non-executive directors on the Committee
are regarded as independent non-executive directors.

Attendance

Directar Nomco % attended

where eligible
Themas Thune Andersen 414 100
Caroline Dowling 4f4 100
Carl-Peter Forster’ 2/2 100
Katie Jackson 4f4 100
Dr Ajai Puri” ) 3/3 100
Isobel Sharp 44 100
Lord Smith of Kelvin {Chair) by 100

" Carl-Peter Forster retired on 31 August 2021
™ Dr Ajan Puri was appointed to the Committee on 1 March 2021

The Company Secretary and the Group HR Director attend all
meetings of the Committee.

The Chief Executive 15 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 ther
OWN SUCCeSSOr

The Commuttee reviewed and refreshed its own Terms of
Reference and the descriptions of key board roles, which were
approved by the Board to take effect from 1 March 2022.

Main areas of activity

Board changes and recommendations for election
and re-election

In our 2020 Annual Report we reported that Carl-Peter Forster
would complete nine years as a director in October 2021,

© We reported that the Committee had clready engoged Audeliss

to search for a new non-executive director te help ennich
diversity at Board level. Audeliss has no other connection with
the Company or any individual director. A formal, rigorous and
transparent selection process took place which was supported
by the Group Human Resources Director Liz Rose. Core
competencies for the role were scoped and agreed by the
Comrmittee, a long list of potential candidates was reviewed

and the short listed candidates were interviewed. Following this
process, the Committee recommended the appointment of Dr
Ajar Purni, which was approved by the Board. Ajal joined the Beard
and became a member of the Nominations and Remuneration
Commyttees with effect from 1 March 2021 He received a virtual
induction which is described in more detail on page 110
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Following Carl-Peter Farster's retirement and with effect from
1 September 2021, Thomas Thune Andersen became Senior
Independent Director and Carcline Dowling became the Chair
of the Remuneration Committee. Dr Ajar Pun joined the Audit
Committee. These appointments were recommended by the
Committee and approved by the Board.

All of the directors standing are recermmended for re-election
at the Annual General Meeting following Board approval of
the recommendations made by the Commuittee in this regard.
Further information {including a description of the personal
contribution of each director) can be found in the Notes to the
AGM Notice or in the director biographies on pages 82 and 83.

Composition & succession planning

The Committee has undertaken a comprehensive review of
Board composition supported by the development of a new
skills and experience matrix. The annual evaluation found that
the Board was considered to be well balanced, composed of

on appropriate balance of skills and experience to support the
Group's strategic objectives, with no major gaps. Please see

a summary of key board skills and experience on pages 82 and
83 and more detail on individual aspects of board composition
such as diversity, ethnicity, nationality, age and tenure is located
on page 93.

Boord succession planning features on the agenda at every
Committee meeting. The Committee has evolved the Board's
succession plan to provide more detail about the anticipated
timescales for changes in board positions (taking into account
tenure), plans for interim cover and in the short to medium term.
As part of future succession planning and to ensure a diverse
board is maintained, the Committee will also take into account
any critical experience, skills or expertise to ensure achieverment
of the strategy using the board skills and experience matrix, the
Board Diversity Pelicy (on page 110) and performance against
diversity targets (see page 37).

The Committee supported succession planning for the Executive
Committee in the year which resulted in the appeointrnent of
Louise Waldek as Group General Counsel & Company Secretary,
following the retirement of John O'Shea.

The Committee reviewed talent development and succession
planning for the top 184 roles in the Group with the support

of the Chief Executive and Group Human Resources Director.
The Committee was encouraged to see that significant progress
continues to be made (n terms of cultivating a stronger pipeline
of high-calibre talent, as demonstrated by the increasing
proportion of internal appeirtments now running at 69%.
Details of our leadership development and succession planning
processes are set out in the Environmental, Social & Governance
secticn on page 51.

Review of time commitments and contributions

The appointments of the Chair and non-executive directors are
made on the basis of a fermal letter of appointment including @
stated minimum time commitment judged oppropriate by the
Committee. In accepting their appointment to the Board of IM|,
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 contamed in the biegraphies on pages 82 to 83.
Prior to accepting additional external positions, non-executive
directors are asked to confirm they can continue to meet their
time commitment and discharge their obligations to M.

The Committee considers that the time given to IMl by each
non-executive director 15 sufficient and the Board is satisfied
that no director 1s evercommitted and unable to fulfil his or her
responsibilities. The Board is satisfied that | hove the necessary
time to devote to my role as Chair Details of the individual
contribution of each director can be found in the biographies

on pages 82 and 83.

Inclusion and diversity

Diversity and inclusion continues to be an area of focus,

and feedback receved as part of the annual Board evaluation
acknowledged improvements have been made in diversity at
Board and Executive Committee levels. The Board considers
diversity in its broadest sense to ensure a range of views are
given during discussions and the decision-making process.

The Board is commutted to gender and ethnic diversity, and its
rmembership reflects the recommendations of the FTSE
Women Leaders Review (formerly Hampton-Alexander Review
Committee) and the Parker Review Committee respectively.
The diversity of our Board is shown on page 93. Our diversity
reloted targets are contained on page 37

We have strengthened our gender diversity at Executive
Committee level in the year - we now have 43% female
rmembership on the Executive Cormmittee. The Executive
Committee includes three nationalities. 18% of direct reports to
the Executive Committee were femnale as at 31 December 2021

The Committee recognises the benefits a diverse pool of talent
can bring to a beardroom and remains committed to increasing
diversity across IMI. We wilt continue to review the composition
of the Board and the Executive Committee to ensure that we
have the right mix of skills and experience while maintaining cur
effectiveness and execution capabilities. The Committee's
oversight role in relation to inclusion and diversity was enhanced
this year through the development of o dashboard which
reported on performance and progress against relevant equity,
diversity and inclusion targets. Indicators on the dashboard
included gender pay gap metrics, equal pay confirmations,

and performance against external gender and ethnicity torgets.
The dashboard also collated relevant scores from the IMI Way
Day survey which provided insights into equity and inclusion.
The Committee was pleased with progress made and endorsed
management’s proposal to put in place the framework for UK
Ethnicity Pay Gap reporting and improve diversity at the
leadership level.

This year, the Committee reviewed the following Diversity Policy,
which was approved by the Board.
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Board Diversity Policy

The Company acknowledges the value of diversity in its
widest sense and its contribution towards effective Board
operations and decisions.

The Group operates an Inclusion and Diversity Policy which
is reviewed each year and provides the framework for
productive working relationships.

Taking account of its changing strategic needs, the Board
will ensure:

» The Board and its Committees have the appropriate
balance, composition and mux of skills, experience,
independence and knowledge to ensure their continued
effectiveness, having regard to external guidance
on diversity;

» A pipeline 1s maintained promoting diversity for
succession to the Board, Executive Committee
and Leadership Group positions;

» Only executive search consultancies who have signed
up to the voluntary code of conduct for executive search
firrns on gender dversity on corporote boards are
engaged when seeking appointments to the Board
so that the selection processes provide access toa
diverse range of candidates;

» Appeintments to the Board are made on the basis of
ment, with regards for suitability for role, Board balance
and composition and the required mix of skills,
background and experience - diversity will be a
consideration;

» Policies adopted by the Group promote diversity in
the broadest sense;

» Adeqguate and appropricte disclosure of:

- This Policy and diversity and inclusion initiatives
the Group has in place and the steps it 1s taking
to promote diversity at Board level and across the
Company including a description of progress made;

- The composition and structure of the Board;

— The gender balance of those in the Executive
Committee, their direct reports and the Leadership
Group; and

- The process of appointments to the Board; and

» This policy is reviewed from time to time to monitor
progress being made to assess its effectiveness.

Despite making meaningful progress in the year, there is more
work for us to do. Further infermation about the initiatives we
are implementing to increase inclusion and diversity across the
Group are detailed in the Environmental, Social & Governance
section on pages 46 to 47,

Non-executive director induction

A formal induction process for new nen-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 IMland is centred
around ganing 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
allew business farmiikansation and are also a good opportunity
to engage with o wider range of employees. Virtual Board site
visits were arranged but due to the Coronavirus pandemic
individual travel has been impractical for most of 2021,

The induction process for Dr Ajai Puri 1s summarised below:

» Ajai spent time (both virtually and face-to-face where possible)
with all members of the Executive Committee and the auditor.

» Ajai received a governance induction which included a briefing
on key matters relevant to each committee.

» Ajar attended a corporate induction day alongside new
leadership colleagues. This is an immersive and dynamic
induction focused on IMI's core values and how we can achieve
our purpose by focusing on solving key industry problems in
attractive markets. There 1s an integrity between the delivery
method and IMI's renewed focus on a growth mindset and
an innovative approach to problems,

» Ajar hos actively porticipated in @ number of Growth
Accelerator events, where innovation working groups present
new product and business ideas, engaging with the diverse
teams involved from the businesses,

» As part of a Board event, Ajai attended a virtual site visit to IMI
Critical's PBM site.
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Having served on several international Boards, | can
honestly say that IMI's onboarding process for NEDs is
amongst the best. | was able to spend quality time with
Roy, Dan, Liz and the Divisional Managing Directors. These
meetings gave me an excellent understanding of IMI's
strategy, innovation agenda, key markets and customers.
Besides strategy, it is also important for a newly appointed
NED to get a feel for the culture at a Company. My onboarding
was most helpful in this regard. | loved the approach of
building the corporate induction session around ‘solving

a customer problem’ which provided a very stimulating,
engaging, and uplifting experience.

Dr Ajai Pun

Following Caroline Dowling's appomtment as char of the
Remuneration Committee, induction meetings were held with
Willis Towers Watson (remuneration advisers), the Group Human
Resources Director and the Group General Counsel & Company
Secretary. To support Thomas Thune Andersen in his
appecintment as Senior Independent Director, a briefing session
was held with the Group General Counsel & Company Secretary.

Board continuing development

Appropriate training and other continuing professional
development is available to all non-executive directors and
regular updates are given during the year where relevant te the
business anising at Beard and committee meetings. For example,
tailored best practice updates were provided to the Audit and
Rermuneration Committees during 2021 and the Board received
arefresher on UK Market Abuse Regulations. Non-executive
directors are encouraged to undertoke appropriate external
tranning and most did attend external training during the year.

Committee evaluation

This year, supported by the Company Secretary, the Committee
reviewed its own performance using anonymous self-assessment
questionnaires. Feedback received was positive and the
Committee was considered tc operate effectively and focus

on the right things. The Committee valued improvements made
in diversity at the Board and Executive Committee. Under the
leadership of the Chair, the board appointment process was
considered to have been successful and effectively run by the
Chair. The Committee also recognised the support provided by
the Group Hurman Resources team in relation to strong tolent
development and talent acquisition planning.

There were no material evaluation actions reported in the 2020
Annual Report. Following discussion of the Committee
evaluation report, the Committee agreed to:

» maintain current levels of gender and ethnic diversity on the
Board and Executive Committee {adopting new measurable
objectives to reflect any changes in corporate practice);

» continue its emphasis on succession planning in 2022; and

» enhance Its exposure to high potential indwviduals across the
Group to support the next level of succession candidates
and pipehne.

Details of the evaluation of the effectiveness of the Board,
Board Committees, the Chair and individual directors conducted
in 2021 can be found on page 100.

The Committee approved this report onits waork.

Yours faithfully

Lord Smith of Kelvin
Chair of the Nominations Cormmittee

24 February 2022
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Remuneration Committee

On behalf of the Board, | am pleased

to present the Annual Directors'
Remuneration Report for the year ended

31 December 2021, This is my first report as
Remuneration Committee Chair following
my appointment on 1 September 2021.

Remuneration in 2021

Context

2021 was Roy Twite's second fuli year as Chief Executive and we
continue to make excellent progress to deliver on cur strategy.
Qur efforts are balanced on Value Today — delivering improved
returns through greater customer intimacy, operational
efficiency, and complexity reduction; and on Value Tomorrow -
investing in our future growth through engineering and market-
led innovation. The Committee is confident that its decisions
have been well judged and meaningful iIn ways that ensure that
the success of the Company fairly cascades down throughout
the arganisation and aligns the wider workforce with the

Chief Executive.

Last year, the Committee completed its review of IMI's executive
Remunerotion Policy which was presented for opproval ot

the Annual General Meeting. The Committee waos pleased

to see that 93.4% of shareholder votes supported the

new Remuneration Policy and 95.61% of votes supported

the Committee's implementation of the current

Rermuneration Policy.

Economic environment

Cur stretching 2021 annual incentive targets were set with the
ambition to achieve significant growth on 2020 results, which
included the temporary surge in ventilator valve demand, and
there has been no cause to adjust targets as a result of any
economic downturn coused by the COVID-19 pandemic.

Pay for performance

QOur focus this year has been to implement the changes
introduced in our new Policy, and to ensure our remuneration
arrangernents remain appropriate with a strong pay for
performance relationship between the Policy and its
implementation. A high proportion of our executive directors’
remuneration remmains closely tied to business performance.

The Committee select performance measures that align to

our purpose and the strategy, and when setting stretching
performance targets take into account a number of factors,
including the strategic plan, annual budget, analysts’ forecasts,
alignment with the wider workfarce, and economic conditions,
QOur objective 1s always to set stretching targets while at the
same time ensunng that strong underlying performance,
which can sometimes be obscured by external macro-economic
conditions, is recognised.

When assessing the level of performance achieved, the
Committee takes into account wider circumstances to ensure
incentive outcomes are a farr reflection of actual performance.
Further information about the process we follow when setting
targets and assessing performance is set out on page 118.

Key strategic and perfermance highhghts in 2021 include:

» Group revenue of £1,86é6m increased by 2% and adjusted
operating margin increased by 140bps, statutory operating
rmargin increased by 110bps

» Group adjusted profit before tax increased from £274m to
£307m, statutory profit before tax increased from £214m
to £245m

» Adjusted Basic EPS increased from 79.7p to 92.0p

» £200m share buyback completed in the yvear and shareholders
will receive a total dwidend of 23.7p - subject to approval at
the Annual General Meeting

The Alternative Performance Measures referred to above
are defined in Note 3.

Incentive outcomes

Annual incentives paid to executive directors in respect of
performance in 2027 were bosed on achievement of stretching
targets relating to Group adjusted profit before tax and
strategic and personal objectives, incorperating ESG metrics.
The Committee determined annuol incentive outcomes ranging
between 97.6% and 97.8% of maximurm for the executive
directors, which fairly reflects business, individual performance
and s ahgned with the wider stakeholder experience.

The 2012 IMI Incentive Plan {1'P") 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
75.3% in March 2022.
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As part of its determination of incentive cutcomes, the
Comrmuttee considered the underlying performance of the
business, external factors such as macro-economic conditions
and shareholder experience during the performance period.

The Committee alsc considered the impact of the Adaptas
acquisition in Diecermber 20271 which, it included, waould have
resulted in a slightly lower vesting outcome for the ROCE metric.
In ine with the principles of our Remuneration Policy relating to
corporate transactions, the Committee concluded that the
acquisition of Adaptas sheuld not lead to an adverse iImpact en
remuneration cutcomes, and have therefore excluded Adaptas
from the 2079 IIP award outcome. In addition, Group Assurance
performed an internal assurance review of the annual incentive
and the 20192 1P award outcomes.

The Committee concluded that the above outcomes were a fair
reflection of performance and did not consider it necessory 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 118
1o 1271 in respect of the annual incentive and page 122 for

the 2019 IIP award.

Remuneration in 2022

Policy implementation

Consistent with pricr years, salary increases effective 1January
2022 considered a range of factors including the increases for
the wider workforce, the financial performance of the Group

and prevailing economic conditions. For 2022 the Chief Executive
received a 4% base salary increase which is aligned to the general
increase applied to UK employees. The base salary for the Chief
Executive will be increased to £760,000 in 2022. Consistent with
the approach taken for other high performing employees, the
Committee awarded the Finance Director a 9% base salary
ncrease in recognition of his outstonding performance inrole
and taking inte account the competitiveness of salory and total
package relative to peers. The base salary for the Finance
Director will be increased to £506,300 in 2022. The Chair and
non-executive director fees were also reviewed and increased

by 4%, with effect from 1Janvary 2022.

Environmental, Social and Governance

The Committee reviewed the metrics that applied to the annual
bonus and |IP awards and considered whether any changes were
appropriate in accordance with the policy to further align
incentive arrangements to our Better World strategy.

Given the existing linkage of incentives to IMI's sustainability
agenda (see pages 120 and 121), the Committee has determined
that annual bonus for 2022 will continue to be contingent on

a PBT growth metric alongside strategic and personal objectives
for each executive director. Each Director will continue to have
specific, measurable Environmental, Social and Governance
(ESG) targets built into ther Strategic and Personal Objectives.
Furthermore, the ESG underpin will also remain in place

taking inte account any relevant Heaolth and Safety,
environmental, social or regulatory matters when

determining remuneration cutcomes.

During 2027, the Committee reviewed the Company’s long-term
incentive plan with a view to further strengthening its linkage to
our purpose [Breakthrough Engineering for o better world] and
the successful delivery of our long-term strategy. With Better
World at the core of this review, and in particular, our impact

on the Environment, the Committee unanimously agreed to
introduce a metric focusing on the reduction of our CO; emissions
(Scope 1& 2). This new ESG metnic will be the reduction of total
COs intensity (Scope 1 & 2) when compared to the 2019 base year
{2.78 tC0Oye per 1,000 hours worked) as at the end of the vesting
period of the award. This aligns to cur announcement in 2021

of halving our total CO; intensity (Scope 1&2) by 2030. The
threshold target will equate to a total reduction of CC; intensity
(Scope 1& 2) of 40% by the end of 2030 (1.67 tCOze per 1,000
hours worked) when compared to the 2019 base year with
meximum target proposed to be equal to o total reduction of
55% by the end of 2030 (1.25 tCO-e per 1,000 hours worked)
when compared to the 2019 base year. Vesting at threshold

will equal 25% with maximum vesting equalling 100%. This new
metric will be introduced into the IIP from 2022 and have a

10% weighting.

In light of wider, continued global econemic uncertainty the

Committee considered whether the performance metrics for

LTIP awards remain appropriate before concluding that the

existing metrics of TSR, EPS and Return on Capital Invested

{ROIC*), remain aligned with strategy and with the creation

of shareholder value and each will have a 30% weighting.

* 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

The Committee believes that with the introduction of the new
long-term incentive metric, there is now clear alignment for
both short and long-term incentives with cur Better World
purpose which also promotes the long-term sustamable
success of the strategy.

Finally, | would like to take the opportunity to thank my
predecessor Carl-Peter Forster for his excellent stewardship
of the Committee as demonstrated by the high level of
shareholder support we received for both the renewal of
Chrectors' Remuneration Policy and 1ts implementation at
the 20271 AGM,

Yours faithfully

Caroline Dowling
Chair of the Remuneration Committee
on behalf of the Beard

24 February 2022



114

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 5 May 2022,
The report includes details of the work of

the Committee, the pay received during the
year in accordance with our current Directors’
Remuneration Policy, approved by shareholders
at the Annual General Meeting in May 2021,
A copy of the approved Directors’
Remuneration Policy is included in the 2020
Annual Report which can be found on the

IMl website,

M ple Annual Report & Accounts 2021

The Committee

Composition

The members of the Committee throughout the year were
Carl-Peter Forster (outgoing Chair), Caroline Dowling {incoming
Chair), Katie Jackson and Dr Ajai Puri. in accordance with the
Code, all the non-executive directors are regarded by the Board
as independent. As previously noted, Carl-Peter Forster stood
down from the Board on 31 August 20271 and Caroline Dowling
became Chair of the Committee from 1 September 2021. Dr Ajai
Pur joined the Board and Committee on T March 2021. Caroline
Dowling meets the requirements of the Corporate Governance
Code having mere than 12 months' previous experience on a
remuneration committee before being appointed Remuneration
Committee Charr,

Responsibility

The Cornmittee 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
reviewed and refreshed in 2021) are included in the IMI Corperate
Governance Framework and are available on our website

Internal advisers to the Committee

During the year, the Committee consulted the Chief Executive,
regarding the packages of members of the Executive
Committee. It also received support from the Finance Director,
the Group Human Resaurces Director, the Head of Group
Reward and the Company Secretary, who is also secretary

to the Committee. None of these indiduals were involved

in determining their own remuneration.

External advisers to the Committee

Independent remuneration consultant, Willis Towers Watson,
is formally appointed by the Committee und provided advice
on executive remuneration to the Committee in 2021

| The Committee noted that the firm are actuaries and

| administrators for IMI's UK Pension arrangements.

The Commuttee is comfortable that these activities do

| not represent o conflict of interest and that objective and

independent advice continues to be received by the Committee
from the dedicated team servicing it at Willis Tewers Watsen.

‘ The fees charged by Willis Towers Watson in respect of advice

and services to the Committee totalled £102,250 i1n 2021

Willis Towers Watson are signateries to the Remuneration
Consultants' Code of Conduct in the UK,
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A summary of the Committee’s activities
during 2021

The Committee had three formal meetings during the year;
attendance can be viewed in the table adjacent. The principal
cgenda items were s follows:

» final review and approval of the Directors' Rermuneration Policy
presented at the 2021 AGM;

» a review of total compensation packages of the members of
the Executive Committee alongside o deep dive into the 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 2021 share awards to members of the
Executive Committee;

» prospective review of the performance metrics and targets
for the 2021 incentive cycle;

» consideration of prevalence of ESG within strategy and current
linkage to incentives, paying particular attention to clarity,
simplicity, risk, predictability, proportionality and alignment
to culture;

» developrment of a proposal to ink the Better World strategy
to the Long-Term Incentive Plan structure by including a CO;
Intensity metric for 2022;

» review of IMI's gender pay gap dota for 2021 against the prior
years' data;

» review of IMI's pay ratic of the Chief Executive to UK employees
and underlying calculation methodslogy;

» review of a report presented to the Board by Themas Thune
Andersen in his role as non-executive director with responsibility
for employee engagement. Consideration of how Director pay
aligns with that of the wider workforce;

» receipt of an update on the UK corporate governance and
regulatory environment, and updated reporting regulations;

» review of the performance of the independent remuneration
consultants to the Committee;

» review of risks as they relate to executive compensation;

» review of the Committee’s own performance, constitution
and terms of reference; and

» review of executive director’s service agreements,

Attendance
Director Rem ion % attended where
Cormmittes meetings eligible
Caroline Dowling (Chair) 3 100
DrAjaiPurit 2 100
Carl-Peter Forster® - 2 100
Katie Jackson 3 100

" Dr Ajai Puri joined the Rernuneration Committee on 1March 2021

i The July 2021 meeting was Carl-Peter Farster's last meeting before he stood
down frem the Board

Annual General Meeting voting outcomes

The following table summarises the details of votes cast for and
against the 2020 Annual Directors’ Remuneration Report along
with the number of votes withheld. The Committee will continue
to consider the views of, ond feedback from, shareholders when
determining and reporting on remuneration arrangements.
Votes for Votes withheld

Voting item Votes against

Directors' 95 61% 4 39% 06%
Remuneration

Report

Directors” 93 40% 6 60% 10%
Remuneration

Policy
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Executive single figure table (qudited)
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| Annual ! Long-term Other items in the nature
Fixed pay ! voricblepay | varioble pay of remuneration
(£000) 1 (£000) ) (£000) (£000)
i 1
’ , ) ; Total Total
| | fixed varioble
Bose Taxable ! Annuglincentive IMi Incentive All-employee ! Total pay pay
Director salary® Pension? benefits bonus l Plan ('lIP") share plans (£000) (£000) {£000}
See page Page 117  Poge 117  Poge 117 Pages118to 121 Page 122 Page 124
2021 731 80 25 1,427 1.709 -] 3,978 836 3,142
Roy Twite
2020 684 75 23 1051 618 4 2455 782 1673
2021 445 79 47 681 948 7 2,227 591 1,636
Daniel Shook
2020 435 87 35 500 428 4 1,489 557 932

" On 30 March 2020, the Boorg onnounced thot both the Chief Executive ond Finance Director agreed to a 20% salary reduction. effective 1 May, for three months ended on
31 July 2020 Pension allowance as a percentage of salary remained the same, and hence reduced in absolute terms, in ine with the salary reduction

- Damel Shook cantinued to receive a pensien allowance of 20% of salary during 2020 As previously stated, Oaniel Shook's pension aflowance will reduce as per the following
schedule from 1January 2021 17% of salary, from 1 January 2022 4% of salary, and from 1January 2023 11% of salary

Roy Twite served on the Board of Halma plc during the year and received fees of £58,500 in respect of this appointment,

which he retained.

Daniel Shook served on the Board of Ultra Electronics Holdings ple during the year and received fees of £67,625 in respect of his
appointment, which he retained.

These figures have been calculated as follows:

Base salary ond fees:

Pension:

Taxable benefits:

Annuel incentive bonus:

IMI Incentive Pian ('llP"):

the actual salary recewvable for the year

the cosh allowance paid in heu of pension

the gross value of all taxable benefits {or benefits that
would be taxable for a person tax resident in the UK)
recewved in the year

the volue of the annuolincentive payoble for
perforrmance i respect of the relevant finanaial year
{up to half Is automatieally delivered in the form of
deferred bonus shore awards, when the executive
director does not meet their share ownership
raquirement), however, the plan rules permit payments
to be made whelly in cash

the value on vesting of the nil cost aptians that were
subject to performance conditions over the three-year
periog ending on 31 December in the relevant financial
year {see share price assumptions below)

Share price assumptions:

All-employee share plans:

Total fixed poy:

Total variable pay:

for shares vesting in 2022, that reloted to performance
in the three vears to 31 December 2021, the average
share price over the final three months of 2021

(1,720 83 pence) 1s used to estimate the value of shares
onvesting The value of the award shown in the table
that s attributable to share price appreciation s mik

the value of free shares at award and dividends under
the Employea Share Ownership Plan in the relavant
finanaal year and the intrinsic value of Sove as You
Earn share options on the dote of grant in the relevant
financial yeor (applying a 10% discount as permitted
under the Save as You Earn Share Plan)

Sum of fixed pay columns

Surr of annual Incentive Bonus, IMI incentive Plan {1IP'),
all-employee share plans, and dvidena equivalent
payments (f applicanle)
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Executive remuneration received in respect of 2021

Base salary

Consistent with prior years, salary increases effective 1January
2021 considered a range of factors including the increases for

the wider workforce, the financial performance of the Group and
prevailing economic conditions. The average increase for employees
In2027was 2.3%.

For 2027 the Chief Executive received 1.5% and the Finance Director
receved 15%. Base salary levels were set at £730,800 for the Chief
Executive and £464,500 for the Finance Director.

Pension

Effective from the date of his appointment as Chief Executive,
Roy Twite received a cash allowance equivalent to T1% of base
salary which Is consistent with the average global employee
pension opportunity for employees

Daniel Shook, Finance Dwrector receved a cash allowance of 17%
of salary. His allowance will reduce 3% p.a. until 1 January 2023
where he will receive a cash allowance equivalent to 11% of base
saltary which 15 consistent with the average global employee
pension opportunity for employees.

Pension benefits for past service

Roy Twite was previously an active member of the defined
berefit IM| Pension Fund, the assets and liabilities under which
were transferred to either the IM| 2074 Pensioner Fund or the
IM1 2014 Deferred Fund {'the Fund') in 2014 He opted out with
effect from 1 February 2007, befare he became an executive
director, and as a result he retains past pensionable service up
to that date in the Fund.

The key elerments 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 IMI any time after age 60
without an actuanal reduction applied to his pension,

» on death after retirement, o dependant’s pension is provided
equal to 50% of the member's pension.

» should he die within the first five years of retirerment, the
dependant’s pension is increased to 100% of the member's
pension for the remainder of the five-year period.

» pensions in payment more than any guaranteed minimum
pension, are increased each year in line with price inflation up
to o maximurm of 5% in respect of pension buikt up before
1 January 2006, and 2.5% in respect of pension built up after
TJanuary 2006,

Accrued pension in the Fund
as at 31 December 2020

£000pa

Accrued pension in the Fund
as at 31 December 2021

£000pa

Benefits

During the year the executive directors received several
benefits, which are summarised below.

Roy Twite Daniel Shook

7 zo;1 2020 2021 2020

Non-cash benefits 5 3 33 21

{£000)

Company car and fuel 20 20 14 14

allowance (£000)

ABowances and - -

reimbursement (£000)

Total 25 23 47 35

Roy Twite 79 73

In addition to the above benefits and allowances that are
included in the single figure table (refer to table on page 116),
the executive directors are dlso beneficiaries of company
policies that have no taxable value, including directors’ and
officers’ insurance, death in service cover, travel insurance
and personal accident cover.
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Annual incentive bonus

In setting targets and assessing performance the following process 1s adopted by the Committee:

1. Set performance
measures aligned

2. Set stretching
perfermance
targets

with strategy
and budget

3. Assess
performance

4. Take account
of wider
circumstances

5. Apply discretion
if required

As per the Palicy, the Committee reviews and selects
performance measures, targets and ranges annually, which take
acecount of the economic conditions, strategy and the priorities
of IMI at the time.

1. Set performance measures aligned with
strategy and budget
The Committee reviewed and selected performance
measures for 2021 that were fully aligned to the business
strategy and the annual budget as approved by the Board
in December 2020. The 2021 annual incentive bonus focused
on just one financial metric and non-financial metric.

These included:
» Group adjusted profit before tax (80%)
» Strategic and personal objectives (20%)

Free cosh flow waos also monitored ond, f st moteriolly
underperformed against budget, the Committee were
reqguired to automatically consider applying
downward discretion.

There was alsc an Environmental, Social & Governance
(ESG) underpin te provide discretion for the Committee
to take into account any relevant ESG matters when
determining bonus outcormes,

For 2022, see page 128 for information regarding the
financial metric.

g

Set stretching performance targets

In setting stretching perfermance targets the Committee
considered a range of influencing factors thot included

the strategic plan, the annual budget, analysts' forecasts,
econemic conditions including the ongomng impoct of
COVID-19, ndviduals’ areas of respansibilities and the
Committee's expectations over the relevont 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 perfermance target range itself was established
based on the annual budget and required significont
outperformance for executive directors to achieve
the moximum.

Assess performance

Results were ahead of expectations given the downward
economic and market headwinds:

l

L

» Group revenue of £1,866m increased by 2% and adjusted
operating margin increased by 140bps, statutory operating
margin increased by 110bps

» Group adjusted profit before tax increased from £214m to
£307m, statutory profit before tax increased frem £227m
to £245m

» Adyusted Basic EPS increased from 79.7p to 92.0p

» £200m share buyback completed in the year and
shareholders will receive o totol dvidend of 23.7p -
subject to approval at the Annual General Meeting

The Alternative Performance Measures referred to above are
defined in Note 3.

Take account of wider circumstances

The Commuttee believes thot the range of measures used

to assess performance of the annual incentive bonus ensures
that performonce 1s assessed using o balanced approach,
that is fully aligned with the business strategy.

The Committee also considers the wider workforce
remuneration and policies when making decisions on
executive remuneration. Given the performance noted above
and wider operational achieverments, the Committee is
comfortable that the 2021 annual incentive bonus outcomes
represent. a fair reward for performance delivered.

Discretion to override formulaic outcomes and
to apply maius and clawback

Depending on the circumstances, the Committee may
exercise judgerment in assessing performance and
determining the level of achieverment.

The Committee has full discretion to override formulaic
outcomes and to reduce the amount of any annual bonus,

to 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 s discovered that the Company has misstated its
fingncial results, there has been an error or muscalcwlation in
respect of an award, there has been gross misconduct, there
15 erroneous or misleading dota or in any other circumstances
as the Committee sees fit. Such other circumstances may
include, but are not limited to, serious reputational damaoge
or corporate failure.

The Committee has considered the position and determined
thaot for 2021 it 15 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 table below is the achievement against Group targets applicable for Roy Twite and Daniel Shook.

Diractor Measure Maximum Performance targets Actual Actual Actval performance as
opportunity N - —-—————————-—= —-  performance performance a percentage of metric
(% of bonus Threshold Target  Moximum (Em) (% out of 100} weighting
apportunity)
All executive  Group adjusted 80% £263.0m £276 Bm £290.6m £3239m 100% 20%
directors profit before tand
Strotegic and 20% See table on pages 120 and 121

personal objectives

100%

! Adjusted Group profit before tax, as set out In the Consolidoted Income Statement on page 148, odjusted for the rmpact of foreign exchange, acquisitions
and disposals

Strategic and personal objectives

As part of the strategic growth plan, the Committee sets each executive director several strategic and personal objectives each year.
Performance against these objectives is assessed using a combination of quantitative and qualitative reference points to ensure o
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 personal objectives, the Committee considers the wider performance of the Group.
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A summary of the strategic and personal objectives set for 2021 and the performance against them is provided in the table below.

Director

Roy
Twite

O
%)
1)

2021 Strategic and personal objectives

Strategic growth: Fully embed a culture of market-led
innovation across M 1o accelerate profitable growth
Execute major strategic projects on time and to budget
Continue to develop acquisition options and refationships
across all three divisions, ensuring successful acquisitions
have rebust integration planning, financial contrels

and resourcing

Strengthen orgonisotion: Drive succession plan and
gevelop the depth of talent in the erganisatian across alf
management roles Continue to build the IMI Executive
teamn and accelerate its performance Furtherimprove

employee communication and engagerment

Deliver projects: Focus the entire management tearn on
profitable growth, ensuning each part of the orgamisation
15 designed most appropriately to achieve this Optimize
each dwvision's performance to deliver the strategic plan

Environment: Focus on elevating the visibility of IMI's
progress, further developing metrics and targets Advance
'FTSELGood' scores to ensure entry In the next twe yeors
Continue to monitor and review that HSE, quality and nisk
reprovement plans are robust and delivered acrass the
three dvisions

Sociak Drive @ proactive diversity and inclusion cutture
throughout the organisation Ensure that IMI's values
are Iived by and any breaches are investigated with any
resultant improvements plans implemented

Governance: Ensure IMI's financial controls and reporting
integrity ore maintained ot the highest level Continue to
regularly update our key shareholders

Commentory Weighting Performance
{% of achieved
maximum) (% of

maximumy}

» Qur Better World strategy of customer focus, market-led 200% 88%

innovation and cormplexity reduction was deployed effectively
in 2021

» Growth Hub orders trebled to £23m and aver 700 employees were
involved in Growth Accelerator intiatives.

s IM| Precision Engineering's "Customer First’ organisationsl
restructuring programme was completed with more simphfication
to follow

» Ml Hydronic Engineering structures were sirnplfied with the
consolidation of manufactunng and warehouses

» The ocquisition of Adaptas was completed in late December 2021

» M Executive team parformance continues to improve The
recruitment of Louise Waldek enhances the diversity of the
Executive team

» Chief Executive and executive succession pipeline was
strengthened with streng candidates identified and undergoing
rapid developrnent prograrmmes

» Employee engagement scores Improved significantly with 80% of
ernployees ‘recormmending IMI as a good employer to friends and
family’ compared to 73% in 2020

» Empleyee engagement improved significantly througn quarterly
Executive videc calls to the Leadership Group and our new
communications platfarm; Weorkplace

» The IM| Executive Committee and Leadership Group all focused
ther efforts on profitable growth to create a better world

» IMI Precision Engineering was reorganised around ts end-markets
through the ‘Custamer First imtiative, with stronger business unit
leadership put in place

» IMI Critical Engineening won £ 20m in new business from Growth
Hub initistives, and continued te grow its after-market business

» IMI Hydronic Engineering structure was simphfied to enable
growth by restructuring manufactunng

» Risk mitigation octions in the supply chain have proved effective
so far in the pandemic Total Recordobie incident Frequency Rate
decreased from 0 57 1o 0 56

s [MI re-entered FTSE4Good in 2021 which vias achieved akeaa
of schedule

» Total CO:e ermissions have dlse been reduced by 23% since 2019

» M| Executive Comrmuttes naw incluges three fernale members out
of a total of seven

» Half of graduates recruited were fernale for the secend year
TUnning

» Employee engogement scares have improved further and §7% of
employees now feel that they are treated farly and with respect
compared to 80% ayear age

Financial cantrols improved in the year as per external auditors
assessment Over 100 interactions wath institutional ond gther
sharehsolders took place including meeting with 80%

of top 20 sharcholders
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Director 2021 Strategic and personal objectives Commentary Weighting  Performance
(% of achieved
maximum) (% of
maximum)
Daniel Strengthen finance organisation; Ensure finance » Finance leadership team changes were implemented 20 0% 89 0%
Shook leadership changes are successful and enhance internal effectively with a strong and committed tearmn now in place
succession options Develop a strong, diverse pipeline of
talent and mantan high levels of engagement within » Strong recrutrment has |mproved the_tclent pipeline and
the finance funchion enhanced succession planning for senior fingnce roles
Deliver projects: Deliver new employee engagement » Waorkplace, the new employee communications platform was
project to crecte a dedicated internal communications successfulty launched in May 2021 and has transformed the
platform. Advance the use of automation within the way IMI s able te communicate effectivaly with employees
finance function, ensuring no control degradation Reduce
financial reporting complexity, delivering 50% reduction » Financial reporting simplification programme was
n maonthly reporting data. Actively engage and support completed in 2021 with a 50% reduction in monthly
the delivery of divisional Growth Accelerator ond new reporting data achieved
Product development targets » A new outomated reporting tool was successfully piloted
during 2021 wath further development plans in place
for 2022
Envirgnment: Ensure ESG activity and reporting is » Achieved re-entry to FTSE4Good earlier than anticipated
i delvared to a high standard. Support imtiatives to n 2021
advance progress to enter 'FTSE4Good'
o Social; Cnsure IMI bas a diverse list of condidates en » New hiring protocels have been embedded during 2021 to
€62 the short list for all open Finance positichs ensure Ml has a diverse list of candidates for open positions
te)

Governance; Effectively manage the cudit transition
process to ensure a quabty and efficient audit from
Deloitte in 2021.

@

» Mare new hires into the Finance team have been female,
continuing to Improve the diversity of the team

» The new audit team have transitioned suceessfully and the
onboarding process has been smooth Early insights provided
by Delortte supporting the decision to make
the appointment

Performance under the financial metric (80% of the total annual incentive bonus achievernent) and the strategic and personal
objectives (20% of the total annual incentive bonus achieverment) and the total achievement (% of maximum) is set out below:

Director Actual performance of Performance achieved under the 2021 maximum bonus achieved

financial metrics (%) strategic and personal objectives (%) (% of moximum)

Roy Twite 80% 17.6% 97 6%

Daniel Shook 80% 178% 97 8%
Based on the performance described above, the annual incentive bonus outcomes for 2021 are set out below:

Director 2021 maximum 2021 maximum  Total bonus Total bonus Achievement of share Bonus delivered Bonus deliverad

bonus opportunity bonus achieved awarded awarded ownership guidelines in form of cash in form of share

(% of salary) (% of maximum) {£000) (% of salary) ot 31 Dec 2021 {ECOD) awards (£000)*

Roy Twite 200% 97 6% 1427 195% 191% 1427 -

Daniel Shook 150% 97 8% 681 147% 166% 681 -

- Deferred bonus share awards are made where the executive director 1s yet to reach therr share ownership guidonce Details of the share ownership guidelines can be found on

page 123
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Awards vesting under the lIP

In March 2019, performance share gwards were made to the executive directors under the lIE The vesting of the owards wos
subject to the achievement of three independent performance conditions as described below, measured over the three-years
ended 31 December 2021 The 2019 IIP award will vestin March 2022 at 75.3% of maximum.

Director Initial award Value on date of Number of initial Additional dividend  Totual shares vesting Volue of shares on

award’ (£000) shares vesting equivalent shares vesting? (£000)
Roy Twite 120,758 1214 90,930 8,386 99,316 1,709
Daniel Shook 46,962 473 50,422 4,650 55072 948

! The three-day average roid-market price on the date of award was 1,005 00 pence

- The price on vesting is unknown at this time and 5o the total number of shares vesting 15 valued at the average price over the last quarter of 202711720 83 pence

Return on capital employed (ROCCE)

25% of the award was subject to the achievement of ROCE.

This measure 1s defined as adjusted operating profit as a
percentage of the average capital employed during the

financial year ended 31 December 2021, Capital Employed being
Intangible Assets {excluding Acquired Intangibles and Goodwall),
Property, Plant and Equipment and Working Caprtal. It cornpares
the earnings of the Group with the Capital employed. ROCE was
chosen as a measure as it represents how well the Group has
used 1ts investrent made by shareholders and capital from
creditors to generate a profit.

The portion of the share award that will vest reloted to

ROCE performance in the final vear of the performance period.
For ROCE of less than 40% no award under this element will
vest. 25% of the award will vest for ROCE of 40%, nising on

a straight-line basis to full vesting for ROCE of 50%. At the
end of the performance period return on capital employed

was 47 7% resulting in this element vesting at 20 7%.

Total Shareholder Return (TSR)

25% of the award was subject 1o the achievement of
arelative TSR performance measure against a defined

group of companies adjusted during the performance period,
to toke occount of merger and ocquisition octivity during the
performance period in ine with the Cormmittee’s established
guidelines. TSR is defined as the movement in share price during
the performance penod, measured in lecal currency, with
adiustment 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 @ measure as it is
an external, relative benchmark for performance that aligns
executives’ rewards with the creation of shareholcer value.

The portion of the aword that will vest related to TSR depends
on where IMI ranks in the comparator group. For a TSR rank that
15 below median, no award under this efement will vest. 25%

of the award will vest for median TSR, rising on a straight- line
basis to full vesting for upper quartile TSR At the end of the
three-year performance period, the Group ranked 9th of the
peer group. The resultant vesting outcorne for this element of
the award 7.0%.

Group adjusted profit before tax growth

50% of the award was subject to the achievernent of the
Group adjusted profit before tax growth measure. This measure
is defined as the profit before tax before adjusting items as
shown in the audited acceunts of the Group, adjusted for

any exceptional items, including significant acquisition and
disposal and foreign exchange movements, at the

Committee's discretion.

Adjusted profit before tax growth is a key measure for IM|

as it gives an indication of the strength of the Group's financial
performance and shows the amount available to reinvest into
the business and pay a return to shareholders through dividends.
For growth of less than 2.5% per annum, no award under this
element will vest. 25% of the award will vest for growth of 2.5%
per annum rising on a straight-hine basis to full vesting for
growth of 7.5% per annum.

Qver the three-year performance period ended 31 December
2021, IMI delivered Group profit before tax growth of 6.9%.
The resultont vesting outcome for this element of the award
is 45 6%.

Deferred bonus share awards

In March 2019, deferred bonus share awards were also made
under the [P which vest in March 2022. These are the form

of share award used for mandatory bonus deferrai into shares
of up to 50% of annual bonus pavable, where the executive
director 1s yet to reach their share ownership guidefine.
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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 achrevement.

The Committee has full discretion to overnde formulaic
outcomes and to reduce the amount of any IP award, to reduce
the nurnber of shares subject te any form of share award and/or
to impose an obligation to make a payment to the Company in
the event:

» the Company misstated financial results;
» the Company suffers senous reputational damage;

» if there was an error or miscalculation in determining the size
of the awaord,

» gross misconduct by dn executive; and/or

» the Remuneration Committee has made decisicns using
erroneous or misleading data; or

» 1in such other circumstances as the Committee sees fit.

The Committee has considerad the position and determined that
for 2027 1t 1s not appropriate for any reason to exercise the
discretion to override the formulaic outcome of the 2079 [IP
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 IMIworth at least 250% of salary for Roy Twite and 200% of
salary for Daniel Shook.

The Policy permits the Committes discretion to determine
that up to 50% of any annual bonus earned is deferred into
shares unti! the share ownership guideline is achieved together
with 50% of any vested share awuards. Each executive 1s then
required to maintain this share ownership guideline (subject to
allowances for share price fluctuations and changes in base
salary thereafter).

When assessing compliance with thes 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 Shock have met their guidelines (as at 31 December 2021)
as outlined above, their entire 2021 bonus will be delivered

in cash,

Share interests granted to executive
directors during 2021 (audited)

Grants made under the lIP

Performance share award grants under the [IP were made on

22 March 2027 in the form of nil-cost cptions. Awards are due

to vest on 22 March 2024, subject to performance in three core
areas aligned to our longer-term strategic priorities: Adjusted
EPS growth (¥5), relative TSR (¥4), and ROIC (). After vesting,

a holding penod of twe years applies subject ta the sale of shares
as required to meet tax liabilities ansing on vesting.

The perfarmance targets, which consider the Group's approach
to implementing accounting changes under IFRS 16, and vesting
scale that apply to the 2021 IP awards are as follows

Adjusted Relative TSR ROIC Level of

EPS vesting

Threshold 3% Median 115% 25%

Moximum -7 5% Upper quartile 135% 100%
 Weighting v, % %

The following performance share award grants were approved
and made in 2021:

1P shores Value on date of Award os a

awarded award? percentage of

(E000) salary

Roy Twite 139,288 1.827 250%
Daniel Shook 53,119 697 150%

* The three day average mid-market prnice on the date of oward was 1,311.67 pence

The IIP is also used to grant deferred bonus awards exercisable
ofter three years to satisfy bonuses delivered in the form of
shares. Detuils of these additional lIP awards made in 2021
are shown in the table on poge 125 under the ‘without
performance conditions’ column. No performance conditions
apply to these awards.
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For share awards granted in 2021 the TSR group included 18 companies to ensure 2027 algnment with our peers and comparison
to cornpanies with similar products, customers and global spread. The 2027 peer group includes the following comparnies which 1s

broadly consistent with our 2020 peer group (changes in boid), and

TSR comparator group companies

in line with the Committee's guidetines:

Belimeo Ingersoti-Rond US Ine

Circor ITT

Curtiss-Wright Morgan Advanced Materals
Eaton Parker-Hannifin

Emerson Electric Rockwell Automation
Flowserye Rotork

SMC

Smiths Group
Spectris
Spirax Sarco

SPX
The Weir Group

All-employee share plans

Execuytive directors are eligible to participate in the all-employee share plons on the same terms as other eligible employees at IMI.

All Employee Share Ownership Plan

M| Sharesave Scheme

Number of shares Value of free Number of options Valug of Total value under the

awarded share award? awarded opticns? Dividends dll-employee share
(£00C) (£000) CE£000) plans (£000}
2021 259 4 1,542 2 - 6
Roy Twite

2020 436 4 - - - A
2021 259 4 2,571 3 - 7

Daniel Shook
2020 436 4 - - 4

*1In 2021 free shares were awarded at o share price of 1389 33 pence (824 97 pence in 2020).

{n 2021 SAYE awards were made at o 10% discount and the value shown s the intrinsic gain at the date of grant, calculated in accordanice with the single figure

reguirements {on page 116)

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 Decemnber 2027 and 31 December 2020

Director 2021 (£600) 2020 (£000)

Base fees Additional Taxable Total Buse fees- Additienal Taxable Total

fees benefits* fees benefits?

Lord Smith of Kelvin® 311 - 3 314 317 - 1 318
Carl-Peter Forster™* 45 19 - 7 64 63 24 2 89
Birgit Nsrgoord® - - - - 11 4 B 15
Isobel Sharpt 68 17 ' 87 63 16 1 80
Thomas Thune Andersen’ 68 14 5 87 63 4 1 58
Katie Jackson 68 - 2 70 63 1 64
Caroline Dowling* 68 ) 3 7? 63 - 2 65
Dr Ajoi Puri 57 6 63 - - - -

" On 30 Mareh 2020 the Board agreed to a 20% salary reduction in fees, effective
1May 2020, for the three months ended on 31 July 2020

« Taxable benefits includes travel and hotel expenses plus tax costs assocated
with Board meetings held at IMIHQ

*Includes fee for Semor Independent Director (pro-rated)
“Includes fee for being Chair of the Remuneration Committee (pro-rated)

* Includes fee for being Chair of the Remuneration Committee (pro-rated) and
the non-executive director with respensibility for ermployee engagement

“Includes fee for being Chorr of the Audit Committee

Includes fee for Senior Independent Director {pro-rated) and non-executive
director with responsibility for employee engagement ang for ESG matters

* As a consequence of the Company being near to its Articles of Association hmit
on payrments 1t may make to Directors, the Chau, Lord Smith of Kehin agreed
to a £27778 underpayment of his £338,500 fee in 2621 The Char will be repand
in 2022 We shall be seeking sharehalder approval at the 2022 AGM to ncrease
the payment it within our Articles’ of Assaciation
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Directors' shareholdings and share interests (audited)

The following tabte summarises the share interests of any director who served during the year as at 31 December 2021 or at the

date of leaving the Beard.

During the period 31 December 2021 to 24 February 2022 there were no changes in the interests of any current director from those
shown save for purchases within the IMI All Employee Share Ownership Plan on 11 January 2022 of @ shares on kehalf of Roy Twite
and 8 shares on behalf of Daniel Shook at 1,679.00 pence per share, and 8 February 2022 of 9 shares on behalf of Roy Twite and 8

shares on behalf of Daniel Shook at 1,645.00 pence per share.

Director i Total | Beneficial ; Scheme interests
C s et | Nt T Avemptoms |
i ! . WW'lth perfé;iﬁ;nce conditions 1 Without performance conditions ‘ share plans
i li 7 B , _(c!_eferra‘d bonus share uwurds__)_ -
i j 5 Unvested! | Vested but - Unvested Vested but |
) ; ; unexercised } ‘ wnexercised |
Roy Twite 726213 189,345 506,716 20,995 - 2,157
Daniel Shook i 329,227 80,143 216,078 30,260 : 2,746
Lord Smith of Kelvin 14,300 14,300 -
Carl-Peter Forster 2,625 2,625 -
1sobel Sharp 7 7 3.000 3,000 -
Tfl;:mus Thuﬁé;;dersen 2,635 2,625 - - -
Katie Jackson 7 2,846 2846 -
Caroline Dowling 1714 1714 . - -
Dr Ajai Puri 3,000 3,000 - -

1Vesting dates of share awards are showr in Note 6, page 166

Relative importance of spend on pay

The following information is intended to provide additional
context regarding the total remuneration for executive directors.

2021 2020 Change
(Em) (Em)
Dividends 618 216 -32 5%
Total employment costs for Group 5937 5832 18%

(see Note 5 on page 165}

In 2027, the total dividend for the year of 23 7p represented an
increase of 5% year over year. The share buyback programme
returned £200.0m to shareholders in the year.

Relative percentage change in
remuneration for the Chief Executive

The Committee actively considers any increases in base pay

for the Chief Executive relative to the breader IMI employee
population. Benefits and bonus payments are not typically
comparable given they are driven by a broad range of factors,
such as geographical location, local practices, eligibility, individual
circumstances and role.

Chief Executive Employeest
Bose salory 6.9% 4 4%
Benefits B.7% 36%
Annual bonus 7 7 35.8% 68 B%

1AM UK head office employees This comparisen excludes our internaticnal
workfarce which we feel would not prowide a true comparnison given differing
local market factors.
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Historical performance and remuneration

In addition to considering executive remunerction in the context
of internal comparisons, the Committee reviews histerical
outcomes under the variable pay plans

The graph compares IMI's TSR to the FTSE100 and FTSE25C
over the last ten years. We compare performance to the
FTSET0C s IM| has been included in the index in the past
and it is a position where IM| aspires tc be.

TSR measures the returns that a company has provided for its
shareholders, reflecting share price movernents and assuming
reinvestment of dividends {source: CaplQ), with data averaged
over the final 30 days of each financial year.

As the graph odjacent illustrates, [Ml's absolute and relative
TSR performance has been strong over the last ten years.

Value of a hypothetical £100 investment NIML WFTSELGD  #FTSE250

£3%0
E£300
E250
E200

£150

£10¢

B 2om ic1z 013 0y 2015 2018 w17 w18 2019 020 z0Z1

The fellowing table summarises the total remuneration for the Chief Executive over the last ten years, and the outcomes of short

and leng-term incentive plans as a percentage of maximum.

Financial year ended 31 December 2012 2013 2014* 2015% 2014? 2017* 2018t 2019 20207 2021
Total remuneration (single figure, £000) 7954 6,688 1,567 1,667 1901 2,773 3047 1.707 2,455 3978
Annual variable pay (% of maximum) 47% 62% 36% 40% 50% 5% 75% 43% 73% Q8%
Long-term variable pay (%_af -mdx-imum) 100% 100% - - - - -
- Share Matching Plan

Long—t:n; variable pay (%anﬂmuximum) 100% 82 6% - 35% -

- Performance Share Plan

Long-term variable pay (% of maximum) - -
- IMl In¢centive Plan

655% 29 2% 47 L% 58 8% 753%

' Represents remuneration for Martin Lamb, who was Chief Executive from before 2070 until 31 December 2013
* Represents remuneration for Mork Sehaay, who was appointed Chief Executive on 1 January 2014
* Represents remuneration for Roy Twite, who was appointed Chief Executive on @ May 2019

The following table summarises the annual percentage change of each director's remuneration cormnpared to:
» The annual percentage change of the average remuneration of the Group's employees, calculated on a full-time equivalent basis

» The performance of the Group over the saome preceding financial year

2020 2021

Annual Salary/Fees Benefits Annual bonus Annval Salary/Fees Benefits Annvol bonus
Executive Directors
Roy Twite 7 5% 23 3% 103 7% 6.9% 8.7% 35.8%
Darvel Shook -31% 14 6% 101 &% §9% 34.3% 36.2%
Chair
Lord Smith of Kelwin 31% -85 7% -1.9% 200.0%
Non-executive directors
Carl-Peter Forster! 13 0% -80 0% -26.4% -100.0%
élrglt Nergaaord 82 8%
Isobel Sharp 37% -50 0% 7.6% 100.0%
Thomas Thune Ahdgrsen 15% -87 5% 22.4% 400.0%
Katie Jacksen -4 5% S750% 7.9% 100.0%
Caroline Dowling 17.5%
Dr Ay Punit
Average Pay of UK HQ employees 375% 01% 92 0% &.40% 3.6% 58.8%

- Dr Ayal Puri was appointed to the Board on 1 March 2021 and Carl-Peter Forster stepped down from the Board on 31 August 2027 Fees represented pro-rateo armounts
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Pay ratio reporting

Pay ratio legislation requires quoted companies with 250 or more employees to publish information on the pay ratio of the Group
Chief Executive to UK employees. In kne with the new reguiatory requirements, the table befow sets out the ratio at 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 well as comparing to base salary only. Total rermuneraticn reflects all remuneration received by an individual
in respect of the relevant years, and includes salary, benefits, pensicn, and value received from incentive plans.

Total remuneration

Financial year ' Methodology P25 (Lower Quart/le) P50 (Medin) P75 {Upper Guertile)
2021 Optien C 1161 951 431
2020 Option C 851 671 451
2019 Option C 231 621 451

» The 2021 Chief Executive single figure is calculated considerning the Chief Executive’s remuneration calculation includes base salary,
fees, pension, taxable benefits, annual bonus and shares paid during 2021

» As is permitted by Option C of the regulations, the Gender Pay Gap data for 2021 based on a snapshot in Apri! 2021 was used to
identify our three quartile employees, P25, P50 and P75. Having identified P25, P50 and P75, we chose to review the single figure
dota for an additional ten employees at each of the quartiles for the full year ended on 31 December 2021,

» The remuneration calculation included base salary, allowances, pension, taxable benefits, annual bonus and shares, This method
provides a hke-for-like comparison with the Chief Executive's single figure total for the 2021 calendar year. Gathering data on more
than three employees provides a better opportunity to capture all pay and benefits of employees to get a true median value at each
of the three bandings.

» Qur principles for pay setting and progression in our wider workforce are the same as for our executives — total reward being
sufficiently competitive to attract and retain high-calibre individuals without ever-paying and providing the opportunity for individual
development and career progressicn, to attract and retain great talent. The pay ratios reflect how remuneration arrangements
differ as accountability increases for more senior roles within the organisation and the ratios reflect the weighting towards long-
term value creation and alignment with shareheclder interests for the Chief Executive.

» We are satisfied that the medicn pay ratio reported this year is consistent with our wider pay, reward and progression policies for
employees. All IMI employees receive competitive pay and benefits and have the opportumty for annual pay increases and career
progression and development oppoertunities.

» Changes to the ratic in 2021 compared to 2020 are largely attributable to the improved performance of the business and the
subsequent impact on improved variable pay.

The total pay and benefits and base salary ccmponent of the total pay and benefits figures are as follows:

2021 Base salary (£) Total pay and benefits (£)
Chief Executive remuneration 730,800 3977072
25th Percentile employee 22,472 34,398
50th Percentile employee 30,352 41,902

75th Percentile employee 51538 62657
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Application of the Policy for 2022

Executive director fixed pay

Consistent with prior years, salary increases effective 1 January
20722 considered a range of factors including the iIncreases for
the wider workforce, the finoncial performance of the Group
and prevailing economic conditions.

For 2022 the Chief Executive received a 4% base salary increcse
which 1s aligned to the general increase applied to UK employees.
The base salary for the Chief Executive will be increased to
£760,000 in 2022. As noted in the Chair's letter, the Committee
awarded the Finance Director a 9% base salary increase. The
base salary for the Finance Director will be increased to £506,300
N 2022. The Finance Director will have his pension entitlement
reduced by 3%. As such he will receive a cash allowance of 14%
of base sailary. Other elements of fixed pay (benefits and
allowances) will remain unchanged, although pension
allowances are a fixed percentage of salary.

Incentive pay

Annual bonus

During 2021 the Committee reviewed the appropricteness of
continuing with the metrics that applied to the 2021 annual
bonus to ensure alignment with IMI's strategy.

The Committee determined that the 2022 annual bonus wiil
be contingent on a Profit Before Tax growth target alongside
strategic and personal objectives for each executive director.
There will be a weighting of B0% to financial metrics and 20%
to strategic and personal objectives.

Free cash flow, if it should materially underperform against
budget, will continue to be considered as an explicit reason for
the Committee to apply downward discretion. The £5G underpin
will continue to be considered to allow the Committee to take
into account any relevant ESG matter when determining
remuneraticn outcomes.

The Commuttee will continue to monrtor the underiying
performance of the business when determining bonus outcomes.
Due to the commercially sensitive nature of the financiai targets
and strategic and personal objectives, they will be disclosed
retrospectively in next year's report along with performance
against thermn.

The maximuwm bonus opportunity will be set at 200% of salary
for Roy Twite. The annual bonus opportunity for Daniel Shook will
be set ot 150% of base salary. On-target bonus is set ot 50% of
rmaximurn bonus opportunity.

Performance share awards under the IIP

At the same time as the review of annual bonus metrics,
the Committee also reviewed those attached to |IP awards.

The Cormmmittee continues to believe thot this will ensure that
executives are only rewarded if underlying earnings are increased
over the performance period and shareholder returns
cutperform peers.

2022 awards will be set at 250% for Roy Twite and 150% for
Daniel Shock and will be subject to a two-year post-vesting
helding period, extending the total time horizon to five veors
from grant.

During 2021, the Committee reviewed the Company's long-term
incentive plan with a view to further strengthening its linkage to
our purpose [Breakthrough Engineering for o better world} ond
the successful delivery of our long-term strategy. With Better
World at the core of this review, and in particular, our impact

on the Environment, the Committee unarmmously agreed

to intreduce a metric focusing on the reduction of our CO»
emissians {Scope 1& 2). This new ESG metric will be the
reduction of total CO; intensity (Scope 1& 2) when compared
to the 2079 base year (2.78 tCO:e per 1,000 hours worked)

os at the end of the vesting period of the award. This aligns

to our anncuncement i 20271 of halving our total CO; intensity
(Scope 18 2) by 2030. The threshold target will equate to a total
reduction of CO; intensity (Scope 1 & 2) of 40% by the end of
2030 (1.67 tCOze per 1,000 hours worked) when compared to
the 2019 base year with maximum target proposed to be equal
to a total reduction of 55% by the end of 2030 (1.25 tCO;e per
1,000 hours worked) when compared to the 2019 base year.
Vesting at threshald will equal 25% with maximum vesting
equalling 100%. This new metric will be introduced mnto the

IIP from 2022 and have a 10% weighting.

In tight: of wider, continued alobal ecenoric uncertainty the
Committee considered whether the performance metrics for
LTIP awards remain appropriate before concluding that the
existing metrics of TSR, EPS and Return on invested Capital
(ROIC™), remain aligned with strategy and with the creation
of shareholder value and each will have a 30% weighting.

TSR metrics remain unchanged but having taken into account
internal budgets and analyst consensus estimates available ot
the time the targets were set the Committee decided that the
maximum target for EPS should be increased from 7.5% in 2021
1o 10.0%. The Committee feels that given economic uncertainty,
increasing tax rates and a historic 10 year EPS CAGR of 3.6%,
the increased maximum remains appropriately stretching.

EPS threshold will remain the same as 2021 at 3.0%. In addition,
the Committee decided that both the maximum and threshold
target for ROIC should be lower that the targets set for 2021

by 0.5%. The Committee believes that despite this reduction

+ the maximum target for RCIC remains appropriately stretching

in the context of the current cperating environment and well
above the Company's WACC of 7.0%. Further, the Committee
retains discretion to determine, should the 2022 LTIP vest,
whether the formulaic outcome 15 a fair reflection of underlying
business performance and consistent with the shareholder
experience over the performance period and if not, to adjust
the formulaic outcome accordingly.
" This metric is the same as that presented in 2020, however it was previously
referred to as Return on Capital Ermployed and has been renarmed to Return on

invested Capital to better describe the metric References to capital employed
have also been updated to copital invested
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The performance targets that will apply to the 2022 IIP awards
are as follows.

Relative  Adjusted ROIC Total Level of
13- EPS COaintensity  vesting
Threshold Median 3% 11% 2019 base -17% 25%
{2 3LtCChe
per 1,000 hours
worked)
Maximum Upper 10% 13% 2019 base -32% 100%
quartile (189 tCCme
per 1,000 hours
worked)
Weighting 30% 30% 30% 10%

Service contracts

The unexpired terms of the non-executive directors’ service
contracts can be reviewed in the Board's Corperate Governance
Report on page 93.

Fees for the Chair and non-executive directors

The Chair and non-executive directors’ remuneration increased
by 4% with effect from 1 January 2022 which is aligned to the
general increase applied to UK employees.

Committee evaluation

The Cammittee reviewed its own performance and terms of
reference and received positive feedback, with no recommended
changes, from the evaluation exercise carried out in respect of
the Board and each of its committees.

The Committee approved this report on its work.
Caroline Dowling

Chair of the Remuneration Committee
for and cn behalf of the Board

24 February 2021
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Statutory & Other Information

The directors present their management
report, including the Strategic Report, together
with the audited financial statements of IM|
plc (the Company) and its subsidiaries
(together, the Group), for the year ended

31 December 2021.

Strategic Report

The Strategic Report on pages 12 to 81is incorporated
by reference.

Results and dividend

The directors recommend a final dividend of 15.8p per

ordinary share for the year ended 31 December 2021, Subject to
shareholder approval by our shareholders at our Annual General
Meeting on 5 May 2022, the final dvidend will be paid on 13 May
2022 to shareholders on the register at the close of business on
8 April 2022 Together with the interim dividend of 79p per
ordinary share paid on 12 August 2027, this gives a total
dwidend for the 2021 fingncial year of 15.8p per ordinary share.
The intenm and final dividends paid in respect of the 2020
financial year were 7.5p per ordinary share and 15.0p per
ordinary share respectively (2020 total dvidends paid of 22.5p).

Research and development

See Note § to the finoncial statements on page 165 for an
indication of research and development activities of the Group.
More information about our investment in Growth Hub projects
can be found on page 646.

Share capital

As at 31 December 2021, the Company’s 1ssued share capital
was £78,549911.70 divided into 274,924,691 ordinary shares of
28 4/7p each, Detalls of the share capital of the Company are
set out in Note 22 to the financial statements on page 205.
The Company’s ardinary shares are listed on the London
Stock Exchange.

The Company has a Level 1American Depositary Receipt (ADR')
programme for which Citibank, N A acts as depositary.
See page 220 for further details.

As ot 31 Decemnber 2027, 1,823,819 shares were held in an
employee trust for use in relation to certan executive ncentive
plans representing 0.7% of the 1ssued share capitol (excluding
treasury shares) at that time. The independent trustee of the
trust has the same rights as any other shareholder other than
as specifically restricted in the governing trust deed. The trust
has agreed to waive any right to all dividend payments now and
in the future. Participants in option schemes do not held any
voting rights on the shares until the date of exercise.

During 2021, 104,849 new ordinary shares were 1ssued under
employee share schemes: 104,849 under save as you earn plans
and nil under executive share plans. Shares acquired through
Company share schemes and plans rank equally with the
shares in issue and have no special rights.

Pursuant to the Company's articles of association a tracing
exercise was conducted in an attempt to match beneficiares
with shares held by shareholders who had not claimed or cashed
a single dividend payment from the Company over a period of
at least the last twelve consecutive years. All shares held in the
names of such shareholders and which are not matched with
beneficiaries, will be forferted and soid in November 2021 with
sale proceeds being retained by the Company.

The nights and obligations attaching to the Company's ordimary
shares are set out In the Company's articles of association, copies
of which can be obtained from Companies House in the UK, from
the Company's website cor by writing to the Company Secretary.
Changes to the articles of association must be approved by

a speaidl resolution of the shareholders (75% majority required)

in accordance with the legislation in force at the time. Subject

to applicable statutes, shares may be issued with such rights and
restrictions as the Company may by ordinary resolution decide or
(f there 1s ne such resolution or so far as it does not make specific
provision) as the Board may decide.

Holders of ordinary shares are entitled to receive the Company’s
report and accounts, to attend, speak and vote ot general
meetings of the Company, and to appoint proxies to exercise
their rights. Holders of ordinary shares may receive o dividend
and in a liguidation, may share in the assets of the Company.

Subject to meeting certain thresholds, holders of erdinary shares
may requisition a general meeting of the Company or propose
resolutions at Annual General Meetings. Voting rights for
ordinary shares heid in treasury are suspended and the treasury
shares carry no rnights to receve dividends or other distributions
of assets.

There are no restrictions on the transfer of ordinary shares in the
Company other than:

» certosn restrictions as may from time to time be imposed
by laws and regulations (for example insider trading laws,
in accordance with the Companies Act 2006, Listing Rules
or the City Code on Takeover and Mergers); and

» pursuant to the Company's share dealing code whereby the
directors and certain employees of the Company require
approval to deal in the Company's shares.

The Company 1s not aware of any arrangements between
shareholders that may result in restrictions on the transfer of
ordinary shares or on voting nghts None of the ordinary shares
carry any special rights with regard to control of the Company.
The only restrictions on veting nghts are those that opply to
the ordinary shares held in treasury. Electronic and paper proxy
appointments and voting instructions must be receved by the
Company's registrars not later than 48 hours (excluding any
non-working days) before a general meeting, or (subject to the
Company's articles of association} any adjournment thereof.
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Purchase of own shares

The Company was granted cuthority Gt the Annual General
Meeting held on & May 2021 to purchase up to 27,200,000 of
its ordinary shares. This authority will expire at the conclusion
of the next Annual Ceneral Meeting Lo be held on 5 May 2022,
where shareholders will be asked to give a similar authority,
details of which will be given in the Notice of Annual General
Meeting. The Company commenced a share buyback
programme on 26 April 2027 and in the period to 23 Novermber
2021, the Company purchased 11,653,829 ordinary shares of
28 4/7p each totalling £200,026,665.3% including dealing costs,
alt of which have been cancelled.

Treasury shares

As at 31 December 2021, 14,248,836 ordinary shares (nominal
value £4,071,096) were held 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 2021 was constant.

Major shareholdings

Information provided to the Company pursuant to the
Disclosure Guidance and Transparency Rules is published on

a regulatory information service and on the Company's website.
As at 31 December 2021, the following voting interests in the
ordinary share capital of the Company, disclosable under the
Disclasure Guidance and Transparency Rules, had been notified
to the Company:

Nome of shareholder Per cent of issued Direct or indirect
share capital nature of helding

Massachusetts Financial 989 Indirect

Services Company

Amg_riprise Fir_\_u_nciul Inc_. 5.58 Direct

Standard Life Investments 497 Indirect

(Holdings) Limited

BlackRock, Inc. 490 Direct

Norges Bank 305 Direct

Legol & General Group plc 3.03 Direct

Between 31 December 2021 and the date of this Annual Report,
no changes in the voting interests have been notified to the
Company in accordance with the Disclosure Guidance and
Transparency Rules save for notifications received from
BlackRock, Inc on 25 January 2022 that its interests totalled 5%
and on @ February 2022 that its interests totalled below 5%.

Related party transactions
Details of related party transactions are in Note 26 on page 207,

Corporate governance

The Corporate Governance Report on pages 86 to 100 15
incorperated into this Directors’ Report by reference and
includes details of our compliance with the 2018 UK Corporate
Governance Code {which can be found on the Financial
Reporting Council’s website - wwwi.frc.org.ok}.

Information about ocur diversity policy, as well s cur diversity
ohjectives, activities and performance, are set out on pages
46 to 47

An explanation of the Board's actiwities in relation to culture
IS set aut on page 94.

Employee matters

Details of how we engage with cur workforce, provide them

with relevant information and take account their interests in
decision-making can be found on pages 97 to 99. Our approach
to investing in and rewarding the workforce 1s set out on page 99.
Our Section 172(1) staternent can be found on pages 97 to 100.
A description of how our directors have engaged with the
workforce is set out on pages 95 and 97.

Every effort is made to ensure that applications for employment
frem disabled employees are fully and fairly considered and that
disabled employees have equal opportunity in training, successicn
planning and premotion. Further disclosures relating to employee
diversity, employee engagement and related policies are set out
on pages 43 to 47,

Details of employee share schermes are set out In Note 6 of
the financial statements on pages 166 to 168.

Details of the arrangements in place under which employees
can raise any matter of concern are set out on pages 53 and 134,

Ovur business relationships

A summary of how the Compony has engaged with suppliers,
customers and other third parties can be found on pages 53, 54
to 57, and 96 to 100. Details of how the Directors have had
regard to the need to foster the Company’s business
relotionships with suppliers, customers and others, and the
effect of that regard on the principal decisions taken by the
Company during the financial year are contained in the section
172{7) statement on pages 97 to 100. Further information on
our payment practices with suppliers can be found on the
government's reporting portal. Qur statement on slavery and
human trafficking can be found an our website at https:/www.
imiplc.com/sites/imi-corp/files/2027-Modern-Slavery-Act-
Staternent.pdf

Health, safety and the environment

Details of our approach to operating as a responsible business
is set out in the Strategic Report on pages 32 to 53 ond are
incorporated into this Director's Report by reference. The effect
of our regard towards the environment, social ond community
rnatters in relation to the decisions taken duning the financial
year is included in our Section 172(1) Statement on pages 97

to 100.

Our TCFD reporting includes our energy and carbon report on
pages 37, 40 to 42, and 72 to 73 ond is hereby incorperated by
reference into this Directors' Report.
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Political donations
No political donations were made during the year.

Directors

The membership of the Board and biographicai details of the
directors are given on pages 82 and 83 and are incerporated
into this report by reference. In addition, Carl-Peter Forster
was a director until 31 August 2021.

The rules for the appointment and replacement of directors
are set out in the Company's articles of association. Fach new
appointee to the Board is required to stand for election at the
next Annual General Meeting following their appointment.

In addition, the Company’s articles of association require

each director to stand for re-election every year.

Bronches
The Company does not have any branches outside the UK.

Qualifying indemnity provisions and
liability insurance

The Company maintains directors’ and officers’ liability insurance
and all directors of the Company benefit from qualifying third
party indemnity provisions which were in place during the financial
year. At the date of this Annual Report there are such indemnity
arrangements with each director in respect of the costs of
defending cvil, criminal and regulatory proceedings brought
against themn, as a director or employee, subject always to

the limitations set by the Companies Act 2006.

The Group operates pension schemes in the UK which provide
retirement and death benefits for employees and former
employees of the Group. The corporate trustee of the pension
schemes 15 IMI Pensions Trust Limited, a subsidiary of the
Company. Qualifying pension scheme indemnity provisions, as
defined in section 235 of the Companies Act 2006, were In force
for the financial year ended 31 December 2021 and remain in force
for the benefit of each of the directors of the corporate trustee

of the pension schemes. These indernnity provisions cover, to the
extent permitted by law, certain losses or liabilities incurred as a

directer or officer of the corperate trustee of the pension schemes.

The Group afso has in place third party qualifying indemnity
provisions, as defined in section 234 of the Companies Act 2006,
in favour of certain employees who discharge responsibilities for
various wholly-owned subsidiary companies and these indemnities
are given on a similar basis to the above.

Role of the Board

The Board provides strategic and entrepreneurial

leadership for the Group. It is responsible for:

» promoting the long-term success of the Company for the
benefit of its shareholders;

» generating value for shareholders and contributing to
wider society,

» demonstrating ethical leadership, high standards of behaviour
and overseeing good governance;

» ensuring effective engagement with and encouraging
participation from shareholders and key stakehalders;

» setting and monitoring the Group's vaives, 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 objectives and measure perfermance
against them;

» setting a framework of prudent and effective controls,
which enable risk to be ossessed and manacged;

» ensuring the Group is appropriately manoged, operates
responsibly, with effective controls in place;

» ensuring that workforce policies and practices are consistent
with the Group's values and support its long-term sustainable
success; and

» reviewing management performance and the opercting end
financial performance of the Group.

The Company's articles of association set out the Board's
powers. In the IMI Corporate Governance Framework, the Board
has clearly defined in writing those matters which are reserved
to 1t and the respective delegated authonties of its committees
and it has also set written limits of authority for the Chief
Executive. The Group has a clear organisational structure and
well-established reporting and control disciplines. Managers

of operating units assume responsibility for and exercise o high
degree of autonomy in running day-to-day trading activities
They do this within a framework of clear ruies, policies and
deiegated avthorities regarding business conduct, approval

of proposals for investment and matenal changes in operations
and are subject to regular senior management reviews of
performance. The Company's articles of asseciation and the IMI
Corporate Governance Framework can be found on our website.

Division of responsibilities amongst directors

There is a clear division of responsibility between the Charr
and Chief Executive, which 1s reflected in the IMI Corporate
Governance Framework approved by the Boord. In summoary,
the Chair 1s responsible for the leadership and effectiveness
of the Board but does not have any executive powers

or responsibilities. The Chief Executive leads the Executive
Committee in running the businesses and implementing
operaticnal and strategic plans under guthority delegated
by the Board

The responsibilities of the Chair include:

» creating the conditions for overall Board and individual
director effectiveness

» promaoting a culture of openness and debate

» setting a board agenda prnimarnly focused on strategy,
performance, value creation, culture, stakeholders
and accountakiinty

» ensuring the Board has effective decision-making processes
and applies sufficient challenge to major proposals

» fostening constructive relotions between executive and
non-executive directors based on trust, mutual respect and
open communications
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» encouraging all Board members to engage in Board and
Committee meetings by drawing on their skills, experience
and knowledge

» developing o productive working relationship with the Chief
Executive, providing support and advice, while 1especling
executive responsibility

» leading the annual Board evaluation, with support frorm the
Senior Independent Director as appropricte, and acting on
the results

» ensuring the Board listens to the views of shareholders,
the workforce, customers and other key stakeholders

The Chair is supported by the Company Secretary, who also
assists in ensuring that the Board operdtes in accordance
with good corporate governance under the Code and relevant
regulatory requirements. The Company Secretary acts as
secretary to all of the standing committees of the Board.

The Board has a recognised procedure for any director to
obtan independent professional advice at the Company’s
expense and all directors have access to the Company
Secretary who is a solicitor.

The responsibilities of the Chief Executive include:

» running of the business and corporate affairs of the Group
under the authority delegated by the Board

» proposing Company strategy and annual budgets

» delivering the strategy as agreed by the Board

» leading the Executive team

» developing a productive working relationship with the Chair
» implementing Beard decisions

» communicating to those working for the Group expectations
in respect of the Group's culture, values and behaviours,
and leading by example

» ensuring that operational policies and practices drive
appropriate behaviour

» ensuring that effective business and financial controls and risk
management processes are in place

» ensuring management provides the Board with accurate,
timely and clear information

There is a nominated Senior Independent Director.

The responsibilities of the Senior Independent Director include;

» acting as a scunding board for the Chair

» leading the evaluation of the Chair

» ensuring an orderly succession planning process for the Charr,
working with the Neminations Committee

There 1s a designated non-executive director for employee
engagement and ESG matters whose role descriptions can be
found in the IMI Corporate Governance Framework on our website.

Directors’ powers

The powers of the directors are determined by UK legislation and
the articles of association of the Company in force from time to
time. The directors were authonsed to allot and 1ssue ordinary
shares and to make market purchases of the Company's

ordinary shares by resolutions of the Company passed at its
Annual General Meeting held on & May 2021 by the passing
of new resolutions. The current authorities will expire at the
conclusion of the next Annual Generol Meeting to be held on
5 May 2022, at which now authoritics will be sought.

Further details of authorities the Company is seeking for the
allotment, issue and purchase of its ordinary shares will be
set out in the separate Notice of Annual General Meeting.

Directors' interests

Detaills of the interests in the Company's shares held by our
directors and persons connected with them (including interests
under share option and incentive schemes), are shown in the
Directors’ Remuneration Report on page 125 and are hereby
incorporated by reference into this Directors’ Report.

Management of conflicts of interest

The Company's articles of association include certain provisions
relevant to the activity of the Board and its committees and

can be viewed on the Company’s website. These provisions
include requirements for disclosure and approval by the Board
of potential conflicts of interest. These procedures apply, inter
aha, to external directorships and it is the Board's view that they
operated effectively during 2021.

Each director has a duty under the Companies Act 2006 to avod
a situation in which they have or may have a direct or indirect
interest that conflicts or pessibly may conflict with the interests
of the Company. This duty is in addition to the duty that they
owe to the Company to disclose to the Board any interest in
any transaction or arrangerment under consideration by the
Company. If any director becomes aware of any situation which
may give rise to a conflict of interest, that director informs the
rest of the Board and the Board is then permitted under the
articles of association to decide to authorise such conflict.

The informaticn is recorded in the Company's register of
conflicts and a conflicts authorisation letter is issued to the
relevant director.

Change of control

The Company and its subsidiaries are party to a number

of agreements that may allow the counterparties to alter

or terminate the arrangements on a change of control of the
Company following o takeover bid, such as commercial contracts
and employee share plans. Gther than as referred to in the next
paragraph, none of these is considered by the Company to be
significant in terms of its likely impact on the Group as a whole.

In the event of a chonge of control of the Company, the Group's
main funding agreements allow the lenders to renegotiote terms
or give notice of repayment for all cutstanding amounts under
the relevant facilities.

The Company does not have agreements with cny director or
employee that would provide compensation for loss of office or
employment specifically resulting from  takeover, although the
provisions of the Company's share schemes include a discretion
to allow awards granted to directors and employees under such
schemes to vest In those circumstonces.
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Information to be disclosed under Listing
Rule 9.8.4R

Note reference of financial
statements/page humber

Listing Rule stotement Detail

9_.B.ﬁ-R {1-2)X(6-14) Not apphcabie

9.8.4R (&) Long-term incentive pages 128 to 129
schemes
9.8.4R (5) Directors' waver of pages 116 and 124

emoluments

Internal control

The Board has responsibility for oversight of the Group's system
of internal control and confirms that the system of internal
control takes into account the Code and relevant best practice
guidance including the Financial Reporting Council's September
2074 publication, '‘Guidance on Risk Management, Internal
Control and Related Financial and Business Reporting'.

All operating units prepare forword plans and forecasts which
are reviewed in detail by the Executive Committee and
consolidated for review by the Board. Performance against
forecast is continuously menitored at monthly meetings of the
Executive Committee and, on a quarterly basis, by the Board.
Minimum standards for accounting systems and controls, which
are docurmented and monitored, are promulgated throughout
the Group. Certified annual reperts are required from senior
executives of operating vnits, confirming compliance with
Group financial reperting requirements. The internal qudrt
function, Group Assurance, operates a rolling programme of
internal assurance on site reviews at selected operating units.
Additionally, visits to cperations are carried out by senior
Group finance personnel These internal assurance processes
are supplemented with the activity of the Company’s
external auditor.

Capital investments are subject to a clear process for investment
appraisal, authorisation and post-investment review, with major
investment proposals referred for consideration by the Executive
Committee and, according to their matenality, to the Board.

in addition, the Executive Committee regularly reviews the
operation of corporate policies and controls including those
relating to ethics and compliance matters, treasury activities,
enviranmental 1ssues, Health and Safety, human rescurces and
taxation. Compliance and internal audit reports summaries are
made available to the Board, the Audit Committee and the
Executive Commuttee, to enable control 1Issues and developments
to be monitored.

Control pracesses are dynamic and continuous improvements
are made to adapt them to the changing risk profile of
operations and to implement proportionate measures to
address any identified weckness in the internal control system,
More information in relation to risk is given on pages 70 to 79.
The internal control declaration process is fully embedded and
enables iImprovement in control. Action plans to improve controls
as a result of these assessments are being tracked and reported
to the Audit Committee.

+

Through the procedures outlined here, the Board has considered
the effectiveness of all significant aspects of internal contrel

for the year 2021 and up to the date of this Annual Report.

The Board bedieves that the Group's system of internal control,
which is designed to manage rather than eliminate risk, provides
reasonable but not absolute assurance against matenal
misstatement or loss.

Financial reporting processes

The use of the Group's accounting manual and prescribed
reporting requirements for finance teams throughout the
Group are )mportant in ensuring that the Group's occounting
policies are ¢learly established and that information is
appropriately reviewed and reconciled as part of the reporting
process. The use of a standard reporting package by all entities
in the Group ensures that iInformation 1s presentedin a
consistent way that facilitates the production of the
consolidated financial statements.

Financial instruments

Our risk management cbjectives and policies in relation to the
use of financial instruments can be found on Note 17 on pages
193 to 194.

Compliance hotline

During 2027, the Board reviewed the cperation of the independent
complance hotline for reperting concerns, reviewed the mere
significant reports received and considered how these are
investigated and followed up. The Board believes that the hotline
process and investigations are effective and that preportionate
action is taken by management in response. Further information
in relation to the hotline appears on page 53.

Statements on viability and going concern

The statements on viobility and going concern on pages 80
and 81 respectively, are incorporated by reference in this
Directors’ Report.

Non-financial information statement

We aim to comply with the Non-Financial Reporting
requiremnents contained in sections 414CA and 414CB of

the Companies Act 2006. The table set out on page 135,

and the information it refers to, is intended to help stakehclders
understand our position on key non-financial matters,
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Reporting Policies and standards which Additional Disclosure of information to the auditor
requirement govern qur approach information

Environmental
matters

Emvironrnental pohey Pages 40 to 42

Employees

IMI Code of Conduct Page 53

Speaking Up (Hetline for Page 53

reporting concerns)
Health and Safety policy Pages 49 to 50

Inclusion and Diversity policy Pages 37,46, 47

and 110

Human rights Maodern Slavery Act Page 53
Social matters IMI Way Day Page 44
Qur purpose Page 17

Contributing to communities Page 50

Anti-torruptionand  Comphance poloies supplementing  Page 53

anti-bribery

our IMI Code of Conduct which
includes gur policy statements on
{1} no bribery and corruption
(2) no facilitotion payments
(3) no poltical donations
(4} appropriate chartable
donations, gifts, hospitality &
entertainment
 {5) know your customer checks
{6} dealing vath third parties
" {FYmanaging conflicts of interest

Description of
principal risks

- Pages 70 to 79

" Description of the
business model

- Pages 16 and 17

Stakeholder - Pages 54 to 57 and
engagement 95 te 100

" Outcome of non- * Corbon emissions reporting Page 42
financiol policies and —

" standards - Employee engagement survey Pages 44 to 48

" results

. Diversity reporting Pages 37, 46, 47

and 110
Pages 49. 50 ond 68

Health and Safety reporting

. Due diligence
processes

. implemented
in pursvance of

' promoting non-

i finuncial policies and
standords

Customer satisfaction surveys

Carben emissions reporting and monitering

Scrap angd woste reduction megsurement

Menitoring of expenses, hospitality and entertamment
Monitoring employee engagement surveys

All employees recerve the IMI Code of Conduct

Hotline reports reviewed by the Board

Health and Safety reporting and momtoring

Maodern slavery training and risk assessments
Compliance traiming

Compliance risk assessments and tailored programmes
by dwision

Camplidnce implermeantation reviews and internal audits
Knaw yaur custemer policy and due diligence reviews

Third party agent and distributers pohcy and duc
diigencs reviews

Internal control declarations and complionce declarations

Each director confirms that, so far as they are each aware, there
is no relevant audit information of which the Company's auditor
is unaware and each director has 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 Company's auditor 1s aware of that information,

Important events since 31 December 2021

There have been no important events affecting the Company or
any member of the Group since 31 December 2027.

Annual General Meeting

The Annual General Meeting will be held on 5 May 2022.

Full details of the resolutions to be proposed to our shareholders,
and accompanying explanatory notes are contained in our Notice
of the Annual General Meeting, a copy of which will be published
on our website.

At our 2022 AGM, resoclutions will be proposed, amaong other
matters:

» to receive the Annual Report & Accounts;

» to approve the Directors’ Remuneration Report;

» to declare a final dividend;

» to reappoint Deloitte LLP as auditor and set the
auditor's remuneraticn;

» to approve the directors’ general authority to allot shares;

» to grant the authority to issue shares without first applying
statutory rights of pre-emption;

» to authorise the Company to make market purchases of its
own shares;

» to authorise the moking of limited political denations by the
Company and its subsidiaries;

» to increase the maximum fees of directors permitted under
Article 60 of Company's Articles of Association from £75C,000
to £1,250,000;

» to adopt the US Stock Purchase Plan following expiry of the
previous plan; and

» to enable the Company to continue to hold general meetings
on not less than 14 clear days’ notice.

Approved by the Board and signed on its behalf by:

Louise Waldek
Company Secretary

24 February 2022
IMlis registered in England No. 714275
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Statement of directors’ responsibilities in respect of the Annual Report and

the financial statements.

The directors are responsible for preparing the Annucl Report,
which includes the Directors’ Report, the Strategic Report,
Remuneration Report and Corporate Governance Statement,
and the Group and parent company financiol statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial
statements for each financial year. Under that law the
directors are required to prepare the Group financial
stotements In accordance with International Financial
Reporting Standards as adopted pursuant to Regulation (EC)
No. 1606/2002 as it applies in the European Union and the
parent company financial statements in accordance with
International Accounting Standards in conforrmity with the
requirements of the Campanies Act 2006 as applied in
accerdance with section 408 of the Companies Act 2006.
Under cormpany kaw the directors must not approve the
financial statements unless they are satisfied that they present
fairly the financial position, financial performance and cash
flows for that peried. In preparing those financial statements,
the directors are required to:

» select sutable accounting policies and then apply
themn consistently;

» make judgements and estmates that are reasonable;

» present information, including accounting policies,
in @ manner that provides relevant, reliable, comparable
and understandable information;

» state whether applicable UK Accounting Standards have
been followed, subject to any material departures disclosed
and explained in the financial statements; and

» 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 Group and the parent company
and enable them to ensure that the Group and parent
company financial statements comply with the Companies
Act 2006 and Internationat Finoncial Reporting Standards
adopted pursuant to Regulation (EC} No. 1606/2002 as it
applies to the European Union, as appropnicte. They are also
responsible for safeguarding the assets of the Group and the
parent 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 corporete and financial information included on the
Company's website. Legislation in the United Kingdom
governing the preparation and dissemination of financial
statements may differ from legislation in other junisdictions

Directors’ responsibility statement under
the Disclosure and Transparency Rules

We confirm that to the best of our 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
stondards, give @ true and fair view of the assets, labillities,
financial position and profit of the Group; and

» the Annual Repart (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 frem the Audit Cemmittee, the Board considers
the report and accounts, taken as a whole, are farr, balanced
and understandable and provide the information necessary
for shareholders to assess the Group's performance, business
model and strategy.

By order of the Board

Daniel Shaok
Group Finance Director

24 February 2022

Roy Twite
Chief Executive

24 February 2022
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Independent Auditor’s Report
to the Members of IMI plc

Report on the audit of the financial statements
1. Opinion

In our opinion:
« the financial statements of IM] pic (the ‘parent company’) and its subsidiaries (the ‘Group") give a true and fair view of the state of the Group's and of the parent
company’s affairs as at 31 December 2021 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 cormnpany financicl statements have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, including
Financial Reporting Standard 101 'Reduced Disclosure Framework”; and

- the financial statements have been prepared in accordance with the requirements of the Companies Act 2006,

We have audited the financial statements which comprise:

- the consolidated income statement;

- the consolidated statement of comprehensive income;

- the consolidated and parent company statements of changes in equity;
« the consolidoted and parent company balance sheets;

- the consolidated cash flow statement;

- the related Notes 1 to 27 for the consolidated financial statements; and

- the related Notes C1 to C10 for the parent company.

The financial reporting framewaork that has been applied in the preparation of the Group financial statements is applicable law, and 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 Framewerk' (United Kingdom Generally Accepted Accounting Practice).

2. Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (JK) (ISAs (UK)) and applicable law. Our responsibilities under those standards are
further described in the quditor's respensibilities for the audit of the financial statements 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 Stondard as applied to listed public interest entities, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. The non-audit services provided to the Group and parent company for the year are disclosed in Note Sto
the financial statements.

We confirm that we have not provided any non-gudit services prohibited by the FRC's Ethical Standard te the Group or the parent company.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

3. Summary of our audit approach

Key audit matters The key audit matters that we identified in the current year were:
» inventory valuation - provision for excess and obsolete inventory in IM| Critical and IMI Precision;
« overstatement of revenue throughout inappropriate cut-off in IMI Critical; and

+ the classification of adjusting items.

Materiality The materiality that we used for the Group financial statements was £13.0m which was determined on the basis of approximately
5% of pre-tax profit adjusted for restructuring costs.

Scoping Full scope audit work was performed on 8 reporting components, and specified audit procedures were undertaken on a further 39
reporting components. Our full scope and specified audit procedures covered 73% of Group revenue and 77% of Group operating
profit. Group operating profit has been calculated on an abselute basis, reflecting the nature of certain individual business units that
are loss making ar cost centres.




Introduction Strategic Report Corporate Governance Financial Statements 139

4. Conclusions relating to going concern

In ouditing the financial 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 evaluation of the directors' assessment of the Group's and parent cornpany's ability te continue to adopt the going concern basis of accounting included:

» obtaining an understanding of the Group's financing focilities including the nature of facilities, repayment terms and covenants;

« challenging the gssumptions used in the Board approved forecasts by reference to historical performance and other supperting evidence such as market data;

= recalculating the amount of headroom in the forecasts {in liquidity terms and against the relevant covenant limits);

« assessing the approprigteness of the sensitivity analysis ond 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 going concern for a period of at least twelve months from when the financial statements

are autherised for issue.

In relation to the reporting on how the Group has applied the UK Corporate Governance Code, we have nothing material to add or drow attention to in relation to
the directors’ statement in the financial statements about whether the directors considered it appropriate te adopt the going concern basis of accounting.

Qur responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this report.

5. Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most 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 fraud) that we identified. These matters included those which had the
greatest effect on: the overall audit strategy, the allocation of resources in the oudit; and directing the efforts of the engogement team.

These matters 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

opinicn on these matters.

5.1. Inventory voluation - provision for excess and obsolete inventory in IMI Critical and IMI Precision

Key audit matter The Group's provision for excess or obsolete (E&QD) inventory as at 31 December 2021 was £46.2m (FY2Q: £42.8m), relative to gross
description inventory of £3B1.4m (FY20: £336.1m), as described in Note 15.
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 sales associated with new products, Where Jocal management judgement is applied,
Group level review and approvals are required.
There is o risk that the policy applied for E&O inventory may not be appropriate based on the specific conditions and market trends prevakent
across the various locations in which the Group operates.
There is also a risk, aither due to fraud or error, that the Group's reporting components are not correctly applying the Group accounting policy
when provisioning inventory: either due to local differences in historical sales trends or calculation error.
The key audit matter we identified in respect of the E&O provision was pinpointed to:
- the appropriateness and application of the expected usage period applied in the caleulation of the excess inventory provision,
« the judgements made by management to colculate the provision associated with new products; and
- where management judgement is undertaken in overrides applied to the policy.
Based on the quantums invoived, our work was further pinpointed to the E&O inventory provisions in IMI Critical and IMI Precision.
How the scope of our  We have performed the follewing procedures to address this key audit matter:
audit respanded o btained an understanding of the relevant controls relating to the E&O provision;
the key audit matter obtained an understanding of the relevant controls relating to the provision;

« challenged the appropriateness of the usage period applied to calculote the inventary that isn't provided against based on historical data;

« challenged the assumptions underpinning the provision levets applied to new products, including an assessment of market success to date
and forecast sales;

+ challenged the management judgements apolied in instances of override to the formulaic application of the policy, including testing the
specific instances of approved overrides to the policy; and

« assessed whether the approach to E&Q inventory provisioning is being applied consistently across the Group in line with
policy requirements.

Key observations

Based on our procedures performed, we are satisfied that the valuation of inventory as at 31 Decembker 2021 is appropriate.
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5.2. Overstatement of revenue through inappropriate cut-off in IMI Critical Engineering

Key audit matter The Group recognised revenue of £1,866m (FY20: £1,825m}), principally through the provision of goods and services accounted
description for under IFRS 15, as described in Note 2¢.

We have performed a detailed risk assessment of the Group's revenue streams to understand the revenue cycles across each business.
During this ussessment we considered whether any non-standard revenue terms, such as bill and hold arrangements or contracts where
percentage of completion accounting was dpplied, were sufficiently material or judgemental in nature to give rise to o key audit matter.

We identified a key audit matter in relation to the risk, either due to fravd or error, of inappropriate cut-off of revenue in IMI Critical
(see Note 4) owing to the fact that maore revenuve is generated towards the year-end across the division when compared to other perieds
in the year.

How the scopeof cur  We have performed the following procedures to address this key audit matter:

audit responded to
the key c:;it motter obtained an understanding of the relevant controls over revenue, and specifically controls that address the cut-off risk; and

» tested a sample of transactions around the year end to assess whether revenue is being recognised in the wrong period.

Key observations We consider the year-end cut-off of revenue recognised in IM| Critical is appropriate.

5.3. Classification of adjusting items

Key audit matter The Group has recognised net costs of £67.6m (FY20: £57.9m) which are presented as adjusting items within operating profit, as well

description os an income of £5.2m (FY20: expense of £1.7m) within net financial expense/income and a net credit of £13.1m (FY20: £13.4m) within
the taxation charge. These amounts are aligned te the Group's policy for classification of adjusting items as described in Note 3. The Audit
Committee's challenge and assessment of these items is also noted on page 104,

The identification of adjusting items is subjective and judgement is required in the determination of what items are identified as ‘adjusting’
to ensure consistency with the Group's accounting policy.

A further challenge exists to ensure that equal prominence is provided to statutory measures in order to provide the user of the financial
statements with clarity in understanding performance year on year, aligned to the ESMA and FRC guidance regarding disclosure of
Alternative Performance Measures.

There is a risk that items are incorrectly presented as adjusting that distort the view of performance in the year and give rise to a potential
fraud risk as adjusted performance is linked to key executive remuneration schemes.

The classification of adjusting items has been determined to be a key audit matter based on the quantums identified within Note 3.

How the scope of our  We have performed the following procedures to address this key audit matter:

audit responded to
the key uﬁ:it cter challenged management to better document their policy to provide greater clarity on the definition of what may be considered to be

an adjusting item by reference to benchmarking performed against comparable companies;

» obtained an understanding of the relevant controls over classification of adjusting items;

+ challenged the nature and quentum of the items identified by reference to the substance of the underlying transaction to cbtain assurance
that amounts being adjusted meet the Group's policy and the quantum is appropricte; and

« assessed whether the disclosure of the adjusting items identified during the year is consistent with the nature of the underlying
transactions and aligred to the ESMA and FRC guidance regarding disclosure of Alternative Performance Measures, see Note 3.

Key observations Based on our procedures performed, we are satisfied with the classification of adjusting items.
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6. Our application of materiality

6.1. Materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic decisions of a reasonably knowledgeable
person would be chonged 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 £13.0m £10.9m
Basis for determining  Approximately 5% of pre-tax profit adjusted for restructuring costs. 2% of net assets.
materiality
Rationale for the Profit before tax is a key metric for users of the financial The Parent company does not generate external sales therefore
benchmark applied statermnents and reflects the way business performance is reported we have determined net assets for the current year to be the

and assessed by external users of the financial statements. appropriate basis.

The Group has incurred significant restructuring costs as an
adjusting item therefore we believe appropriate to adjust for
these costs in determining on appropriate level of materiality.

PBT adjusted for restructuring costs
¥ Group materiality

— Group materiality £13m

PBT adjusted for
restructuring costs £280m B Component matericlity range
£2mto £6m
Audit Committee reporting
B threshold £0.26m

6.2. Performance materiality

We set performance materiality at a level jower than materiality to reduce the probability that, in aggregate, uncorrected and undetected misstatements exceed the
materiality for the financial statements as a whole.

Group financial statements Parent company financial statements
Performance 70% of Group materiality 70% of parent company materiality
materiality
Basis and rationale In determining performance materiality for the Group and parent company, we considered the following factors:
for determining ) .
performance - the control environment in place across the Group;
materiality + the level of oversight from 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 oudit by the predecessor auditor; and

- the stability and experience of key management personnel in senior roles at Group and Divisional levels.

6.3. Error reporting threshold

We agreed with the Audit Committee that we would report to the Committee ol audit differences in excess of £260,000, as well as differences below that threshold
that, in our view, warranted reporting on qualitative grounds, We alse report to the Audit Committee on disclosure matters that we identified when assessing the overall
presentation of the financial statements.
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7. An overview of the scope of our audit

7.1. Identification and scoping of components

The Group operttes in aver 50 locations across the world. Our Group audit was scoped by obtaining an understanding of the Group ond its environment,
including Group-wide controls, and assessing the risks of material misstatement at the Group and component levet.

Based on that assessment, we focused our Group audit scope across all three divisions: IMI Critical, IML Precision and iMI Hydronic.

These three divisions comprise of many individual reporting companents, which represent the lowest level at which management prepares financial information that
isincluded 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 cormponents based on their contribution to Group revenue and profit, s well as qualitative considerations such as results of recent internal
audit reviews undertaken by the Group Assurance function, and an understanding of any recent or prejected restructuring or relocation activities in specific locations.

Full scope audit wark was completed on 8 components and specified audit procedures were undertaken at a further 39 compoenents, Each reporting component in scope
wdas subject to an audit materiality level between £2m and £6m,

Qur full scope and specified audit procedures covered 73% of Group revenue and 77% of Group operating profit. Group aperating profit has been caleulated on
an absolute basis, reflecting the nature of certain individual business units that are loss making or cost centres.

Revenue Operating profit

13%
Full audit scope

15%

23% Review at Group level
Full audit scope

27% Review at Group level

58% 64%
Specified audit procedures Specified audit procedures

7.2, Qur consideration of the control environment

The Group uses a number of different [T systems across the reporting components and we worked with our IT specialists to obtain on understending of the general IT
controls for relevant systems. Following this, we focused our testing on the three core systems that underpin the three divisions and which the majority of entities either
utilise or plan to migrate to in the future.

Qur testing highlighted that the control environment is decentralised and reliant on manual processes with improvements required to the IT environment, as well as
in the wider business controls framework, in order for us to adapt a controls reliance approoch to our gudit.

Where control improvernents were identified, both in the 1T environment and more broadly across the business, these have been reported to management and the Audit
Committee as appropriate. As management develops and compietes their controls improvement programme of work in future years, we expect our audit approach to
evolve alongside these developments to the internal control environment.
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7.3. Our consideration of climate-related risks
In planning our audit, we have considered the potential impact of climate change on the Group's business and its financial statements,

As noted on page 72 the Group has assessed the risk and opportunities relevent to climate change and whilst has not created a separate principal risk in relation to
the potential risk of climate change, they note that this is incorporated into several existing principal risks.

We have obtained management’s dimate-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.

We performed our own qualitative risk assessment of the potential impact of climate change on the Group’s account balances and classes of transactions, and did
not identify any additional risks of materigl misstatement. Our procedures included reading disclosures included in the Strategic Report to consider whether they are
materially consistent with the finoncial stotements 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 perforrmed under the direction and supervision of the Group audit
team. At a Group level, further substantive audit work was performed over the consolidation and analytical review procedures were performed over all components not
in scope.

The audit plan which we designed as part of our involvernent in the compenent auditors' work was delivered over the course of the Group audit.
The extent of cur involvement which commanced from the planning phase included;
» setting the scope of the work to be perfarmed by the component auditer and assessment of their independence;

+ designing the audit procedures for all significant risks to be addressed by the component auditors and issuing Group gudit instructions detailing the nature and form
of the reporting required by the Group engagement team;

» providing direction on enquiries made by the component auditors through online and telephone conversations; and
» arisk-based approach to the review of specific component auditors’ engagement files by senior members of the Group engagement team,

In response to the COVID-19 pandemic, which limited our ability to make component visits, frequent ealls were held between the Group and component teams and
remote access to relevant documents was provided. Given the pandemic, most of our year-end audit was performed in a remote working environment.



144 IMI plc Annual Report & Accounts 2021

Independent Auditor's Report
to the Members of IMI plc

8. Other information

The other information comprises the information included in the ennual report other than the financial staterments and cur guditor’s report thereon. The directors are
responsible for the other information contained within the annual report.

Qur opinion on the financial statements does not caver 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 infermation and, in doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the course of the audit, or otherwise appears to be materially misstated.

If we identify such material inconsistencies or apparent material misstotements, we are required to determine whether this gives rise to a material misstatement in the
financial statements themselves. If, based on the work we have performed, we conclude that there is d material misstatement of this other information, we are required
to report that fact.

We have nothing to report 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 statements and for being satisfied
that they give a true and fair view, and for such internal control as the directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Group's and the parent company's ability to continue as o going concern, disclosing
as 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
company or to cease operations, or have no realistic alternative but to do so.

10. Auditor's responsibilities for the audit of the financial statements

Qur objectives are to obtain reasenable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our apinion. Reasonable assurance is o high level of assurance, but is net a guarantee that an oudit conducted in
accordance with ISAs {UK) will always detect a 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 responsibilities for the audit of the financial staternents is located on the FRC's website at: www.fre.org.uk/avditorsresponsibilities.
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 lows and regulations. We design procedures in fine with our responsibilities, outlined above,
to detect material misstatements in respect of irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities, including
fravd is detailed below.

11.1. Identifying and assessing potential risks related to irregularities

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud and non-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’
rernuneration, 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 decumentation of their policies and procedures reloting to:

- identifying, evoluating and complying with kews and regulations and whether they were awaere of any instances of non-complionce;

- 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 hon-compliance with laws and regulations.

« the matters discussed among the audit engagement team including significant compenent audit teams and relevant internal specialists, including tax, valuations,
pensions, and IT specialists regarding how and where fraud might oceur in the financial statements and any potential indicators of fraud.

As a 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: inventory valuation — provision for excess and obsolete inventory in IM1 Critical and IMI Precision, overstatement of revenue through
inappropriate cut-off in IMI Criticat, ond classification of adjusting items. In common with alt audits under ISAs {UK), we are also required to perform specific procedures
to respond to the risk of management override.

We also obtained an understanding of the legal and regulatory framewerks that the Group opereates in, focusing on provisions of those laws and regulations that had
a direct effect on the determination of material amounts and disclosures in the financial statements. The key laws and regulations we considered in this context included
the UK Companies Act, Listing Rules, pensions legislation and tax legislation in all relevent 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 fundarmental to the Group's ability to operate or to avoid o material penalty.

11,2, Audit response to risks identified

As a result of performing the above, we identified inventory valuation - provision for excess and cbsolete inventory in IMI Critical and IM| Precision, overstatement of
revenue through inappropriate cut-off in the IMI Critical, and classification of adjusting items os key oudit matters related to the potentiol risk of fraud. The key audit
matters section of cur report explains the matters in more detail and also describes the specific procedures we performed in response to those key audit matters.

In addition to the above, our procedures to respond to risks identified included the following:

+ reviewing the financial statement disclosures and testing to supporting documentation to assess compliance with provisions of relevant laws and regulations described
os having a direct effect on the financial statements;

« enguiring of management, the Audit Committee and in-house legal counsel concerning actual and potential litigation and claims;
+ performing analytical procedures to identify any unusual or unexpected relotionships that may indicate risks of materiol misstatement due to froud;
- reading minutes of meetings of those charged with governance, reviewing internal audit reports and reviewing correspondence with HMRC; and

- in addressing the risk of fraud through management override of controls, testing the appropriateness of journal entries and other adjustments; assessing whether
the judgements made in making accounting estimates are indicative of a potential bios; and evaluating the business rationale of any significant transactions that are
unusual or outside the normal course of business.

We also communicated relevant identified laws and regulations and petential fraud risks to all engagement team members including significant component audit teams
and internal specialists ond remained alert to any indications of fraud or non-compliance with laws and regulations throughout 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 opinien 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 qudit:

- the information given in the strotegic report and the directors’ report for the financial year for which the financial statements are prepared is consistent with the
financial statements; and

- the strategic report and the directors’ report have been prepared in accordance with applicable legal requirements.

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. Corporate Governance Statement
The Listing Rules require us to review the directors' statement in relation to going 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 materially
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 uncertointies identified set out
on page 81;

- 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 80;
+ the directors' statement on fair, baianced and understandable set out on page 136;

- the board's confirmation that it has carried out a robust assessment of the emerging and principal risks set out on page 74;

+ the section of the annual report that describes the review of effectiveness of risk management and internal control systems set out on page 70; and

» the section describing the work of the Audit Committee set out on page 102,

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 report to you if, in our opinion:

- we have not received all the information and explanations we require for our audit; or

« adequate accounting records have not been kept by the parent company, or returns adequate for aur qudit have not been received from branches not visited by us; or

- the parent company finencial statements are not in agreement with the accounting records and returns.

We have nothing to report in respect of these matters.

14.2. Directors’ remuneration

Under the Companies Act 2006 we are also required to report if, in our opinion, certain disclosures of directors’ remuneration hove not been made or the part of the
directors’ remuneration report 1o be audited is not in agreement with the accounting records and returns.

We have nothing to report in respect of these matters.



Introduction Strategic Report Corporate Governance Financial Statements 147

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 Genera! Meeting on & May 2021 to audit the
financial statements for the year ended 31 December 2021 and subsequent financial periods. The period of total uninterrupted engagement including previous renewals
and reappointments of the firm is one year, covering the year ended 31 December 2021

15.2. Consistency of the audit report with the additional report to the Audit Committee

Our audit apinion is cansistent with the additional report to the Audit Committee we are required to provide in occordance with 1SAs (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 purpose. To the
fullest extent permitted by law, we do not accept or assume respansibility to anyone other than the company and the company's members as a body, for our audit work,
for this report, or for the opinions we have formed.

As required by the Financial Conduct Authority (FCA} Disclosure Guidonce and Transporency Rule {DTR) 4.1.14R, these financial statements form part of the European
Single Electronic Format (ESEF) prepared Annuat Financial Report fited on the National Storage Mechanism of the UK FCA in accordance with the ESEF Regulatory
Technical Standard (('ESEF RTS'). This auditor's report provides no assurance over whether the annual financial report has been prepared using the single electrenic
format specified in the ESEF RTS.

Dean Cook MA FCA
Senior statutory auditor

For and on behalf of Deloitte LLP, Statutory Auditor
London, United Kingdom
24 February 2022
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o o N 2021 2020
Adjusting Adjusting
Adjusted rtems Statutory Adjusted items Statutory
(Note 3) (Nate 3)
Netes £m £m £m £m £m £m
Revenue 4 1,866 1,866 1,825 1,825
Cost of sales (1,004.3) 0.3 (10046} (1L0088) (1.008.8}
Gross profit 861.7 (0.3) B861.4 816.2 - 816.2
QOperating costs 5 (543.6) (67.3) (610.9) (531.5) (57.9) (589.4)
Operating profit 318.1 (67.4) 250.5 284.7 (57.9} 226.8
Financial income 8 2.4 5.2 7.6 38 38
Financial expense 8 {14.5) (14.5) (14.8) a7 (16.5)
Net financial incorne relating to defined benefit pension schemes 14 1.0 1.0 0.2 0.2
Net financial (expense)/income (11.1) 5.2 (5.9 (10.8) 1.7) (12.5)
Profit before tax 307.0 (62.4) 244.6 2739 (59.6} 2143
Taxation 9 {61.4) 13.1 (48.3) (57.5) 13.4 (44.1}
Profit after tax 245.6 (49.3) 194.3 218.4 (46.2} 170.2
Earnings per share 7
Basic - from profit for the year 73.5p 62.7p
Diluted - from profit for the year 73.2p 62.6p

All activities relate to ¢ontinuing operdtions.
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Consolidated statement of comprehensive income

For the year ended 31 December 2021

2021 2020
Notes £m £m £m £m
Profit for the year 1946.3 170.2
Items that will not subsequentiy be reclussified to profit and loss
Re-measurement gain on defined benefit plans 14 70.9 4.3
Reiated taxation effect 9 (18.4) (2.1)
Effect of taxation rate change on previgusly recognised items 9 15.8 57
68.3 7.9
Items that may be reclassified to profit and loss
Gain/(loss) arising on hedging instruments designated in hedges of the
het assets in foreign operation (Note 1) 17 20.0 (19.4}
Exchange differences on translation of foreign operaticns net of funding revaluations (33.8) 214
Exchange differences reclassified to income staternent on disposal of operations 0.1 -
Related tax effect on items that may subsequently be reclassified to profit and loss ? 1.2 0.7}
(12.5) 13
Other comprehensive income for the year, net of taxation 55.8 9.2
Total comprehensive income for the year, net of taxation 252.1 179.4
Attributable to:
Equity holders of the parent 2521 179.4
Consolidated statement of changes in equity
For the year ended 31 December 2021
Share Capital Translation
Share premium  redemption reserve Retained Total
capital account reserve {Note 1) earnings equity
Notes £m £m Em £m £m £m
As at 1 January 2020 818 141 174.4 21.3 418.3 709.9
Profit for the year 170.2 170.2
Other comprehensive income excluding related taxation effect 2.0 4.3 6.3
Related toxation effect (0.7 3.6 2.9
Total comprehensive income 13 178.1 179.4
Issue of share capital 22 - 0.2 0.2
Dividends paid 10 (21.6) (91.6)
Share-based payments (net of tex) 6 16.3 10.3
Shares acquired for:
employee share scheme trust {8.7) (8.7)
As at 31 December 2020 818 14.3 1744 22.6 506.4 7995
Changes in equity in 2021
Frotit tor the year 196.3 196.3
Uther comprehensive (expense)/income
excluding related taxation effect {13.7) 70.9 57.2
Kelated taxation effect 1.2 (2.6) (1.4)
Total comprehensive (expense)/fincome {12.5) 264.5 252.1
Issue of $hare caprtal 22 - 0.9 0.9
uividends paid To10 (61.8) (61.8)
Share-based payments (net of tox) [ 15.0 15.0
LCancellation ot Treasury shares 22 (3.2) 3.2 -
Shares acquired tor: ‘
employee share scheme trust (26.6) (26.6)
share buyback programme 22 {200.0) {200.0)
As at 31 December 2021 78.6 15.2 177.6 10.1 497.6 779.1
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Consolidated balance sheet

At 31 December 2021

2021 2020
Netes £m £m

Assets
Gaodwill 11 533.6 449.5
Other intongible assets 11 234.5 150.3
Property, plant and equipment 12 267.7 266.0
Right of use assets 13 91.5 85.6
Employee benefit assets 14 129.0 69.1
Deferred tax assets 2 39.7 36.3
Other receivables 19 34
Total non-current assets 1,297.9 1,060.2
Inventories 15 335.2 293.3
Trade and other receivables 14 4140 3789
Derivotive financial assets 17 10.0 108
Current tax 14.2 33
Inyestments 17 2.9 3.1
Cash and cash equivalents 19 2%.6 2079
Tatal current ossets 870.9 8973

Totol assets 2,168.8 1,957.5
Ligbilities

Trade and other payables 21 (400.4) (3719
Bank overdraft 19 (65.5) (73.5)
interest-bearing loans and barrowings 19 (127.7) -
Lease liabilities 13 (23.9) (26.3)
Provisions 20 {38.1) (43.9)
Current tax (66.0) (66.3)
Derivative financial liabilities 17 (6.3) (4.7)
Total current liabilities (727.9) (586.6}
Interest-bearing loans and botrowings 19 (430.3) (362.3)
Lease liabilities 13 (70.0) (62.0)
Employee benefit obligations 14 {56.5) {91.1)
Provisions 20 (18.3) (15.1)
Deferred tax liabilities 9 (70.2) (339
Other payables 21 (6.5) 7.0)
Total nen-current liabilities (661.8) (5714)
Total liobilities (1,389.7)] (1.158.0}
Net assets 779.1 799.5
Share capital 22 78.6 818
Share premium 15.2 14.3
Other reserves 187.7 1970
Retained earnings 497.6 506.4
Total equity 779.1 799.5

Approved by the Board of Directors on 24 February 2022 and signed on its behalf by:

Lord Smith of Kelvin
Chairmaon
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Consolidated statement of cash flows

For the year ended 31 December 2021

2021 2020
Notes £m £m
Cash flows from operating activities
Operating profit for the year 250.5 22468
Adjustments for:
Depreciation and amortisation 11,12,13 995 1111
Impairment of property, plant ond equipment and intangible assets 11,12 5.5 4.0
Loss on disposal of subsidiaries 24 3.8 -
(Profit)/loss on sale of property, plant and equipment 12 (1.3) 2.3
Equity-settled share-bosed payment expense & 12.0 10.3
In¢reqase in inventories 15 (37.3) (8.8)
(Increase)/decrease in trade and other receivables 16 (44.0) 17.2
Increase in trade and other payables 21 30.7 6.2
Increase in pravisions and employee benefits 14,20 1.8 79
Settlement of transactional derivatives (Note 1) 17 5.9 a.2
Cash generated from operations 327.1 377.2
Income taxes paid 9 (50.9) (41.0)
Cash generated from operations after tax 2746.2 336.2
Additional pension scheme funding 14 (7.0) (7.0)
Net cash from operating activities 269.2 329.2
Cash flows from investing activities
Interest received 8 24 38
Proceeds from sale of property, plant and equipment 12 4.6 0.2
Settlement of effective net investment hedge derivatives 17 20.5 2.7
Acquisitions of subsidiaries net of cash 23 (202.1) -
Acquisition of property, plant and equipment and non-acquired intangibles 11,12 (57.5) {50.7)
Proceeds from disposal of subsidiaries net of cash 24 0.1 -
Net cash from investing activities {232.0) {69.4)
Cash flows from financing activities
Interest paid 8 (14.5) {14.8)
Shares acquired for employee share scheme trust 22 (26.6) (87
Share buyback programme including acquisition expenses (200.0) -
Proceeds from the issue of share capital for employee share schemes 22 1.g| 0.2
Repayment of borrowings 19 ) S {17.8)
Drawdown of borrowings 19 208.0; -
Principal elements of lease payments 13 (30.@ (28.7)
Dividends paid to equity shareholders 10 (61.8)] {71.6)
Net cash from financing activities (123.9) (161.4)
Net (decrease)/increase in cash and cash equivalents 19 @R.4
Cash and cash equivalents at the start of the year 19 281
Effect of exchange rate fluctuations 7.9
Cash and cash equivalents at the end of the year 134.4
Reconciliation of cash and cash equivalents | |
Cash and cash equivalents 207.9
Bank overdraft 5 (73.5)
Cash and cash equivolents at the end of the period 134.4

MNotes to the cash flow appear in Note 19.
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Notes to the consolidated financial statements

1. Basis of preparation

Introduction

IMi plc (the ‘Company") is o company incorperated and domiciled in the United
Kingdom. The consolidated financial statements of the Company comprise

the Company and its subsidiaries (together referred to as the ‘Group”.

The Company financial statements present infermation about the Company

as a seporate entity and not about the Group. The consolidated financial
statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the UK. The Company financial statements
have been prepared in accordance with 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 and these are presented
on pages 208 to 209, The finoncial staternents were approved by the Board of
Directers on 24 February 2022.

Basis of accounting

The financial statements ore 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 whole million. They are prepared on the historical
cost basis except for derivative financial instruments; financial assets classified

as fair value through profit and loss or other comprehensive income; assets and
liabilities acquired through business combinations, which are stated at fair value
and retirement benefits. Non-current assets ond liabilities held for sale are stated
at the lower of their carrying amounts and their fair values less costs to sell.

The accounting policies described in the notes to the financial statements have
been applied consistently throughout the Group for the purposes of
these consolidated financial statements,

(i) New or amended UK Endorsed Accounting Standards
adopted by the Group during 2021

Noted below are the amended and new international Financial Reparting
Standards which became effective for the Group as of 1 January 2021,
nane of which have a material impact on the financial statements:

- IFRS &4, IFRS 7, IFRS 2, IFRS 16 and |AS 39 - amendments to Interest Rate
Benchmark Referm (Phase 2)

+ IAS 38 'Intangible Assets' - guidance regarding expenditure associated with
cloud computing arrangements

(ii) New accounting standards in issve but not yet effective

New standards and interpretations that are in issue but not yet effective are
listed below:

- Amendments to [AS 16: Property, Plant and Equipment - Proceeds before
intended use

«» Annual improvements te IFRS Standards 2018-2020

= Amendments to IFRS 3: Reference to the Conceptual Framework

- Amendments to LAS 37: Onerous Contracts - Costs of fulfilling a contract

« IFRS 7 Insurance Contracts

= Amendments to |AS 1: Classification of Liabilities as current or non-current

- Amendments to [FRS 4: Extension of the Ternporary Exemption from
Applying IFRS ¢

+ Amendments to IAS 1 and IFRS Practice Statement 2: Disclosure of
accounting estimates

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 sther materiol
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 reasoncble
far them to conclude whether it is appropriate to prepare financiol staterments

on a geing concern basis. The Group's business activities, together with the factors
likely to affect its business development, performance and position are set out

in the Strategic Report. Principal risks are detailed on pages 74 to 7. The financiol
position of the Group, its cash flows, liquidity position and borrowing facilities

are described in these finangial statements In addition, Note 18 includes the
Group's objectives, policies and processes for managing its capital; its financial risk
management objectives; details of its financial instruments and hedging activities;
and its expasures to credit risk and liquidity risk. Note 14 to the financial statements
oddresses 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 operotional
existence for the foreseeable future and for a period of at least twelve months
(25 February 2023} following the approval of the Annual Repert & Accounts.
Accordingly, they continue to adopt the going concern basis in preparing the
fingncial statements.

The directors have considered the ongoing macroeconomic uncertainty resulting
from the pandemic. Business disruption, so far, has been reasonably modest as the
Group is well diversified and maintains o balanced portfolic operating across a range
of markets, sectors and geographies with no single dependency. Performance in each
of IMI's three divisions has been robust during the year.

Across the Group, all sites are continuing at normal levels of production. Supply chdin
disruptions have been minimal and alternative suppliers or contingency stocks have
addressed the few instances of part shortages,

During this period of uncertainty, the Group continues to maintain a robust financial
position. At 31 December 2021, the group had cash and cash equivalents of £29m
and undrawn cormmitted facilities of £230m in the form of Revolving Credit Facilities
{RCPF), of which £50m is due for renewal in 2022, £95m in 2023, £12min 2024 and
£72m in 2025, Forecasts indicate thot the Group can operate within the level of
facilities in place without the need to obtain any new facilities in the twelve-month
period following the approval of the Annual Report & Accounts.

The directors have assessed the viability of the Group and reviewed detailed cash
flow forecasts for a period of at least twelve months following the date of approval
of the Annual Report & Accounts. These forecasts foctored in a decline in revenue
based on slowdowns in various end markets, experiencing tough trading conditions.
After opplying a reverse stress test on the Group's banking covenants and making
comparisons to the detoiled forecasts, the directors hove a reasonoble expectation
that the financial headroom will not be exhausted during this period.

Covenant compliance reviews are undertaken to ensure that the Group remains
fully within the covenant limits. Funding covenants currently require EBITDA to
be no less than 4.0 times interest and net debt to be no more than 3.0 times
EBITDA. Those covenont ratios, at 31 Decermber 2021, were 33.3x times and
1.5x 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 34% and forecast EBITDA by 65% after
taking inta account the mitigating actions that would be undertaken in these
circumstances. The ritigating actions include, but are not limited to, reducing
working capital, restricting capital expenditure, reducing overhead spend and
employee costs, cutting or suspending dividend payments to shareholders.

Changes in presentations

The following re-presentations have been included in the following finoncial
stoternents in the current year and as o result, 2020 comparatives have been
re-presented accordingly:

Consolidoted statement of changes in equity

Within the Staterment of changes in equity, the Hedging reserve and Translation
reserve have been merged to reflect better the impact of matching the goins and
losses on the hedged items with the gains and losses on the hedging instrument.s,
Prior year comparatives have been re-presented.

Consclidated statement of comprehensive income

‘Change in fair value of unsettled effective net investment hedge derivatives' and
‘Settled effective net investment hedge derivatives' disclosed in the Consolidated
statement of comprehensive income in the prior year are now disclosed as the
‘Gain/(loss) arising on hedging instruments designated in hedges of the net
assets in foreign operation’. Prior year comparatives have been re-presented.

Consolidated statement of cash flows

The 'Settlement of transactional derivatives’ previously recorded within ‘Cash flows
from investing activities' are now disclosed as 'Cash flows from operating octivities’
within the 'Consolidated statement of cash flows' following an internal review of
the policy. Prior year comparatives have been re-presented.

Segmental information — Energy Transfer

During the year, the Energy business of IM| Precision Engineering division was
transferred into the IMI Critical Engineering division. The resulting impact has
increased IMI Criticel Engineering revenue by £63m (2020: £64m) and operating
profit £9.1m (2020: £13.3m) with the equal and opposite impact reducing the
results of IMI Precision Engineering. Prior year comparatives have been re-presented
in Note 4 to reflect this.
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2. Significant accounting policies

Where appropriate, the significant accounting policies are presented in the note to which it applies to aid the reader's understanding of their application. Set out below

are the significent accounting policies which do not have a specific note.

A. Subsidiaries

The Group financial staterments consolidate the financial statements of IMI pic
and the entities it controls (its subsidiaries) for the year to 31 December 2021.
The Group has no significant interests which are accounted for as associates
or jeint ventures.

Subsidiaries are consolidated from the date of their acquisition, being the date
on which the Group obtdins contrel, and continue to be consolidated until the date
that such control ceases. Control comprises the power to govern the financiaf
and operating policies of the investee so as to obtain benefit from its activities
and is achieved through direct or indirect ownership of voting rights, currently
exercisable or convertible potential voting rights or by way of contractual
agreement. The financial statements of subsidiaries used in the preparation
of the consolidated financiol statements are prepared for the same reporting
year gs the parent company and are based 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 a subsidiary, without toss of control,

is accounted for as an equity transaction. If the Group loses control over

o subsidiary, it:

- derecognises the assets (including any goodwill relating to the subsidiary) and
lighilities of the subsidiary;

- derecognises the carrying amount of any non-controlling interest;

- derecognises the cumulative translation differences recorded in equity;

» recognises the fair value of the consideration received;

+ recagnises the fair value of any investment retained;

« recognises any surplus or deficit in profit or loss; 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 preparotion of financicl stoterments requires manogement to moke
judgements, estimates aond assumptions that affect the application of accounting
policies and the reported dmounts of assets, liabilities, income and expenses.
Actual results rmay differ from these estimates.

i. Critical judgements
The critical judgements are disclosed in Notes 3 and 13.

ii. Key sources of estimation uncertainty

The Group bases its assumptions and estimates on information available

when the consolidated financial statements are prepared. Market changes

or ¢ircumstances arising beyond the control of the Group are reflected in the
assumptions and estimates when they occur. Revisions to accounting estimates
are recognised m the period in which the estimate is revised and in any future
periods affected. The key sources of estimation uncertainty cancerning the
future and other sources of estimation uncertainty are disclosed in Note 14
‘Retirement benefits’.

iii. Changes in critical judgements and key sources of
estimation uncertainty

Management has reassessed the critical judgements and key sources of
estimation uncertainty presented in the 2020 Annual Report & Accounts and
concluded that, in the current year, we no longer consider there to be key sources
of estimation uncertainty associated with inventory or goodwill impairment,

C. Revenue recognition

Revenue is recognised when obligations under the terms of o 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. Sales and other taxes collected from customers are excluded
from revenue. The nature of the equipment, vaive and other contracts inte which
the Group enters means that:

« the contracts usually contain distinct performance obligations, each of which
transfers contral 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

» 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 Group's revenue is
recognised on a sale of goods bosis. Each of the divisional revenue streams

set out in Note 4 con consist of the sale of goods, the provision of services or

@ combination of the two. The specific methods used to recognise the different
forms of revenue earned by the Group are set out below:

i. 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.

In IMI Hydronic, the amount of consideration received and the revenue recognised
varies in line with discounts and promations offered to our customers and

their customers. The level of estimation uncertainty associated with variable
consideration is minimal, as discounts and rebates are accounted for at the
point of sale and adjusted as required at each financial year end.

The timing of the transfer of controf to our customer varies depending on the
nature of the products sold and the individual terrms of the contract of sale.

Sales made under internationally accepted trode terms, incoterms 2020, are
recognised as revenue when the Group has completed the primary duties required
to transfer control as defined by the Internatienal Chamber of Commerce Officiai
Rules for the Interpretation of Trade Terms. Sales made outside Incaterms 2420
are generally recognised on delivery to the customer. in limited instances,

a customer may request that the Group retains physicol possession of an

asset for a period after control has been transferred 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 repoirs 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 total contract value and is generally
provided on a short-term or one-off basis. Accordingly, revenue is usually
recgghised when the service is complete,

Where this is not the case, revenue from services rendered is recognised in
propertion 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 tosts inturred on the contract
to date in comparison teo the total forecost costs of the contract. Revenue
recegnition commences onty when the outcame of the contract can be reliably
measured. Instollation fees are similarly recognised by reference to the stage of
completion on the installotion unless they are incidental to the sale of the goods,
in which case they are recognised when the goods are sold.

fii. Combined services and geods

When a transaction combines a supply of goods with the provision of a significont
service, distinct performance obligations are identified and recognised in line with
the applicable policy. Revenue from o service that is incidental 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 denominated in foreign currencies have been
translated into sterling at the rates of exchange ruling at the balance sheet date.
Foreign exchange differences arising on translating transactions at the exchange
rate ryling on the transaction date are reflected in the income statement.
Non-menetary assets and liobilities that are measured at historical cost in

a foreign currency are translated using the exchange rotes ot the date of

the tronsaction. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair valve are translated into sterling at foreign
exchange rates ruling at the balance sheet date.

ii. Foreign operations
The income statements of overseas subsidiary undertakings are translated at the

appropriate average rate of exchange for the year and the adjustment to year end
rates is taoken directly to reserves.

The assets and liabilities of foreign operations, including goodwill and fair value
adjustments arising on acquisition, ore 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 IFRSs, such differences have been recognised in the translation
reserve. When a foreign operation is disposed of, in part or in full, the relevont
ameunt in the translation reserve is transferred to profit oross.

E. Financial instruments and fair value hedging

Financial instruments are initially recorded at fair value plus directly attributable
transaction 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 berrowings and overdrafts are classified as financial liabilities
at amortised cost;

- derivatives, comprising interest rate swaps, foreign exchange contracts and
optiens, metals futures contracts and any embedded derivatives, are classified
as ‘fair value through profit or loss’ under IFRS 9, unless designated as hedges.
Derivatives not designated as hedges are initially recognised at fair value;
ottributable transaction costs are recognised in profit or loss when incurred.
Subsequent to initial recognition, chonges in fair volue of such derivatives
and gains or 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 effactive, 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;

- financiol assets and ligbilities 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 financial instruments are
carried ot fair value with gains and losses being recognised in equity,
and represent investments.

i. Derecognition of financial instruments

The Group derecognises a financial asset only when the contractual rights to the
cash flows from the asset expire, or when it transfers the financial asset and
substantially all the risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially oll of the risks and rewards
of ownership and continues to control the transferred asset, the Group recognises
its retained interest in the asset and on associated liability for amounts it

may have to pay. If the Group retains substantially all the risks and rewards

of ownership of o transferred financial asset, the Group continues to recognise
the financial asset and also recognises a collateralised borrowing for the
proceeds received.

On derecognition of a financiol asset measured at amortised cost, the difference
between the asset's carrying amount and 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 fair value through other
comprehensive income (FVTOCI), the curnulative gain or loss previously
accumulated in the investments revaluation 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 FYTOCI, the cumulative
gain or loss previously accurnulated in the investments revaluation reserve is not
reclassified to profit or loss, but is transferred to retained earnings.

The Group derecognises financial liabilities when, and only when, the Group's
obligations are discharged, cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.
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2. Significant accounting policies (continued)

When the Group exchonges with the existing lender one debt instrument into
another one, with substantially different terms, such exchange is accounted for
as an extinguishment of the original financial tiability and the recognition of a
new financial liability. Similarly, the Group accounts for substantial medification
of terms of an existing liability or part of it as an extinguishment of the original
financial liability and the recognition of g new liability. it is assumed that the terms
are substantially different if the discounted present value of the cash flows under
the new terms, including any fees paid 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 of the remaining cash flows of the original financiol
liability. If the medification is not substantial, the difference between: (1) the
carrying amount of the liability befere the medification; and (2) the present
value of the cash flows after modification is recognised in profit or loss

as the modification gain or loss within other gains and losses.

ii. Derecognition of hedging arrangements

The Group discontinues hedge accounting only when the hedging relationship

{or a part thereof} ceases to meet the qualifying criteria {after rebalancing,

if applicable). This includes instances when the hedging instrurment expires or is
sold, terminated or exercised. The discontinuation is accounted for prospectively.
Any gain or loss recognised in other comprehensive income and accumulated in
cash flow hedge reserve at that time remains in equity and is reclassified to profit
or loss when the forecast transaction occurs. When a forecast transoction is

no longer expected to occur, the gain or loss accumulated in the cash flow hedge
reserve is reclassified immediately to profit or loss.

F. Other hedging

i. Hedge of monetary assets and liobilities, financial commitments or
forecast transactions

Where a derivative financial instrument is used as an ecenomic hedge of the
foreign exchange or metals commedity 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 formally designated hedge of a forecast transaction
for accounting purpeses, movements in the value of the derivative are recognised
directly in other comprehensive income to the extent the hedge is effective.

The Group assesses the effectiveness of the hedge based on the expected

fair value of the amount to be received and the movement in the fair value of

the derivative designated as the hedge.

For segmental reporting purposes, changes in the fair value of econemic 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 netinvestment in foreign operations

Where a foreign currency liability or derivative financial instrurnent is o formally
designated hedge of a net investment in @ foreign operation, foreign exchange
differences arising on translation of the foreign currency liability or changes in the
fair value of the financiol instrument are recognised directly in equity via other
tomprehensive incorne, to the extent the hedge is effective. The Group assesses
the effectiveness of its net investment hedges based en fair value changes of its
net assets, including relevant goodwill designated as foreign currency assets,

and the fair value changes of both the debt designated as a hedge and the
relevant financial instrument,

G. Investments not held for trading

Investments that are designated as being not held for trading are initially
recognised at fair value. Subsequently, the fair value of the investment is
reassessed at each balance sheet date with movements 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 to measure at fair value through other comprehensive income,

the cumulative gain or loss previously accumulated in the investments revaluation
reserve is not reclassified to profit or loss, but is transferred to retained earnings.

H. Discontinued operations

When the Group has assets and liabilities that have been sold in the year or

are likely to be sold rather than being held for continuing use, these assets

and liabilities are in¢cluded in current assets and liabilities and denoted 'held

for sale’ rather than in their usual categories. They are recognised at the lower
of carrying amount and foir value less costs to sell. Impairment losses on the
initia) classification of assets held for sale are included in the intome statement,
even for assets measured ot fair value, as are impairment losses on subsequent
remeasurement and any reversal thereof. Once classified as held for sale, assets
are no longer depreciated or amortised.

If they represent a significant enough proportion of the Group, they are also
treated as discontinued operations. A discontinued operation is a component of
the Group's business that represents a separate major line of business that has
been disposed of, is held for sale or is a subsidiary acquired exclusively with a view
to re-sale. This means that their trading performance, i.e. their revenues, costs
and other items of income and expense, are no longer reported within the headline
figures in the income statement and are instead reported in a separate line, net
of tax, called 'discontinued operations’ These amounts no langer form part of
continuing earnings per share. Comparative figures are re-presented to be shawn
on the same basis.

This enables the income statement for the current and prior year to be presented
on a consistent basis and to convey a mere forward-looking versien of the results
for the year.
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3. Alternative Performance Measures ((APMs")
& adjusting items

Accounting Policy

The Group’s policy is to exclude items from underlying performance that are considered to be significant in nature (i.e. outside of the normal course of business)
and/or quantum and where treatment as an adjusted item provides stakeholders with additional useful information to assess period-on-period trading
performance of the Group.

The Group believes Alternative Performance Measures (APMs'), which ore not considered 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 management reporting to the Board and Executive Committee. Some of these measures are aiso used tor 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 iterns 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 erganisation structure during the period and to provide stakehaolders with comparability of
underlying results from one period to the next. Restructuring costs which are not considered to be major or one-off ore included within underlying results
in the consolidated income statement.

- Impairment losses - Impairment losses treated s adjusting items include those which are large in quantum or one-off in nature and as a result are not considered
to be usual aperating costs of the Group. In oddition to this, impairment losses 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. Impairment losses incurred, which are net significant or
do not form part of a major restructuring project are recorded as adjusted iterns. All impairmeni losses recorded as adjusting items in the current and prior period
relate to restructuring projects treated as adjusting iterns.

- Gains and losses on property disposals - Significant in quantum gains and losses on property disposals are not considered to relate to the underlying trading of
the business and are therefore treated as adjusting items. All goins 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 amortisation - The amortisation charge is not considered to be related to the underlying performance of the Group and con fluctuate
materially period-on-pericd as new businesses are acquired. All acgquired intangible amortisation is treated as an adjusting item due its nature. The trading 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 ore treated os adjusting items.
If these gains or losses are not considered to be one-off or material, these amounts would be included within underlying results.

- The reversal of gains and losses on economic hedges - Gains and losses on economic hedges are treated as an edjusting item on a qualitative basis. The adjusting
item reverses the treatment taken locally by the Group's businesses, where the impact of foreign currency forwards and commodity hedges are booked at the
hedged rate in the adjusted results of the local businesses. In compliance with IFRS 9 'Financial Instrurnents’, 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 items is recorded as a financing item,
including any unrealised gains 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
to fair value do not reflect trading performance and so are treated as adjusting items to ensure consistency between periods.

- Special pension events - Due to their one-off nature and typically large quantum, special pension events are treated es adjusting items, Special pension events
which are not significant are recorded as adjusted items. There are no special pension events recorded as adjusting items in the current or prior 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 an adjusting item.

The paolicies outlined above are consistent with the policies adopted in the previous period.

Movements in odjusted revenue and adjusted operating profit are given on an organic basis (see definition below) so that performance is not distorted by
acquisitions, disposals and movements in exchange rates.

The directors’ commentary discusses these APMs to remove the effects of items of both income and expense that are considered different in nature from
the underlying trading and normal quantum and where treatment as an adjusting itern provide stakeholders with additional information to assess
period-on-period trading.

Critical Judgement

Management has applied judgement in the selection of the APMs used in the Annual Report & Accounts. The APMs presented are used in discussions with the
investment anolyst community and by the Board and management te 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

Definition

R iliation to statutory L]

Adjusted profit before tax

Adjusted net interest cost

Adjusted earnings per share

Adjusted effective fox rate

Adjusted EBITDA

Adjusted operating profit

Adjusted operating margin

Organic revenue growth
Organic adjusted operating profit

Adjusted operating cash flow

Net debt

Free cash flow before
corporate activity

Adjusted profit before tax is statutory profit before tax before adjusting items
as shown on the income statement.

Adjusted net interest cost is statutory net interest costs before adjusting
iterns as shown on the income statement.

Adjusted earnings per share is defined within the table in Note 7.

The adjusted effective tax rate is the tax impact on adjusted profit before tax
divided by adjusted profit before tox.

This measure reflects adjusted profit after tax before interest, tax,
depreciation ond omortisation.

Adjusted operating profit is statutory operating profit before adjusting items
as shown on the income statement.

Adjusted operating margin is adjusted operating profit divided by revenue.

These two measures remove the impact of adjusting items, acquisitions,
disposals and movements in exchange rates and are reconciled in Note 4.

This meosure reflects cash generated from operations as shown in the
staternent 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, the sale of investments less the
repayment of principal armounts of lease payments excluding the cash impact of
adjusting items.

Net debt is defined us the cash and cash equivalents, overdrafts, interest-
bearing loans and borrowings and lease ligbilities,

This measure is 9 sub-totalin the reconciliation of adjusted EBITDA to Net
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.

See income statement on page 148.

See income statement on page 148,

See Note 7.
See Note .

See Note 19.

See incorme statement on page 148 and
segmental reporting in Note 4.

See Note 19. '

See Note 19.

See Note 19.
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Qutlined below are the adjusting items impacting the current and prior year results.

2021 2020
Key £m £m
Recognised in arriving at operating profit
Reversal of met economic hedge contract gains a) {6.0) {1.5)
Restructuring costs b) (35.1) (36.1)
Loss on disposal of subsidiary B 3.0} -
Impairment losses d) (4.6} {1.4&)
Acquired intangible amortisation and other acquisition items e) (18.1) (18.7)
(67.6) (57,9
Recognised in net financicl expense
Financial income/(expense) a) 52 (1.7
Recognised in taxation
Tax impact of adjusting items above f) 15.1 13.4
Change in UK tax rate ) {18.6) -
Release of prior year provisions f) 14.6 -
13.1 13.4

(1) Reversal of het 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
josses on their settlerment, are included in the revenue and adjusted operating
profit of the relevant business segment. The edjusting items at the operating
level reverse this treatment. The financing adjusting items reflect the change
in value or settlemnent of these contracts with the financial institutions with
whom they were transacted.

(b) Restructuring costs - the restructuring costs of £35 1m were the result of
a nurmber of major restructuring projects across the Group. These include
costs of £31.0m within IMI Precision Engineering, primarily for the closure
of a factory in Europe, which is currently under consuitation with the Works
Council, and the Customer First project, which both simplify the structure
of the division and ensures the business structure is afigned to our custormer
base. In IMI Critical Engineering there were costs of £0.8m relating to the
finalisation of the ongoing projects announced in 20206, 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 shored service centre in Poland. These
restructuring projects are due to be completed in 2023, The cash effect of
restructuring costs incurred during the year was £32.8m and restructuring
provisions at the year end were £31.6m. See Note 20 for further details.

Restructuring costs of £36.1m were recognised in 2020. These included

the continuation of a cost and foetprint rationalisation programme within

IMI Precision Engineering, £4.8m in Evrope and £2.5m in the Americas,

which included the closure of @ manufacturing site in each region. In IMI
Critical Engineering, adjusted restructuring costs related to a restructuring
programme in the EMEA region of £22.4m, which included the closure of
manufacturing at two Italian sites and restructuring at two German sites, and
£2.1m in the Americas to right size the workforce. In IMI Hydronic Engineering,
there were costs of £5.1m reloted to closure of a manufacturing site in
Slevenia and consolidation of the Swedish and German distribution hubs

into one hub in Poland. There was a provision release of £0.8m related to the
Caorporate HQ following the closure of metters relating to previous projects.

(c) Loss on disposal of subsidiary - following the disposal of IM| Interativa in July
2021, the Group recorded g loss on disposal of £3.8m. Further details are
included in Note 24.

(d} Impairment losses - in 2021, the Group recarded an adjusting impairment
charge of £4.6m associated with the restructuring programmes ongoing
in IMI Precision Engineering and £1.6m associoted with the restructuring
programmes ongoing in IMI Critical Engineering in 2020.

{e) Acquired intangible amortisation and other acquisition items - acquired
intangible amortisation is excluded from adjusted profits, to allow for better
comparability of the performance across divisions. This allows users of the
financial statements to gain an understanding of the performance of the
business, with the impact of amortisation identified separately in line with
internal reporting to management. Acquired intangible amortisation reduced
to £15.0m (2020: £18.7m), which largely relates to the amortisation of the
intongible assets recognised on the acquisition of Bimba in 2018,

Qther acquisition costs of £3.1m primarily relates to professional fees
associated with the aequisition of Adaptas in December 2021,

{f) Taxaticn - the tax effect of the above items has been recegnised as an
adjusting item and amounts to a credit of £15.1rm (2020: £13.4m). In addition,
there are two tax items which have been treated as adjusting due to their
large size: a ¢harge of £18.6m due to the effect of the forthcoming increase in
the UK corporation tax rate on timing differences recognised for deferred tax
purpeses, and 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 open years with tax authorities.
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4. Segmental information

Segmental information is presented in the tonsolidated financial staternents for each of the Group's operating segments. The pperating segment reporting fermat
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 Cornmittee. As described on page 3, each of the Greup's three divisions has a number of key brands across its main markets and operational lecations. For the
purposes of reportable segmental infermation, operating segments are aggregated into the Group's three divisions, as the nature of the products, production processes
and types of customer are similar within each division. Inter-segment revenue is insignificant.

Segmental information - Energy Transfer
During 2021, the Energy business of the IMI| Precision Engineering division was transferred into the IMI Critical Engineering division. The resulting impact has increased
IMI Critical Engineering revenue by £63m (2020: £64m) and operating profit £9.1m (2020: £13.3m) with the equal and opposite impact reducing the results of IMI

Precision Engineering. Prior year comparatives have been re-presented in Note 4 to reflect this.

M1 Precision Engineering

IMI Precision Engineering specialises in the design and manufacture of motion and fluid 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 selutions that enable vital energy and process industries to operate safely, cleanly, reliably and more
efficiently. Qur products control the flow of steamn, 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
IMI Hydronic Engineering is a leading provider of technologies that deliver aperational and energy efficient woter-based heating and cooling systems for the residential

and commercial building sectors.

Performance is measured by the Executive Committee based on adjusted operating profit and organic revenue growth which are defined in Note 3. These two measures
represent the two short-term key performance indicators for the Group.

Businesses enter into 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 to minimise the risk of volatility in revenues, costs and margins. Adjusted operoting profits are therefore charged/credited with the impact of
these contracts. In accordance with IFRS 9, these contracts do not meet the requirements for hedge accounting and gains and losses are reversed out of operating profit
and are recarded in nat finangial income and expense for the purposes of the consclidated income statement,

The following table illustrates how the results for the segments reconcile to the overall results reported in the income staternent.

. o o o __ FRevenve ___ Operating profit ~__ Operating margin
2021 2020% 2021 20:0* 2021 2020*
£m £m £m £m % %
IMI Precision Engineeting 836 813 148.9 138.1 17.8% 17.0%
IMI Critical Engineering 691 707 125.0 1198 18.1% 16.9%
IMI Hydronic Engineering 339 305 68.1 557 20.1% 18.3%
B Corporate costs (23.9) (28.9)
Total adjusted revenue/operating profit and margin 1,866 1,825 318.1 284.7 17.0% 15.6%
Reversal of net economic hedge contract gains (6.0) 1.5
Restructuring costs (35.1) (36.1)
Loss on disposal of subsidiary (3.8) -
Acquired intangible amortisation and other acquisition items (18.1) (18.7)
Impairment losses {(h.6) {1.8)
Statutoery revenue/operating profit 1,866 1,825 250.5 2268
Net financial expense 5.9 (12.5)
Statutory profit before tax 244.6 214.3

* 2020 results for IM| Precision and IMI Critical have been restated to reflect the Energy business transfer.
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The following table shows a reconciliation of divisional adjusted operating profit to statutery operating profit:

M| Precision IMI Critical IMI Hydronic Corparate Total
R _ _Engineering  Engineering  Engineering .
2021 2020* 2021 2020 2021 2020 2021 2020 2021 2020
£m £Em £m £m £m £m £m £m £m £m
Revenue 838 813 691 707 339 305 1,866 1,825
Adjusted operating profit 148.9 1381 125.0 119.8 68.1 557 (23.9) (28.9) 3181 284.7
Reconciliotion to statutory operating profit:
Reversal of net econormic hedge contract gains (3.4) (0.9) ) (1.9) {0.6) 0.7 (6.0} {1.5)
Restructuring costs (31.0) (7.3) (0.8) (24.5) (3.3 (5.1) 0.8 {35.1) (36.1)
Loss on disposal of subsidiary ) 3.8 (3.8} -
Acquired intangible amortisation and cther acquisition iterms (10.3) (7.7) (7.8) (11.00 (18.1) (18.7)
Impairment losses {4.6) (1.6) (4.6} {1.6)
Statutory operating profit 99.46 122.2 110.7 82.1 841 50.6 {23.9) {28.1} 250.5 226.8
Statutory operating margin (%) 11.9% | 15.0% 160% | 11.46% 18.9% 16.6% 13.4% 12.4%

* 2020 results for IMI Precision and IMI Critical have been restated to reflect the Energy business transfer.

The following table illustrates how revenue and adjusted operating profit have been impacted by movements in foreign exchange, acquisitions and disposals compared to
2020 by restoting 2020 to the 2021 full year average rates and removing the impact of Adaptas from the 2021 results, and removing InterAtiva from the final six months of

2020 as the business was disposed of in July 2021:

Year ended 31 December 2020* Year ended 31 December2021
As As Adjusted Organic
adjusted Exchange Disposals Orgonic adjusted  Actjuisitions Organic growth (36) growth (%)
Revenue
IMI Precision Engineering 813 (36} 777 836 {2 834 3% 7%
IM| Critical Engineering 707 27} {4) &76 691 - 691 2% 2%
IMI Hydronic Engineering 305 (N 296 339 - 339 11% 15%
Total 1,825 (€3] (4) 1,749 1,866 {2) 1,864 2% 7%
Adjusted operating profit
IMI Precision Engineering 138.1 (6.7} 131.4 148.9 148.9 8% 13%
IMI Critical Engineering 119.8 {5.6) (0.5) 113.7 125.0 125.0 &% 10%
iMi Hydronic Engineering 55.7 (2.0% 53.7 68.1 68.1 22% 27%
Corporate costs {28.9) - {(28.9) {23.9) {23.9)
Total 284.7 (14.3} (0.5) 2699 3181 - 318.1 12% 18%
Adjusted operating profit margin (%) 15.6% 15.4% 17.0% 17.1%

* 2020 results for IMI Precision and IMI Critical have been restated to reflect the Energy business transfer.
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4. Segmental information (continued)

Given the significant impact on the business performance due to the pandernic in 2020, comparative figures for 2019 are shown below. The following table illustrates how
revenue and adjusted operating profit have been impacted by movements in foreign exchange, acquisitions and disposals compared to 2019 by restating 2019 to the 2021
full yeor average rotes and removing the impact of Adaptas from the 2021 resuits, removing the impact of PBM from the 2021 results for the first nine months of the year
as the business was not owned by IMI until September 2019, and removing InterAtiva from the final six months of 2019 as the business was disposed of in July 2021

~ I Year ended 31_Dec_e_mber 2019 Yeor ended 31 December 2021
As As Adjusted Organic
adjusted Exchange Disposals Organic adjusted  Acquisitions. Organic growth (%) growth (%)
Revenue
IMI Precision Engineering* 841 an 804 836 (2) 834 -1% 4%
IMI Critical Engineering” 717 {29 (4) 684 691 17) &74 A% -1%
1M1 Hydronic Engineering 315 6] 307 339 3139 8% 10%
Tatal 1,873 (74) (&) 1,795 1,866 (19) 1,847 0% 3%
Adjusted operating profit
IMI Precision Engineering* 1344 5.0) 129.4 148.9 148.9 11% 15%
I Critical Engineering* 103.7 1)) (0.2) 98.5 1250 {3.5) 121.6 21% 3%
IMI Hydronic Engingering 56.7 (0.5) 56,2 68,1 68.1 20% 21%
Corporate casts (28.7) (28.7) (23.9 (23.9)
Total 266.1 (10.5) 0.2) 2554 3181 G4 314.7 20% 23%
Adiusted operating profit margin (%) 14.2% 14.2% 17.0% 17.0%

* 2019 results for IMI Precision and IMI Critical have been restated te reflect the Energy business transfer.

The following table illustrates how the segmentol assets and liakilities reconcile to the overall total assets and liabilities reported in the balance sheet:

Assets Liabilities

2021 2020 2021 2020

£m £m £m £m

IMI Precision Engineering® 916.1 630.2 202.4 150.5%

IMI Critical Engineering™ 714.6 764.6 231.2 260.2

IMI Hydronic Engineering 2335 224.7 0.9 B4.8

Total segmental assets/liabilities (including lease liabiities) 1,864.2 1,619.5 524.5 495.5

Caorporate items 24.2 183 39.0 354

Employee benefits 129.0 69.1 86.5 211

Investments 29 31 - -

Net debt items (excluding lease liabilities) 94.6 207.9 623.5 4358

Net taxotion and others 53.9 3%.6 136.2 100.2

Total assets and liabilities in Group balance sheet 2,168.8 1,957.5 1,38%.7 1,158.0

* 2020 results for IMI Precision and iM| Critical bave been restated to refiect the Energy business transfer.
The fallowing table includes other information to show how certain costs are allocated between the segrents of the Group:
Adjusting
o res@wctgri_n_g costs  Capital expenditure N Amortisation®* Depreciation ***

021 2020 2021 2020 piiral 2020 2021 2020

£m Em £m £m £m £m £m £m

IM| Precision Engineering* 21.0 7.3 29.9 280 11.2 11.7 327 368

IM| Critical Engineering* o8 24.5 9.8 114 14.7 178 205 235

IMI Hydronic Engineering 3.3 5.1 17.8 113 53 5.5 14.3 15.0

351 369 57.5 50.7 31.2 350 41.5 75.3

Corpordte costs 0.8) 0.8 0.8

Total 35.1 36.1 57.5 50.7 31.2 350 68.3 76.1

* 2020 results for IMI Precision ond IM] Criticol have been restoted to reflect the Energy business transfer.

** The amaortisation figures above include the amortisation of acquired intangibles. £7.2m (2020: £7.7m) is included in respect of IMI Precision Engineering, £7.8m
(2020: £11.0m) is included in respect of IMI Critical Engineering and £nil (2020: £nil} is included in respect of IMI Hydronic Engineering.

“** The depreciation figures above include the irnpact of IFRS 16 'Leases’: £0.6m in respect of Corporate (2020: £0.6my), £12.3m in respect of IMI Precision Engineering
(2020; £12.5rm), £8.5m in respect of IMI Critical Engineering (2020: £7.6m) and £4.9m in respect of IMI Hydronic Engineering (2020: £7.0m).
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The fellowing table shows a geographical anclysis of how the Group's revenue is derived by destination:

2021 2020
£m £m
UK a3 B8
Germany 238 222
Rest of Europe 520 486
Tatal Furape 841 796
USA ) 410 443
Rest of Americas 116 102
Total Americas 526 545
China 1545 156
Rest of Asia Pacific 244 234
Total Asia Pacific 409 390
Middle East & Africa 20 94
Total revenue 1,866 1825
Revenue by geography (2021} Revenue by geography (2020)
Middle East & Africa Middle East & Africa
5% S —— 5%
Asia Pacific Asia Pacific
22% 21%
Europe Europe
45% 44%
Americas Americas
28% 30%

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:

2021 2020

Em £m

UK 78.4 74.2
Germany 202.4 2322
Rest of Europe 224.9 2795
USA 487.9 279.8
Asia Pacific 104.1 476
Rest of World 29.6 381
Total 1,127.3 9514
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4. Segmental information (continued)

The Group's revenue streams are disaggregated in the toble below:

2021 2020
Revenve Revenue
Sector £m £m
IMI Precision Engineering”
Industrial Automation 413 369
Process Control 119 102
Life Sciences 91 145
Precision Flvid OEM 210 267
Commercial Vehicle 180 140
Rail 33 37
Transport 213 177
Total IM] Precision Engineering 835 813
IMI Critical Engineering**
Power 144 134
Refining & Petrochemical 105 94
Nuclear 57 46
Qil & Gas 45 49
Marine 11 19
Other 17 17
Aftermarket 379 359
Oil & Gas 77 71
Refining & Petrochemical 108 126
Power 56 &9
Marine 22 25
Nuclear 3 )
Other 36 51
New Construction 312 348
Total IMI Critical Engineering 691 707
IMI Hydronic Engineering
TA 159 146
Heimeier 106 95
Pneumatex 461 51
Other 13 13
Total IMI Hydronic Engineering 339 305
Total revenue 1,866 1,825
Sale of goods 1,806 1,762
Sale of services A0 43
Total revenue 1,856 1,825

* The IMI Precision Engineering sector segmentation has been restated to reflect the new business structure as part of the Customer First restructuring project (see
Note 3 for further details). In addition, the 2020 figures have been restated for the impact of the Energy transfer with £44m of revenue moved to IMI Critical from
IM| Precision (see Note 1).

** The IMI Critical Engineering sector segmentation has been re-ordered to display Aftermarket and New Construction totals for the division, and includes o £10m
reclassification from New Construction to Aftermarket for Petrochemical for 2020, with the total of each segment included in the table consistent with the prior
year. In addition, the 2020 figures have been restated for the impact of the Energy transfer with £64m of revenue moved to IMI Critical from IMI Precision
(see Note 1).
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5. Operating costs

Operating profit is stated after charging/(crediting):

2021 2020
£m £m
Net foreign exchange (gaing)/losses included in operating profit (5-1) 0.6
Research and development expense 49.7 38.7
Amortisation of intangible assets 31.2 350
Impairment of intangible assets treated as adjusting items - 16
Impairment af intangible assets 0.1 27
Depreciation of owned property, plant and equipment 40.0 444
Impairment of owned property, plont ond equipment treated as adjusting items &6 -
Impairment/{reversal of impoirment) of owned property, plant and equipment 0.8 (0.3)
Depreciotion of right of use assets 283 29.7
Cost of inventories recognised as an expense 1,004.6 1,008.8
(Profit)/loss on disposal of property, plant and equipment (1.3) 23

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
administrative expenses:

2021 2020
£m £m
Selling and distribution costs (233.1) (222.5)
Administrative expenses ¢310.5) {309.00
(563.6) {531.5)
Employee information
The average number of people employed by the Group during the year was:
2021 2020
IMI Precision Engineering 5,740 5,547
IM1 Criticaf Engineering 3,117 3,402
IMI Hydronic Engineering 1,969 1,899
Corporate 90 5
Total Group 10,916 10,943

* 2020 Employee information has been re-presented to include agency staff and
contractors to show comparable yeer on year figures.

The aggregate employment cost charged to operating profit for the year was:

2021 2020

£m £m

Woages and salaries 4919 489.9
Share-based payments 12.0 10.3
Social security costs 80.3 774
Pension costs* 9.5 5.6
Total 593.7 583.2

* There are no special pension events included in 2021 pension costs (2020: £nil,
see Note 3).

The aggregate gains made by directors on the exercise of share options was
£1.6m {2020: £0.6m). The remuneration, as defined in the Companies Act 2006
Schedule 5, for the executive directors’ comprises fixed and annual variable pay
as set out in the table on page 116 of the Remuneration Report. For details

of the non-executive directors' remuneration please refer to page 124 of the
Remuneration Report.

Research and development expenditure

The cost of research and development expenditure charged directly to the incorme
statement was £49.7m (2020: £38.7my}, included within this is amortisation of
capitalised intangible development costs which amounted to £7.1m (2020: £7.0m)
and across the Group a further £4.6m (2020: £6.9m) was capitalised in the year.

Exchange on operating octivities net of hedging arrangements

The transactional foreign exchange gains in the Group were £5.1m (2020: losses
of £0.6m).

Audit fees

The Group engages its auditor, Deloitte (2020 auditor: EY), to perform other
assurance assignments in addition to their statutory oudit duties where their
expertise, experience and knowledge of the Group should enable them 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 106. Fees earned by Deloitte (2020 auditor: EY} and its associates during the
year dre set out below:

021 2020
£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 2.5 2.9
Other assurance services 0.1 0.1
Total 2.8 3.2
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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 options is
charged to the income statement over the period that the Group benefits from the employees' services. This cost is then added back to retained earnings, to reflect
that there is no overall impact an 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 outstanding 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 options 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, excluding the impact of any non-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 become
exercisable. The fair value of the options is determined based on the Monte Carlo and 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 originol
estimates, if any, in the income statement.

For newly issued shares, the proceeds received net of any directly attributable transaction costs are credited to share capital {nominal value) and share premium
when the options are exercised.

Outstanding share options

At 31 December 2021, options to purchase ordinary shares had been granted to, but not yet exercised by, participants of IMI share option schemes s follows:

Date of Number
grant of shares Price Dates from which exercisable
IMI Sharesave Scheme 29.04.16 1,557 845.10p 01.08.1% 0r 01.08.21
21.04.17 4,631 1106.00p 01.08.200r 01.08.22
04.04.18 13,095  1012.68p 01.08.210r01.08.23
04.04.19 127551 884.16p 01.08.22 0r 01.08,24
02.04.20 61,467 904.66p 01.08.23 or 01.08.25
020421 72327 1164.58p 01.08.24 or 01.08.26
280,628
Purchase Plans 10.08.20 38,071 256.07p 10.08.22
38,071
IMI Incentive Plan 07.05.15 1,042 - 07.05.17 or 07.05.18
09.03.16 8,174 - 09.03.18 or 09.03.19
09.03.17 12,594 - 09.03.1%9 or 09.03.20
12.03.18 46,941 - 12.03.200r 12.03.21
18.03.1% £09,752 - 18.03.21 ¢or 18.03.22
160320 1175903 - 16.03.23
22.03.21 830,351 - 22.03.24
2,704,757
IMI Share Option Plan 22.03.10 645.00p 22.03.13
04.05.12 37,500 980.67p 04.05.15
12.03.13 85300 1322.70p 12.03.16
22.1013 9,000 1518.33p 22.10.16
11.03.14 87,350 1467.00p 11.03.17
219,150

Total 3,242,606
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Schemes under which options
are outstanding

The options in the adjacent table relate to the following share-based
payment schemes:

{MI Sharesave Scheme ("SAYE")

This scheme is open to the majority of the Group's UK employees, including

the executive directors, 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 te 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 intreduced in 2011 for the US and Germany. The German and
US GESPP's offer the opportunity to buy shares in IMl at a fixed price ot 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 operates in a similar way to the UK Sharesave Scheme, with
o mihimum/maximurm savings limit per month, byt the contract duration is for a
fixed period of two years and different taxatioh conditions apply for the exercise
pericd. No further awards ore intended to be granted under the German GESPP.

IMI Share Option Plan ('SOP"}

Share option awards were made from 2009 to selected senior managers

and certain other employees under the SOP. These awards are not subject to
performance conditions, but are subject to a three year vesting period. The
purpose of the SOP is to give selected IMl employees (who are not executive
directors of the Company) the opportunity to share in the benefits of share price
growth and to increase their IMI 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 SIP is open to the majority of the Group's UK employees, including the
executive directors. This scheme covers two separate cpportunities for employees
to share in IMI's success as follows:

+ Partnership shares - allows emplayees to invest up to the statutory maximum
from pre-tax pay, which is used to buy IMI shares.

« Free shares - allows o grant of shares to employees each year, up to the
statutory 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
shareholdings with the Company.

The IMI Incentive Plan ('lIP"}

In light of the expiry in 2015 of both the PSP and SMP, the P was introduced to
act as the Company's sole senior executive long-term incentive plan. The [IP acts
as an umbretla plan which allows the Company to grant different types of awords
to different employee groups in an efficient way. The lIP 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 lIP also gives the Company 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 requirernents.

Number of Weighted
options average Normal
granted optie
(thousand) pri
SAYE
2019 200 884p 2022-2025
2020 68 905p 2023-2026
2021 75 11”‘, 65057
GESPP
2019 33 903p 2021
2020 43 956p 2022
ne
2019 B45 - 2021-2022
2020 Labb - 2022-2023

2021

891 EEZOZB-EZOZ&‘
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6. Share-based payments (continued)

Movement in outstanding options in the year

Optians

granted ot
o Opticns not granted at nil cost? nil cost? Total
Number of Weighted  Numberof  Number of
options Range of average options options

{thousand} option prices  option price (thousand)  {thousand)

Qutstanding at 1 January 2020 1,450 645-1518p 1173p 2,692 4,182
Exercisable at 1 January 2020 1,067 645-1518p 1264p 202 1,269
Granted 110 905-356p 925p 1,567 1677
Exercised 88 645-1467p 1046p 540 628
Lopsed 546 845-1518p 1254p 671 1,217
Cutstanding at 31 December 2020 Qb4 845-1518p 1098p 3,048 4,014
Exercisable at 31 December 2020 586 971-1518p 1216p 167 753
Granted 75 1147p 1167p 978 1,053
Exercised 395 845-1467p 1085p 500 895
Lapsed 108 845-1467p 1101p 461 569
Outstanding at 31 December 2021 538 845-1518p 1118p 3,065 3,603
Exercisable at 31 December 2021 222 845-1518p 1325p 272 494

1 Options nat granted at nil cost include options granted under the following schemes: IMI Sharesave Scheme, Global Employee Share Purchase Plans and iMI Share

Option Plan.

? Options granted at nil cost are thase granted under the Performance Share Plan, Share Matching Plan and [MIfncentive Plan.

Share-based payment charge for the year

The total expense recognised for the year arising from share-based payments was
£12.0m (2020: £10.3m} which comprises o charge of £15.3m (2020: £13.5m) for
the year offset by a credit of £3.3m (2020: £3.2m} in respect of lapses.

£2.5m (2020: £2.3m) of the total charge and £0.7m (2020: £1.0m) of the totat
credit is in respect of options granted to directors.

Share-based payment valuation methodology

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 Carle option pricing models. The assumptions used for
grants in 2021 included o dividend vield of 1.7% (2020: 2.4%), expected shore
price volatility of 25% (2020: 28%), o weighted average expected life of 3.5 years
(2020: 3.4 years) and o weighted averoge interest rate of 0.1% (2020: 0.1%).

The expected volatility is wholly based on the historical volatility (calculated based
on the weighted average remaining life of the share options), adjusted for any
expected changes to future volatility due to publicly available infarmation.

Other share-based payment disclosures

The weighted average remaining contractual life fer the share options outstanding
as at 31 December 2021 is 7.08 years (2020: 6.70 years) and the weighted average
fair value of share options granted in the year at their grant date was £12.18
(2020: £7.58).

The weighted average share price at the date of exercise of shore options exercised
during the year was £14.84 {2020: £9.29).
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/. Earnings per ordinary share

Earnings per share ('EPS) is the amount 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 yeor 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 all 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.

2021 2020

Key million miltion
Weighted average number of shares for the purpose of basic earnings per share A 266.9 271.4
Dilutive effect of employee share options 11 05
Weighted average nurber of shares for the purpese of diluted earnings per share B 268.0 2719

Key £m £m
Statutory profit for the year C 196.3 170.2
Total adjusting items charges included in profit before tax 62""_ 59.6
Total adjusting items credits inciuded in taxation (13.1) (13.4)
Earnings for adjusted EPS D 245.6 216.4

Kay 2021 2020
Statutory EPS measures
Stotutory basic EPS C/A 73.5p 62.7p
Statutory diluted EPS c/B 73.2p 62.6p
Adjusted EPS measures
Adjusted basic EPS D/A 92.0p 79.7p
Adjusted diluted EPS D/B 91.6p 79.6p
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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. Interest income is recognised in the income statement as it accrues, tuking into account the effective yield on the asset. Dividend income is recegnised
in the income statement on the date that the dividend is declared.

Financiol expense comprises interest payable on borrowings cakulated using the effective interest rate method, the interest related element of derivatives and
losses on financial instruments that are recognised in the income statement, The interest expense component of lease poyments is recognised in the income
statement applying territory specific incremental borrowing rates.

Net finance sxpense relating to defined benefit pension schemes represents the ossumed interest on the difference between employee benefit plan liabilities and
the empioyee benefit plan assets.

The finance income or expense on mark-ta-market movements on interest and foreign exchange derivatives and other financing costs are 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 are capitalised as part of the cost of the respettive assets. All other borrowing costs are expensed in the period they occur. Borrowing costs
consist of interest and other costs that an entity incurs in connection with the barrowing of funds.

2021 . ,29@
Financial Financial
Interest  instruments Total Interest  instruments Total
Recognised in the income statement Em £m £m £m £m £m
Interast income on bank deposits 2.4 2.:[ 38 3.8
Financial instruments at fair value through profit or loss:

Other economic hedges 5.2 52
Financial income 2.4 5.2 7.6 38 - 38
Interest expense oh interest-beoring loons ond borrowings {11.7) (11.7) {12.3) {12.3)
Interest expense on lease arrangements (2.8) 2.8) (2.5) (2.5)
Financial instruments at fair value through profit or loss:

Other economic hedges 1.7) an
Financial expense {14.5) - (14.5) {14.8) (L.7) {14.5)
Net financial income relating to defined benefit pension schemes 19 10 0.2 0.2
Net financial (expense)/incomne (11.1) 5.2 (5.9)1 {10.8} an (12.5)

Included in financial instruments are current year trading gains and losses on economically effective transactions which for management reporting purposes are included
in adjusted revenua and operating profit {see Note 3). For statutory purposes, these ore shown within net financial incorne and expense above. Gains or lesses for future
year transactions are in respect of financial instruments heid by the Group te provide stability of future trading cash flows.

2021 2020
Recognised in other comprehensive income £m £m
Gain/(loss) arising on hedging instruments designated i hedges of the net assets in foreign operations 20.0 {19.4)
Exchange differences on translation of foreign operotions net of funding revaluations (33.8) 214
Exchange differences reclassified to income statement on disposal of operations 0.1
Income tax on items recognised in other comprehensive income 1.2 on
Tetal items recegnised in ather comprehensive income {net of tax} (12.5) ! 13

Recognised in statement of changes in equity
Translation reserve (12.5) 13
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Q. Taxation

IM| operates through subsidiary companies alt around the world that pay many
different taxes such as corporate income taxes, VAT, payroll withheldings, social
security contributions, custems impart and excise duties, This note aggregates only
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 os specified
by applicable tax laws in each country to arrive at the tax liability that is expected
to result on its tax returns. Where these adjustments have future tax impact then
deferred taxes may also be recorded,

Accounting policy

Current tax payable/receivable represents the expected tax payable/receivable
on the taxable profits for the yaar, using tox rates enacted or substantively
enacted at the balance sheet date and taking into account any adjustments

in respect of prior years.

Deferred tax is provided, using the balance sheet method, on temporary
differences between the carrying amounts of assets ond liabilities for financial
reporting purposes and the amounts used for taxation purposes. Deferred
taxis not recognised for the following temporary differences: the initial
recognhition of goodwill, the initial recognition of assets or liabilities ina
transaction that is not a business combination and that affects neither
accounting ner taxable profit, and differences relating to investments in
subsidiaries to the extent that the timing of the reversol 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 tax rates that are
expected to apply when the temporary differences reverse, based on the
tax {aws 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 profit will be available against which the temporary difference
can be utilised.

Tax governance, risk and strategy

IMI recognises its corporate responsibility to ensure that all businesses within

the IMI Group follow responsible tax practices to enhance long-term shareholder
vajue whilst also 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 transparency for the management of
the Group's tax affairs.

This Policy has been approved by the Board, fully communicoted to subsidiary
businesses and is reviewed to ensyre respensible business practices across the
Group are maintained. The Group Finance Director has primary responsibility for
all tax matters and keeps the Board appraised of any significant issues or changes
to the Tax Policy. A robust tax governance framework has also been established
under which the Executive Committee and the IMIBoard are appraised on a
regular basis of any material or significant tax matters, so that appropriate
action can be effected. Through IMI Workplace and Knowledge Library, the Group
communicates pelicies, procedures, guidance and best practices to improve the
management of taxation across its subsidiary companies worldwide.

Compliance: M pays and collects significant amounts of taxes around the world
as a result of its business activities, It seeks to manoge its taxation obligations
worldwide in compliance with all applicable tax laws and regulations, as well as
fully in line with the Group's Code of Conduct. Accordingly, the tax contribution
by the individual businesses is monitared and robust standard tax compliance
processes operate together with appropriate financial controls to ensure that

all tax returns are complete, accurate and filed on a timely basis with the tax
authorities around the world and the declared taxes paid on time. Furthermore,
the preparation and filing of the corporate income tax returns for IMI subsidiary
cempanies werldwide have been largely outsourced te one tax advisory firm.

Tax laws are often complex, which can lead to inconsistent interpretations

by different stukeholders. Where this accurs, IMI may reduce uncertainty and
controversy through variows actions, including proactive discussion with the fiscal
avthorities to ebtain early resolution and securing external tax advice to ensure
the robust interpretation 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 agents to act in compliance with
applicable laws and with fairness ond integrity in all of its business dealings.
IM{ has a zero-toleronce approach to tax evasion and the facilitation of tox
evasion. Consideration of UK legislation regarding third party tax evasion has
also been incorporated into the Group's prevention procedures, including
employee training.

Fairness: Ml seeks to record its profits across the subsidiary companies around
the world on an arm’s fength basis in atcordance with internationaily accepted
best practices, recognising the relative contributions of people, assets, intellectual
property and risks borne by the various businesses. The resulting aliocation of
profits is regularly tested for compliance with this standard.

IMI has taken action to ensure that it meets the enhanced transfer pricing
disclosures and documentation requirements by tax autherities as a result of
the Base Erosion & Profit Shifting {commonly referred to as 'BEPS') initiative
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 o,

the Group may make 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 a UK Headquartered group, IMV'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 statutory tax rate.

Transparency: IMI aims to build positive working relationships with tax authorities
by co-operating in a constructive, open and timely manner. IM| seeks to disclose
its tax affairs in its published accounts and taxation returns fully in accordance
with the applicable standards and, where appropriate, will supplernent its tax
disclosures with further information to better inform, and to be transparent to,
its stakeholders.

Risk: IM] engages external support to manage tax 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 relevant accounts and tax returns. To the extent that
identified tax risks are material they will be reported to the Executive Committee
through the Group's process for strategic risk manogement as described on

page 70.

UK Corporation tax

The weighted average rate of corporation tax in the UK for the 2021 calendar
year was 19.0% (2020: 19.0%). In the Spring Budget of 2021, the UK Government
announced that from 1 April 2023 the UK corporation tax rate will increase

from 19% to 25%. This new law was substantively enacted on 24 May 2021.

UK deferred tax assets and liabilities have therefore been cakulated using o

rate of 25% (2020: 19%).
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9. Taxation (continued)

Tax payments Recognised in the income statement

During the year, the Group made payments of corporate income tax of £50.9m This section sets out the current and deferred tax charges, which together
comprise the total tax charge in the income statement.

(2020: £41.0m), principally arising as follows:

Jurisdiction of companies making corporate income tax payments:

2021
Em

2020

USE17m - - Italy £0.4m Current: tax charge
Germany £3m - Japan £3.6m  Current year charge
Other £6m Adjustments in respect of prior years

53.9
(11.1)

439
2.7

Switzerland £5.1m

Deferred taxation
2021 £50.9m Origination and reversal of temporary differences

Singapore £1.7m
india £1.9m

428

5.5

Total income tax charge

483

466

(2.5)
441

South Korea £2.3m
Czech £2.3m

UK £14.6m

China £3.4m

Austria £1.4m
Sweden £3.5m

aly £(0.1)m
Japan £1.2m
Switzerland £3.4m

US £4.2m
Germany £1.4m

Other £4.2m

UK £19.5m
Singapere £1.9m
India £0.8m ' 2020 £41.0m
South Korea £1m
Czech£1.2m
China £0.3m
Austria £1.1m

Sweden £0.9m

There is normolly an element of volatility in the annual payments of corporate
income texes due to the timing of assessments, acquisitions and disposals, adjusting
items and payments on account in the many countries in which the Group operates.
Changes in the jurisdictions in which profits are earned can have an impact on cash
flow levels which may take time to be reflected in the tax cash flow.

The level of payrments made during 2021 increased significantty compared to 2020.
Payments in Sweden increased due to restructuring undertaken in earlier years.

OCther larger increqses, such ds in Germany, Japan, China, Korea and Switzerland
reflect more normal levels of payments having recovered tax debtors in earlier periods,
whilst payments in ttaly had previously reduced as a result of claiming tax credits on
patents and R&D. The UK payments decreased significantly due to a change in rules
regarding the timing of payments resulting in additiona! payments in 2020 which were
not required in 2021, Other territorial changes in payments largely reflect changes in
trading profits in those territories.

In addition, the Group makes substantial other tax payments relating to employment,
consumption, procurement and investment to tax authorities around the world.
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Reconciliation of effective tax rate

As IMI's head office and parent company is domiciled in the UK, the Group referencesits effective tax rate to the UK corporation tax rate, despite only a small pertion of
the Group's business being in the UK. Therefore, the following tax reconciliation applies the UK corporation tox rate for the year to profit before tax, both before and after
adjusting items. The resulting tax charge is reconciled to the actual tax charge for the Group, by taking account of specific tax adjustments as follows:

2021 2020
Adjusting Adjusting

Adjusted items Statutory Adjusted items Statutery

£m £m £m Em £m £m

Profit before tax 307.0 {62.4) a6 2739 (59.6) 2143
Income tax using the Cornpany's domestic rate of tax of 19.00% (2020: 19.00%) 58.3 {11.9) 46.4 520 (11.3) 40,7

Effects of: ’ - C

Non-deductible items 1.4 0.8 2.2 08 0.2 1.0
Neon taxable loss on disposal of businesses - 0.7 0y - - -
Utilisation of losses on which no deferred tax had been recognised {0.4) - (0.4) (0.3) - 0.3)
Current year losses for which no deferred tax asset has been recognised 03 01 0.4 0.2 0.1 03
Recognition of deferred tax asset on previously unprovided timing differences 2.8) - (2.8) (8.1) - 8.1
Change in future tax rate on deferred tax - 18.6 184 6.5 - 6.5
Differing tax rates 6.2 (4.8) 14 4,2 (2.4) 18
Adjustments ta prior year current and deferred tax charges {1.8) (16.6) (18.2) 2.2 - 2.2
Total tox in income statement 61.% (13.1) 4B.3 57.5 {13.4) 441
Income tax expense reported in the consolidated income statement 614 (13.1) 483 57.5 (13.4) 441
Effective rate of tax: 20,0% 19.7% 21.0% 20.6%

Events after the reporting period

In January 2022, the UK Government reconfirmed its intention to introduce legislation to give effect to the CECD Inclusive Framework agreement that there should be
a glebal minimum corporate income tax rate of 15%, taking effect in 2023. This event does not affect IMI's results for 2021 and is not expected to have a material impact
on [MI's financial statements for subsequent years. However, the exact impoct will depend on the precise rules adopted in individual countries which are not known at

this time.

Recognised outside of the income statement

In addition to amounts charged to the income statement, some current tax and deferred tax is charged/(credited) directly to equity or through other comprehensive

income, which can be analysed as follows:

2021 2020
£m £m
Deferred tax:
On equity-settled transactions (2.5) (0.4)
On re-measurement gains and on defined benefit plans 18.4 21
Effect of rate change on previously recognised items (15.8) (5.7)
0.1 (4.0)
Current tox:
On change in value of effective net investment hedge derivatives (1.2) 07
On equity-settled transactions {0.5) 0.4
(1.6) (2.9
Of which the following amounts are charged/{credited):
to the statement of comprehensive income 1.4 2.9
to the statement of changes in equity (3.0) -
(1.6) (2.9)
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9. Taxation {continued)

Recognised deferred tax assets and liabilities

Deferred taxes record the tax consequences of temporary differances between the accounting and taxation recognition of certain items, as explained below:

e Beses o Uobilities Net
2021 2020 2021 2020 2021 2020
£m £m £m £m £m £m
Intangible and tangible fixed assets 111 7.5 (59.8) (38.8) (48.7) (31.3)
Inventories 4.5 43 .2 (2.2) 33 21
Revaluation of derivatives 0.1 - 0.7) (1.1) 0.8) (B8]
Pension, employee benefits and provisions 39.2 39.0 (36.6) (18.1) 2.4 209
Other tax assets 12.%9 118 - - 12.9 118
&7.8 626 (98.3) (60.2) (30.5) 2.4
Offsetting within tax jurisdictions (28.1)| (26.3) 28.1 263 -
Total deferred tax assets and liabilities 39.u 363 (70.2) {33.9) {30.5) 2.4

The movement in the net deferred tax balances has been recognised in the financial statements as anatysed below:

Recognised  Recoghised
inthe  outside the

Balance ot income income Acquisitions / Balance ot
1Jan 21 t Exch dispesal 31Dec2l
£m £Em Em £Em £Em Em
Intangible and tangible fixed assets (31.3) 123 0.6 (30.3) (48.7)
Inventories 21 1.0 (0.1) 03 33
Revaluation of derivatives (L1 Q.5 {0.6)
Pension, employee benefits and provisiohs 209 (18.8) (0.1) 0.9} 15 2.6
Other tax assets/{liabilities) 118 (0.5) (0.4) 2.0 129
Net deferred tax asset/(liability) 2.4 {5.5) {0.1) {0.8) (26.5) (30.5)

Recagnised  Recognised
in the outside the

Balance at income income Acquisitions / Balonce at
1 dan 20 stgtement statement Exchange disposals 31 Dec 20
£m £m £m £m £m £m
Intangible and tangible fixed assets (314) 0.6) 0.7 (3L3)
Inventories 14 0.7 21
On revaluation of derivatives 0.6 (0.5) a1
Fension, employee benefits and provisions 23.6 7.2 40 0.5 209
Other tox assets 17 10.1 118
Net deferred tax (liability)/asset 5.3 25 &0 12 2.4

All exthange movements are taken through the tronslation reserve.

Unrecognised deferred tax assets and liabilities

Deferred tax assets of £46.7m (2020: £40.6m) have not been recognised in respect of tax (osses of £51.8m (2020: £65.2m), interest of £13.2m (2020: £nif) and capital
losses of £118.9m (2020: £118.9m). The majority of the tax losses have no expiry date. No deferred tax asset has been recognised for these temporary differences due to
the uncertainty over their offset against future taxable profits and therefore their recoverability. In some instances, these balances are also yet to be accepted by the tax
autherities and could be challenged in the event of an audit.

It is likely that the majority of unremitted earnings of overseas subsidiaries would qualify for the UK dividend exermnption. However, £128.4m (2020: £94.4m) of those
earnings may still result in o tax liability principally as a result of withholding taxes levied by the overseas jurisdictions in which those subsidiaries operate. These tox licbilities
are not expected to exceed £7.5m (2020: £7.2m) of which £2.2m (2020: £3.3m) has been provided on the basis that the Group expects to remit these amounts.
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10. Dividends

Accounting policy
Dividends are recognised as a lighility in the period 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 no income tax consequences.

2021 2020

£m £m

Current vear final dividend - 15.8p per qualifying ordinary share (2020: 15.0p) 40.9 40.7
The following dividends were declared and paid by the Group during the year:

2021 2020

£m £m

Prior year final dividend paid - 15.0p per qualifying ordinary share {2020 final year dividend: 24.2p} 40.8 71.2

Current year interim dividend paid - 7.9p per qualifying ordinary share (2020: 7.5p) 21.0 20.4

461.8 91.6

Dividend policy and share buybacks

As part of the capital management process, the Group ensures that adequate reserves are available in IMI plc in order to meet proposed shareholder dividends,

the purchase of shares for employee share scheme incentives and any on-market share buyback programme.

The Group does not have o formal dividend policy or pay out ratio. In 2020, the Group reset the dividend with the intention that it will be covered by at least three times
adjusted earnings, from an aim of two times adjusted earnings in previous years. In future years 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 investment opportunities through
capital expenditure, organic growth initigtives 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 gs acquired intangible assets and nen-acquired intangible assets. Amortisation of acquired intangible assets is treated as an
adjusting item os described in Note 3 us the impact of any acquisitions, which ore clearly identifiable, can materially impact the net book value, from pesiod
to period.

i. Goodwill

Goodwill is initiolly measured at cost being the excess of the aggregate of the acquisition date fair value of the consideration transferred over the net
identifiable amounts of the assets acquired and the liabilities assumed for the business combination. After initiol recognition, goodwill is measured ot cost less
any accumulated impairment losses, The value of the goodwili can arise from a number of sources, but in relation to cur mare recent acquisitions, it hos been
represented by post-acquisition synergies and the skills and knowledge of the workforce.

it. Research and Development

Expenditure on resedarch activities, yundertaken with the prospect of gaining new scientific or technical knowledge and understanding, is recegnised in the income
statement as an expense as incurred.

Expenditure on development activities, whereby research findings are applied to a plan or design for the production of new or substantially improved products and
processes, is capitalised provided benefits are probable, cost can be reliably measured and if, and only if; the product or pracess is technically and commerciaily
feasible and the Group has sufficient resources and intention te complete development. The expenditure capitalised includes the cost of materials, direct lobour
and directly attributable overheads. Other development expenditure is recognised in the income statement as an expense as incurred, Copitalised development
expenditure s stoted at cost less occumulated amortisation (see below) ond impoirment losses (see otcounting policy ‘Impairment’) ond is included in the other
acquired or other non-acquired category of intangible assets depending on its origin.

iii. Software developrment costs

Software upplications and systems that are not an integral port of their host computer equipment are capitalised on initiol recognition as intangible assets at
cost. Cost comprises the purchase price pius directly attributable costs incurred on development of the asset to bring it into use. Following initiol recegnition,
software developrment costs are carried at cost kess any accumulcted amortisation (see below) and accumulated impairment losses (see accounting policy
‘Impairment’} and are included in the other acquired or other non-acguired category of intangible assets depending on their origin.

iv. Customer relationships and other acquired intangible assets

Customer relationships and other intangible assets that are acquired by the Group as part of o business combination are stated at their fair value cakulated by
reference to the net present value of future benefits accruing te the Group from utilisation of the osset, discounted at an appropriate discount rote.
Expenditure on other internally generated intangible assets is recognised in the income stotement as an expense os incurred.

v. Amortisation of intangible assets other than goodwill

Amortisation is charged to the income statement on a straight-line basis {(other than for customer relationships and order book, which are charged on a sum of
digits basis) over the estimated usaful lives of tha intangible assets. Amortisation commences from the date the intangible asset becormes available for use,
The estimated useful lives for:

- Capitalised development costs are the life of the intangible asset (usually a moximum ef 15 years)

~ Software development costs are the life of the intangible asset {(up to 10 years)

« Customer refationships are the fife of the intangibfe asset (up to 10 years)

» Other intangible ossets fincluding order books, bronds and software) are the life of the intangible asset {up to 10years)

The Group splits its intongible pssets between those arising on ocquisitions and those which do not, because the omortisation of acquired intongibles is recognised
as an adjusting item in the income statement,
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Analysis of intangible assets

Non-gcquired
Acquired Other  Othernon-  intangibles Qther
customer acquired acquired under intangible
Goodwill rekitionships intongibles  intangibles*  construction assets
£m £m £m £m £m £m
Cost
As at 1 Janvary 2020 480.4 2403 129.8 154.9 15.6 540.6
Exchange adjustments 7.0 37 25 5.8 Q.5 12,5
Additions 5.6 7.2 12.8
Transfers from assets in the caurse of construction 135 (13.9) -
Disposals (9.6) (9.6)
As at 31 December 2020 487.4 2440 1323 170.2 98 556.3
Exchange adjustments (147 7.9 (5.2) 3.0) {0.8) (16.9)
Acquisitions (Note 23) 97.4 109.6 —6
Additions ' 45 6.8 Y3
Transfers from assets in the course of construction 69 6.9) %
Disposals {0.5) 36 (03 6.4 o),
As ot 31 December 2021 569.6 2325 236.4 172.2 8.9 &0}
Amortisation
As at 1 Jonuary 2020 363 186.4 9.2 80.3 3659
Exchange adjustments 16 41 31 3.0 10.2
Disposals (9.4) (9.4)
Impairment 43 4.3
Amortisation for year 143 b4 16.3 350
As at 31 December 2020 37.¢ 2048 106.7 945 406.0
Exchange adjustments (1.9 ' 1.7) [EX)] 0.9 ¢1213),
Acquisitions !
Disposals (3.3) ©.3) 5.9 (9IS,
Impairment 0.1 [0V1%
Amortisation for year 10.5 45 16.2 — 317
As at 31 December 2021 36.0 204.3 107.2 104.0 - 415.5
Net book value at 31 December 2020 4495 39.2 25.6 75.7 98 150.3
Net beok value ot 31 December 2021 533.6 28.2 129.2 68.2 89 234.5

* Other non-acquired intangibles includes capitalised development costs with a carrying value of £34.5m (2020: £40.1m} ond caopitolised software costs with a carrying

value of £33.7m (2020: £35.6m).



178 IMI plc Annual Report & Accounts 2021

11. Intangible assets {continued)

Goodwill impairment testing

Accounting policy

For the purpose of impairment testing, goodwill acquired in o business combination is, from the ocquisition date, vllocoted to each of the Group's cash-generating
units (or groups of 'CGUs'}. The compesition of CGUs reflects both the way in which cash inflows are generated and the internal reporting structure. Where our
businesses operoate closely with each other we will continue to review whether they should be treated as a single CGU. Each unit or group of units to which goodwill
is aliocated represents the lowest level within the entity at which the goodwill is monitored for internal management purposes and shail not be forger than on
operating segment before aggregation.

Where goodwill forms part of a CGU and part of the aperation within that unit is disposed of, the goodwill associated with the operation disposed of is included in
the carrying omount of the operation when determining the gain or loss on disposal of the operotion. Goodwill disposed of in this circumstonce is measured based
on the relative values of the operation dispesed 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 omount of the asset or all assets within its CGU is estimated. Animpairment loss is recognised whenever the corrying amount
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 evaivated at each halance sheet date.

The recoverable amount of non-financial assets is the greater of their fair volue less costs to sell and value in use, In assessing value in use, an individual assessment
is made of the estimated future cash flows generated for each CGU derived from the Group's fong-term forecasts for the next five years. These are discounted

to their present value using a 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 approech, including the use of the indefinite cash flow projection, is oppropriate based upon both historical experience and because
it iz one of the bases management utilise to evaluate the fair value of investment opportunities. For an 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 sther assets, on impairment loss is reversed if ot the balance sheet dote there are indicotions thot the loss
has decreased or no longer exists following a 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 has 13 (2020: 12) cash generating units to which goodwillis allocated.

The recoverable amount of a CGU is the higher of its fair value less costs to sell
and its value in use. Value in use is determined using cash flow projections from
financial budgets, forecasts and plans approved by the Boord covering a five-year
period and include a terminal value multiple. The projected cash flows reflect the
latest 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-year 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 achievernent of the
forecasts themselves. Long-term growth rates are based on long-term econormic
forecasts for growth in the manufacturing sector in the geegraphical regions in
which the cash generating unit operates. Pre-tax discount rates specific to each
cash generating unit are colculated by adjusting country and region-specific post-
tax weighted average cost of capital ('WACC') for specific country risk premium,
the Group's size risk premium and tax rote relevent teo the jurisdiction in which

the cash flows are generated. The basis on which the discount rates are derived
has chonged during the year. Buring 2020, pre-tax discount rates specific to each
cash generating unit were calculated by adjusting the Group post-tax WACC of
7% for the tax rate relevant to the jurisdiction before adding risk premia for the
size of the unit, the characteristics of the segment in which it resided, and the
geogrophical regions from which the cosh flows were derived.

This exercise resuited in the use of the following ranges of values for the
key assumptions:

2021 2020

% %

Discount rate 73-112| 92-107
Laong-term growth rate 15-2.0 13-21

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 caleulation are the discount rate, growth rate and operating cash flows.
These estimates are determined using the methodology discussed above and

for those CGUs considered to be significant; outlined in the table adjacent:

2021 Goodwill Discount Growth
rate rate
£m % %
[V o
IMI Critical - Petrochemical & Isolation 1106 10._9 ) 2.0
IMI Critical - Control Valves 95.9 10.8 2.0
IMI Precision Americas - Fluid Technologies 59.0 10.9 1.7
2020
cGU
IMI Critical - Petrochemical & Isclation 117.1 10.9 21
IMI Critical - Control Valves 94.0 10.% 21
IMI Precision Americas - Fluid Technologies 581 12.2 1.8

Sensitivity to changes in assumptions

The key estimates reflect the combinction of assumptions used, including the long-
term growth rates and the discount rate applied to forecast cash flows in addition
to the achievernent of the forecasts themselves.

The Directors do not consider that any reasonably possible changes to the key
assumptions would cause the carrying amount to exceed the recoverable amount
of the CGU.

“The aggregate arnount 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 Januvory 2004, amounted to £364m.

The cumulative impairment recognised in relation to goodwill is £41m (2020: £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. These assets include manufacturing,
distribution and office sites, and equipment used in the manufacture of the Group's products. The cost of these assets represents the amount initially paid for them.

Accounting policy
Freehold land and assets in the course of construction are not deprecicted.
Items of property, plant and equipment are stated at cost less accumulated depreciation (see below) and impairtmient losses (see Note 11).

Where an item of property, elant and equipment comprises major components having different useful lives, they are accounted for as separate itemns of property,
plont and equipment. Costs in respect of tooling ewned by the Group for clearly identifioble new products are copitalised 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 d straight-line basis (unless such a basis is not aligned with the
anticipated benefit) so as to write down the cost of assets to residual values over the peried of their estimated useful ives within the following ranges:

+ Freehold buildings - 25 to 50 years
« Plant and equipment - 3 to 20 years
Assets in the course of construction comnprise assets which are not currently ready to be brought in to use. Assets under construction are 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, a one-off impairment charge is made against profit.
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Assets in the
Lond & Plant & course of
buildings equipment  construction Total
£m £m £m £m

Cost
As at 1 January 2020 179.9 6688 19.6 868.3
Ex¢hange adjustments 60 16.6 10 236
Additions 16 17.7 18.6 379
Transfers from assets in the course of construction 31 18.7 (21.8) -
Disposals (1.0 {23.6} {0.5) (25.1)
As at 31 Decernber 2020 189.4 698.2 169 904.7
Exchange adjustments (5.6) (27.3) {1.4) (34.3)
Acquisitions (Note 23) 6.1 5.0 0.5 9.6
Additions 11 20.6 245 46.2
Transfers from assets in the course of construction 18 122 (13.9) -
Disposals (4.3} (33.9) (38.2)
As at 31 December 2021 184.7 874.7 26.6 8388.0
Depreciation
As at 1 Janwary 2020 20.4 506.6 5970
Exchange adjustments 31 153 18.4
Disposals (0.5 (22.3) (22.8)
(Reversal of impairment)/Impairment charge (0.4} 0.1 0.3)
Depreciation 4.4 420 46.4
As at 31 December 2020 7.0 541.7 638.7
Exchange adjustments (0.6) (28.3) (28.9)
Disposals (2.6} {32.3 (34.%)
Impairment charge 3.1 23 5.4
Depreciation 3.7 3463 40,0
As at 31 December 2021 100.6 519.7 - 620.3
NBV at 31 December 2020 92.6 1565 16.9 2660
NBV at 31 December 2021 85,1 155.0 26.6 267.7

An impairment charge of £5.4m occurred during the year (2020: £0.3m net reversal of impairment). The recoverable amount of these assets has been determined using

their fair value less costs ta 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 £3.4m (2020: £5.6m).
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13. Leases

Accounting policy

The Group leases various properties, plant, equipment and cars. Rental contracts are negotiated individually and have a range of initial terms and may have
extension options. The lease agreements do not impose any 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 hability at the dote at which the leased asset is available for use by the Group. Each lease
payment is allocated between the liability ond 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 dare initially measured on o 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;

iil, 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 penalties for terminating the lease, if the lease term reflects the Group exercising that option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate connot 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 at cost comprising:

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

ii. anylease payments made ot or before the commencement date less ony lease incentives received; and
jii. restoration costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line besis as on expense in profit or loss. Short-term
leases are ieases with a lease term of 12 months or less. Low-value assets comprise IT-equipment and smeall items of office furniture.

Extension and termination options - Extension and 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, managernent considers all facts and circumstances thot create an economic incentive to exercise an extension option, or not
exercise o termination option. Extension options {or periods after termination options) are only intluded in the lease term if the lease is reasonably certain to be
extended (or not terminated), Potential future cash outflows of £nil have hot been included in the lease liability because it is not reasonably 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 and that is within the control of
the Group. During the current financioal year, the financial effect of revising lease terms to refiect the effect of exercising extension and termination options was
an incredase in recognised lease liabilities and right-of-use assets of £11.0m (2020: £5.3m).
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13. Leases (continved)

Set out below are the carrying ameunts of right-of-use assets recognised and the movements during the period:

Land & Plant &
buildings equipment Total
Em £m £m
As at 1 Jonuary 2020 753 14.8 0.1
Additions 123 6.0 18.3
Extensions 6.3 0.8 7.1
Payment changes 12 01 13
Terminations (11 0.7) (1.8
Depreciation expense {21.5) 8.2) (29.7)
Exchange 0.1 0.2 0.3
As at 31 December 2020 726 13.0 85.6
Additions 149 50 19.9
Acquisitions 38 0.1 3.9
Extensions 124 0.7 131
Poyment changes 0.5 0.1 0.5
Terminations {15 €0.4) (1.9
Depreciation expense {20.9) (7.4) (28.3)
Exchange (0.9) {0.5) (1.4)
As at 31 December 2021 80.9 10.6 1.5
Set out below cre the carrying amounts of Jease liobilities and the movements during the period;
Lond & Plont &
buildings equipment Total
£m £m £m
As at 1 January 2020 75.7 147 90.4
Additions 12.8 4.0 188
Extensians 6.3 038 7.1
Payment changes 1.8 01 1.9
Terminations 1.1y 0.6) (1.7
Accretion of interest 22 03 2.5
Payments (22.6) (8.6) 31L.2)
Exchange 0.4 01 2.5
As at 31 December 2020 75.5 128 88.3
Additions 14.6 51 19.7
Acquisitions 3.8 0.1 3.9
Extensions 12.1 0.7 128
Payment changes (0.8) 0.1 (0.7
Terminations (1.5) (0.3) (1.8)
Accretion of interest 2.4 0.2 2.8
Payments (22.3) 7.7) (30.0)
Ex¢hange (0.8) (0.3) (1.1)
As at 31 December 2021 83.2 10.7 93.9
Currenit 18.4 55 239
Non-current 64.8 5.2 70.0
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The following are the amounts recognised in the income statemment:

2021 2020

£m Em
Depreciation expense of right-of-use assets (28.3) 29.7)
Interest expense on lease ligbilities {2.8) {2.5)
Total amount recegnised in profit or loss (31.1) (32.2)

Practical expedients applied
The Group has used the following practical expedients permitted by the standard:

i. the use of a single discount rate to a portfolic of leases with reasonably similar characteristics

Ne 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.

Future cash cutflows that the Group is potentially exposed to in relation to the measurement of lease labilities which have not been reflected is £nil (2620: £nil).
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14. Retirement benefits

Accounting policy
i. Defined contribution ('DC’) pension plans

Arrangements where the employer pays fixed contributions into an external fund on behalf of the employee (who is responsible for making the investment decision
ond therefore assumes the risks ond rewards of fund perfermance),

Contribytions to defined contribution pension plans are recognised as an expense in the income statement as incurred.
ii. Defined 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 o
foermula based en the employee's earnings history, tenurg of service and age, rather than depending directly on individuol investment retumns. In some cases, this
benefit is paid as ¢ 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 obligations and therefeore any net liability 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 eorned in return for their service in the current and prior periods; that benefit is discounted to determine its present value, and the fair vafue 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 yieki at the balance sheet date on high quality corporate bonds of the appropriate currency
that have durgtions approximating those of the Group's cbligations. The calculation is performed by a qualified actuary using the projected unit credit method.

At each year end the Company dand the local actudries consider whether the plans are affected by the gsset ceiling requirements. When the calculation resuits in

o net asset to the Group, the recognised asset is limited to the present value of any future refunds from the plan or reductions in future contributions te the plan
and restricted by any relevant asset ceiling. Any deduction made by the tux authorities in the event of a refund of a surplus would be regarded by the Group as an
income tax.

When the benefits of o 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 stotement 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 amount of future benefit that
employees have earned in return for their service in the current and prior periods. The obligation is calculated using the projected unit credit method and is
discounted ta its present value and the fair value of any related assets is deducted. The discount: rate is the yield ot 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

The present value of the Group's defined berefit pension plans and other post-employment benefits are determined using actuoriol valuations, An actuerigl
valuation involves making various assumptions that may differ from actual developments in the future. These include the determination of the discount rate,
inflation, future salary increases, mortality rates and future pension increases. The assumptions used and analysis of their sensitivity are set out on pages 188
and 189. Due to the complexity of the valuation and its long-term nature, a defined benefit obligation is highly sensitive to changes in these assumptions.
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Summary information
Net pension surplus: £62.5m (2020: deficit of £22.0m)

The assets and liabilities of the defined benefit schemes are aggregated, recognised in the consolidated balance sheet and shown within non-current liabilities or in non-
current assets if a scheme is in surplus and it is deemed recoverable.

Number of DB arrangements: 70 (2020: 71)

The movement in the year is the result of the removal of two Mexican schemes where the opening liability was nil and the costs are recognised when occurred and an
additional scheme in Germany.

The following table shows a summary of the geographical profile of the Group's defined benefit schemes:

Net surpius/
Quantity Quantity Assets Liabilities {deficit)

2021 2020 fm £m £m

Australia 3 3 (0.4) {0.4)
Austria 6 6 ’ 3.2) 3.2)
France 3 3 0.2 (0.9) {0.7)
Germany 30 29 7.0 (55.9) (48.9)
India 6 6 e 1o
ftaly I 6 a1 @GN
Mexico 5 7 (0.6} €0.6)

Spain 2 2 - -
Switzerlond 5 5 80.6 (83.9) (3.3
UAE 1 1 .0 (1.0)
us* 2 2 (6.3) (4.3)
UK 1 1 6319 (502.9) 129.0

70 71 719.7 (657.2) 62.5

* The US deficit above excludes £1.8m of assets relating to unqualified plans classified as investments (see Note 17).

As at 31 Decemnber 2021, the Group has recognised a net defined benefit asset of £129.0m (2020; £69.1rm} for the UK Deferred Fund. No asset ceiling has been applied
to the net surplus recognised since the Group has an unconditional right to o refund of surplus assets following the settlement of the Jiabilities.

The Group provides pension benefits through a mixture of funded and unfunded DB and DC 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 operction is as follows:

* Final selary scheme: The pension available te a membet in o final salary

% B arrangetnent will be a praportion of the member's salary at or around their

Qty Assets of total Liabifities Shtotal retirement date. This propertion will be determined by the member's length of
Type of scheme No. £m assets £m lighiities pensionable service, their accrual rate and any particular cireurnstances under
2021 _ which the member retires (for example early ill-health retirement).
Final salary* 25 632.5 88% (549.2) m ** Cash balance: A cash balance scheme is o form of defined benefit pension
Cash balance** 12 80.6 11% 87.1) under which the member has the right to a defined lump sum on retirement
Jubilee Awards*** 14 - 0% .0 rather than a defined amount of pension receivable. For example a cash
Other 19 6.6 1% a7y EEA balance plan may have minimum or guaranteed rates of return on pension
Total 70 719.7 100% (657.2) 1005 contributions. The amount of pension to which that lump sum may be
2020 converted is determined by the annuity rates prevailing at the time of

i _ conversion.

Final salary* 26 638.8 89% (624.4) 84%
Cash balance** 12 73.2 10% (92.8) 13% *** Jubilee Awards: Jubilee plans provide for cash award payments which are
Jubilee Awards*** 14 . 0% B2 0% based on completed lengths of service. These payments are often made on
Other 19 4.8 1% (19.4) — 3% cessation of service with the company, subject to a minimum period of service.

Total 71 7188 100% (740.8) 100%
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14, Retirement benefits (continued)

Asset profile of schemes

The following table sets out the profile of the overall assets of the schermes (to
give an indication of their risk profile), the comparative amounts of the funded
ond unfunded defined benefit liabilities ('DBOs') and a split of the balance sheet
impact between schemes with a net pension surplus and a net pension deficit.

2021 2020

£m £m

Quoted equities 278 257
Quoted bonds 254.8 423.2

284.6

Total quoted assets

Unguoted equities 1208 121.5
Insurance policies™ 254.7 68.3
Property 200 1846
QOther*” 39.6 61.5
Total unquoted assets 435.1 [ 269.9
Fair value of assets 719.7 7188
DBOs for funded schemes (598.1) {672.1)
DBCs for unfunded schemes (59.1) {68.7)
Surplus/(deficit) for DBOs 62.5 | (22.0)
Schemes in net pension deficit (64.5) (?1.1)
Schemes in net pension surplus 129.:' 691

* The value of the insurance policies match the value of the IAS 19
liabilities insured.

** 'Other’ assets primarily consists of cash, currency swaps and UK commercial
real estate debt.

The oversecs assets of £87.8m (2020; £80.6m) comprise equities of £27.8m (2020:
£25.7m), bends of £20.2m (2020: £17.8m), insurance of £4.1m (2020: £7.4m),
property of £19.2m (2020: £17.6m) ond other assets of £16.5m (2020: £12.1m).

Funded: The majority 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 ore not funded are those that are not backed by segregated
assets. These include some pension plans but alse @ number of other long-term
arrangements for the benefit of our empicyess, with benefits payable while they
are employed by the Group but more than 12 months after the related service

is rendered. Actugriol goins ond losses on other long-term orrangements ore
recognised in the incorne 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 2021 2020
UK* 21.7 219
Switzerland 14.8 183
us 85 5.7
Eurozone 14.6 15.2

* UK Fund excluding buy-ins

The UK Funds

The United Kingdom constitutes 77% (2020 77%) of total defined benefit
liabilities and 88% (2020: 89%} of total defined benefit assets. Historically, the IM]
Pension Fund offered fingl salary benefits to UK employees until it clesed to new
entrants in 2005 and to future accrual on 31 Decemnber 2010. In Dacember 2014,
winding-up procedures commenced and 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 IMI 2014 Deferred Fund - ‘the UK
Funds"). Ongoing pension benefits in the UK are provided via the Trustee's defined
contribution plan - The IMI Retirernent Savings Plan. All UK pension assets are run
on behalf of the Trustee by the Board of the IMI Common Investrment Fund.

The Trustee has determined on investment objective to achieve, over time,
a position of self-sufficiency, defined using a discount rate of gilts +0.25%.

Liability management

In 2021, the Group completed a bulk insurance buy-in exercise in relation to certain
metnbers of the UK Deferred Fund during the year. The difference between the
value of the liabilities insured and the cost of the premium to insure them of

£ 26.4m wios recognised as a loss in other comprehensive income.

Contributions

The March 2021 Valuation was completed in December 2021 and the Funds’
Actuary certified thot no deficit funding contributions would be required pver 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.
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SpECiﬂC effect on the finc ncial statements The table below reconciles the movement in the UK and overseas net defined

benefit surplus/{obligation) between 1 January 2021 and 31 December 2021.

The corresponding entries for increases and decreases in the net pension surplus
reported in the balance sheet are reflected as follows.

i. Cash flow statement: When the Group makes cash contributions to fund UK Overseas Total
the pension surplus/deficit they are reflected in the cash flow statement and Em £m £m
reduce the net deficit/increase the net surplus. Net defined benefit surplus/(obligation)

ii. Income statement: Movements in the overall net pension surplus/deficit are at 1 January 2021 69.1 (L.1) (22.0)
recognised in the income statement when they relate to changes in the overall Movement recognised in:
pensicn promise, due to either an additional period of service (known as 'current Income stotement 2.0 (6.5) {4.5)
service cost’), changes to pension terms in the scheme rules (known as 'past oci 50.9 20.0 70.9
service cost”), or closure of all or part of a scheme (known as settlements and Cash flow statement 70 6.8 13.8

. X TI’] - t t h N .. g e - Al -
curtailments). The interest charge/income on the net deficit/surplus position Exchange movements . 43 4.3

is also recognised in the income statement.

Net defined benefit surplus/(obligation)

. Other comprehensive income (OCI): Movements in the overall net pension at 31 December 2021 129.0 (66.5) 42.5
surplus/deficit are recognised through OCI when they refate to changes in

actuarial assumptions or the difference ('experience gain or loss’) between
previous assumptions and actual resylts.

Risks faced by the schemes

The main risks that the Group face in respect of the UK Deferred Fund, which makes up 77% of the Group's liabilities, are:

Risk

Description/mitigation

Interest rate risk

Under |AS 19, the discount rate should be set with reference to the yield on high quality corporate bonds (typically token to mean those
rated AA) of term appropriate to the duration of the liabilities.

Adecrease in corporate bond yields and therefore the resulting discount rate, leads te a higher vatue 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 a target to hedge 100% of interest rate 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.

Note that the Scheme hedges interest rate risk on a scheme funding basis (relative to gilts) whereos AA corporate bands are implicit in the
1AS 19 discount rate and so there is some mismatching risk to the Group should yields on gilts and corporate bonds diverge. The Scherne’s
exposure to corporate bonds mitigates this risk to some extent.

Inflation risk

In the UK Deferred Fund, a large proportion of the benefits are linked to inflation. Therefore, an increase in inflation would lead te higher
benefits being paid then expected.

To mitigate this risk, the UK Deferred Fund gims to hedge 100% of the Fund's liabilities against inflation risk. The Trustee's investment
manage+s measure and moniter the hedging arrangements in place and the latest performance report shows this target is being met.

Investment risk

The UK Deferred Fund holds investrents in asset classes, such as private equity and property, which have volatile market values. These
assets are expected to provide better returns thon Government bonds over the Jong-term. However, the short-term volatility can cause
additienal funding to be required, if a deficit emerges, As these investments make vp around 20% of the totol assets, the risk to the
Graup is relatively small.

Mortality risk

The majerity of the plans' obligations are ta provide benefits for the life of each retired member and his/her spouse, so increases in life
expectancy result in an increase in the plans’ liabilities.

Anincrease of one year in life expectancy for the UK Deferred Fund would act to increase liabilities by ¢.£17.9m.

The Group has an abjective to insure benefits as members retire in order to reduce mortality risk.
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14, Retirement benefits {continued)

Cash flow impacts

B . 202_1 B i _ 3020 )
UK Oversens Total UK Overseas Tetal
£m £m £m £m £m im
Amounts from employees - 2.2 2.2 - 2.2 2.2
Amounts from employers 7.0 2.7 9.7 7.0 2.7 9.7
Benefits and settlements paid directly by the Group - 41 4.1 - 4.1 4.1
Total 7.0 20 16.0 | 7.0 5.0 16.0

The expected contributions to the DB arrangements in 2022 are £2.6m of narmal employer contributions and £2.1m of normal employee contributions, both in refation
to overseas pension funds. Additional contributions of £7.0m will be made in the UK in 2022,

Other comprehensive income

Movements in pensien 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 camprehensive income. Thase movements are analysed below:

_ _ e L W6 ,
Dverseas Overseas Overseas Owerseas
post non-post post nan-post
UK ploy ploy Total UK employment employment Total
£m £m £m Em Em £m £m £m
Change in discount rate 499 8.0 579 (78.5) (7.2) (85.7)
Change in inflation (16.0) - (16.0) 47 04 51
Chenge in other ossumptions 5.4 3.2 8.6 (1.0} - {1.0)
Actuarial experience - Liobilities 3.6 1.4 50 5.7 7N 50
Asset, experience 8.0 7.4 15.4 82.5 (1.6) 80.9
Actuaridl gains/(losses) in the year 50.9 20.0 709 13.4 9.1 43
Exchange gains/(losses) 40 0.3 43 (3.2) 0.1 (3.3)
Gains/{iosses) recognised through equity S0.9 24,0 0.3 75.2 13.4 (12.3) (0.1} 1.0

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 opplied to the assets and liabilities, the life expectancy of the members, their expected salary and pensien increases and inflation.
The assumptions used for this purpose in these financial statements are summarised below:

Weighted Averoges
31Dec 2021 31 Dec 2020 7 31 Dec 2019

UK* Overseas UK Overseas UK Overseos

% pa % pa % pa % pa % pa % pa

Inflation - RP{ 3.4 nfa 31 nfa 31 nfa
Inflation - CPt (pre-2030} 24 1.3 21 13 21 14
Inflation - CPI (post-2030) 3.4 1.3 31 13 21 1.4
Discount rate 19 08 1.4 0.4 2.0 a7
Expected salary increases n/a 17 nfo 16 nlo nfo
Rate of pension increases 3.3 0.7 31 Q0.7 31 0.6

* Assumptions based on 31 December 2021 UK market conditions excluding buy-ins.
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2021 paiyi 2019
Years Yeors Years
Life expactancy at age 65 (IMI Pension Fund only)
Current male pensioners 218 218 218
Current female pensioners 24.1 24.6 248
Future male pensioners 23.1 235 23.4
Future fernale pensioners 25.6 264 26.6

The 1w Lality assumptions ysed for the UK Funds above reflect its scheme specific experience, together with an allowance for improvements over time. The experience
was reviewed as part of the formal triennial actuarial valuation carried out a5 at 31 March 2021. The assumptions used as at 31 December 2021 have been based on the

results of this review.

The table below illustrates how the UK Funds’ net pension surplus would decrease
{excluding the impact of inflation rate and interest rate hedging), as at 31 Decemnber
2021, in the event of the following reasenable changes in the key assumptions above.

The table below shows how the net pension deficit for IMI's non-UK plons would
increase, in the event of the following reasonable changes in the key
assumptions above.

UK 2021 2020 Non-UK 2021 2020

£m £m £m £m
Discount rate 0.1% pa lower* 11.0 130 Discount rate 0,1% pa lower 2.5 29
Inflation-linked pension increases 0.1% pa higher 8.0 100 Salary increases 0.1% higher 0.3 0.4
Increase of one year in life expectancy from age 65 18.0 210 Increase of one year in life expectoncy at age 65 4.2 4.6
10% fall in non-bond-like assets** 370 57.0

* Due to the volatility of the discount rate year on year, sensitivities using o
percentage of 0.1% are shown to provide the users of the accounts the ability

to adjust the sensitivities as they consider necessary.

**Fund assets excluding cash, bonds, insurance policies and the Funds’ interest in

the IMI Scottish Limited Partnerships.

In each case all other assumptions are unchanged.

Income statement

In accordance with IAS 19, pension costs recorded through the income statement 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):

2021 2020
Oversaas Overseas Overseas Qverseas
post non-post post non-post
UK  employment employment Total UK  employment employment Total
£m £Em £m £m £m £m £m £m
Current service cost 5.1 0.8 5.9 - 4.6 11 5.7
Past service cost/(credit) - 0.2 02
Settlement/curtailment gain (0.4) (0.4) - (0.2) 0.2)
Pension {income)/expense - operating costs (0.4) 5.1 0.8 5.5 0.2 44 0.9 5.7
Interest on DBO 9.0 0.6 0.1 97 2.9 1.0 0.1 11.0
Interest on assets €10.6) {0.1) {10.7) (10.9 0.3 - (11.2)
Interest (income)/expense - financing costs (1.6} 0.5 0.1 (1.0 (L.O 0.7 0.1 {0.2)
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Overall reconciliation of changes in the net surplus/(liability) for DBOs

~ R _ _ B N B o 2021 N ] ___ 2020 - )
NetDB Net DB
asset/ asset/
DBO Assets (liability} DBO Assets (liability}
£m £m £m £m £m £m
Brought forward at start of year (740.8) 718.8 {22.0) I (654.9) 623.6 (3L.3)

Income statement {charges)/credits

Current service cost

Fast service cost ~ plon amendments

Settlements

Net interest {cost)/income on net DB (liability)/asset

Immediate recognition of gains/(losses) -
other long-term benefits

Total charged to income statement

Remeasurements recognised in other
comprehensive income

Actuarial gain/(loss) due to actuaria! experience
Actuarial gain/(loss) due to financial
assumption changes

Actuarial gain/(loss) dve to demographic
assumption changes

Return on plan assets® less than discount rate

Total remeasurements recognised in other
comprehensive income

Cash flows in the year

v

(5.9) (5.9} (5.7 [EX)]
- 0.2} ©.2)
253 (24.9) 0.4 R
(9.7) 10.7 1.0 (110 112 0.2
- 0.2 0.2
9.7 (14.2) (4.5) (16.7) 112 {5.5)
5.0 5.0 4.9 49
419 41,9 {80.5) (80.5)
8.6 8.6 1.m .o
154 15.4 80.9 80.9
55.5 15.4 70.9 (76.6} 80.9 43

Employer contributions

Employee contributions (2.2}

Benefits paid directly by the Company 4.1

Benefits paid from plan assets 10.8 (10.8) - 130 (13.0) -
Net cash inflow/{outflow) 12.7 11 138 149 (1.1) 138
Cther movements

Changes in exchange rates 5.7 (1.4) 4.3 {7.5) 4.2 (3.3}
Total ather movements 5.7 (1.4) 4.3 (7.5) 4.2 3.3
Carried forward ot end of year {657.2) 719.7 62.5 (740.8) 7188 (22.0)

" Net of management costs.
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15. Inventories

Accounting policy

tnventories are valued ot 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 goeds, cost includes cll direct costs of production and the appropriate proportion of
production overheads. '

The Group sells o wide range of highly technical products and whilst they are designed and engineered to a high degree of precision and to customer specifications,
there is a risk of products requiring modification, which can lead to excess or obsolete inventory. The amount of inventory provision recognised is disclosed below:

Inventories

2021 2020
£m £m
Row materials and consumables 135.4 100.3
Work in progress 107.0 112.5
Finished goods 928 80.5
335.2 293.3

Inventories are stated ofter:
Allowance for impairment 46.2 428

In 2021, the cost of inventories recognised as an expense (being segmental cost of sales) amounted to £1,004.3m (2020: £1,008.8m).

In 2021, the write-down of inventories to net realisable value amounted to £8.4m (2020: £20.0m). The reversal of write-downs amounted to £nil (2020: £6.2m).
Write-downs and reversals in both years relate to ongoing assessments of inventory obsolescence, excess inventory holding and inventory resale values across alt
of the Group's businesses,
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16. Trade and other receivables

Accounting policy

The recoverable amount of the Group's receivables ather than financial assets heid at fair vaiue is calculated as the present value of expected future cash fiows,
discourted at the original effective interest rate inherent in the asset, Receivables with a 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 gecgraphical location in which they
operate, historical collectability and the customer's financial position, where this information is kngwn.

Trade and other receivables

2021 2020
£m £m
Current

Trade receivables 3254 3055
Other receivables 587 49.9
Prepayments and accrued incorne %9 235
616.1 3789

Receivables are stated after:
Allowance for impairment 15.7 19.5

Credit risk

Credit rigk is the risk of financial loss to the Group if o ¢ustomer or counterparty to
a financial instrument fails to meet its contractual obligatiens, 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 2021 these totalied
£446.0m (2020: £516.4m).

Managing credit risk arising from customers

The Group's exposure to credit risk is influenced mainly by the individual
charocteristics of each customer. The demogrophics of the Group's customer bose,
including the default risk of the industry and country in which customers operate,
hove less of on influence on credit risk. Our lorgest: single customer occounted for
3% of our 2021 revenues (2020: 2%).

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 potential credit and
foreign exchange risks, is reviewed. Credit risk is minimised through due diligence on
potential customers, appropriate credit limits, cash flow management and the use
of documentory credits where appropriote.

Exposure to credit risk in respect of trade receivables

Carryimg amount
2021 2020
Em £m

UK 129 89
Germany 249 236
Rest of Europe 83.3 78.4
USA 62.5 59.0
Asia Pocific 23.4 81.2

Rest of World 48.4 54.4

The maximum exposure to credit risk for trade receivables at the reporting date by
segment was as follows:

Corrying amount
2021 2020
£m £m
IMI Precision Engineering 1538 152.4
|MI Critical Engineering 128.3 1115
IMI Hydrenic Engineering 43.3 41.6

325.4 305.5

Impairment provisions for trade receivables
The ogeing of trade receivables at the reporting dote wos:

2021 2020

Gross  Impairment Gross  Impairment

£m £m £m £m

Not past due 285.8 0.3) 2669 0.2)
Past due 1-30 days 24.5 (1.0) 24.4 (1.5)
Past due 31-90days 9.2 (1.1) 11.3 1.9
Post due over 90 days 216 (13.3) 224 {15.9)
Total 3411 (15.7) 3250 (19.5)

The net movement in the allowance for impairment in respect of trade receivables
during the year was as fellows:

Net balance ot 1 January 19.5 137
Acquisitions (0.1} -
Utilised during the year 3.0 G
Charged to the income statement 17 9.9
Released (1.3) a2
Exchange (1.1) Q.2
Net balance ot 31 December 15.7 195

The net impairment charge of £0.4m (2020: charge of £8.7m) relates to the
movermnent in the Group's assessment of the risk of non-recovery from o range of
customers across al! of its businesses.

Managing credit risk arising from counterparties

A group of relationship banks provides the bulk of the banking services, with
pre-approved credit limits set for each institution. Financial derivatives are
entered into with these core banks and the credit exposure to these instruments
is included when considering the credit exposure to the counterparties. At the end
of 2021, credit exposure including cash deposited did not exceed £15.8m with any
single institution (2020: £30.0m).
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17. Financial assets and liabilities

Financial instruments included in the financial statements are measured at either fair value or amortised cost. The measurement of this fair value con in some cases be
subjective, and can depend on the inputs used in the calculations. The Group generally caleulates its own fair values using comparable observed market prices and
a valuation model using the respective and relevant market data for the instrument being valued.

The table below sets out the Group'’s accounting classification of each class of financial assets and liabilities, and their fair valves at 31 December 2021 and 31
Decernber 2020. Under IFRS 9, oll derivotive finoncial instruments not in o hedge relotionship ore clossified os derivatives at fair value through the income stotement.
The Group does not use derivatives for speculative purposes and transacts oll derivatives with suitable investrment grade counterparties. All transactions in derivative
financial instruments are undertaken to manage the risks arising from the Group's business activities.

Fair volue
Other Finaneial At Total
Designated derivatives assets at amortised carrying Fair valve
at foirvalue  at fair value fuir value* cost valve  if different
£m £m £m £m £m £m
2021
Cosh and cash equivalents N T %44 94.6
Bonk overdrafts {65.5) {65.5)
Borrowings due within one year T (127.7) (127.7) (128.3)
Borrowings due after one year (430.3) (430.3) (446.6)
Lease liabilities {93.9) (93.9)
Trade and other payables* ' (666.9) (406.9)
Trade receivables 325.4 325.4
Investments 29 o 2.9 |
Other current financial assets/(liabilities)
Derivotive assets™** 4.9 5.1 10.0
Derivative liabilities**"* %) o (6.3)
Total 4.9 1.2) 97.5 (798.9) (697.7)
2020
Cash and cash equivalents 207.9 207.9
Bank overdrafts (73.5) {73.5)
Borrowings due after one year (362.3) (362.3) (394.3)
Lease liabilities (88.3) (88.3)
Trade and other payables** (378.9) (378.9)
Trade receivables 305.5 305.5
Investments 31 31
Other current financial assets/(liabilities)
Detivative assets*** 5.4 L4 10.8
Derivative liabilities™** b7 4.7)
Total 5.4 0.7 211.0 (597.5) (380.4)

*

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 liakilities of £6.5m {2020: £7.0m) falling due after mere than one year.
*** Includes £0.1m (2020 £0.2m) faliing due after more than one yeor.

*** Derivative liabilities include liabifities of £0.2m (2020: £0.1m) falling due after more than one year: £0.1min 1-2 yecrs and £0.1m in 2-3 years (2020; £0.1min 1-2
years). Derivative liabilities designated at fair value represent the fair value of unsettled net investment hedge derivatives. The decrease in value of net investment
hedge derivatives in the year of £0.5m is shown in the consolidated statement of comprehensive income.

The decrease in other derivative assets and liabilities at fair value of £1.9m is recognised in the income statement and consists of £2.0m decrease of unsettled net
foreign currency and metal forward contracts, which are not designated as hedges for accounting purposes offset by an increase of £0.1m of forward contracts to
be utilised against specific trade receivables and trade payables.

There are no other financial liabilities included within payables disclosed above.

Fair value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technique:

Leve! 1: quoted (Unadjusted) prices in active markets for identical assets or liabilities.

Level 2: other techniques for which all inputs which have o significant effect on the recorded fair value are observable, either directly or indirectly.

Level 3: technigues which use inputs which have a significant effect on the recarded fair value that are not based on chservable market data.
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17. Financial assets and liabilities (continued)

The following table shows the Group's financial instruments held at fair value (excluding cash):

Guoted prices in
active morkets  Significant

for identical other
assets and obsarvable Unobservable
liabilities inputs inputs
Levell Leval 2 Level3 Total
£m £m £m £m
As at 31 December 2021
Financial assets measured at fair value
Equity instruments™ 2.9 2.9
Feoreign currency forward contracts 10,0 10,0
2.9 10.0 12.9
Financial liabilities measured at fair value
Foreign currency forward contracts {5.3) {6.3)
{5.3) (6.3)
As at 31 December 2020
Financial assets measured at fair value
Equity instruments® 31 31
Foreign currency forward contracts 108 108
31 108 139
Financial liokilities meoasured ot foir volue
Foreign currency forward contracts (&.7) (4.7
(4.7 (4.7

* Equity instruments primarily relate to investments in funds in order to satisfy long-term benefit arrangements.

Voluation techniques for level 2 inputs

Derivative assets and liabilities of £10.0m and £4.3m respectively are valued by level 2 techniques. The valuations are derived from discounted contractual cash flows
using observable, and directly relevant, market interest rates and foreign exchange rates from market dato providers.

Valuation techniques for level 3 inputs

At 31 Decemnber 2021, the Group held one external investment at fair value using significant unobservable {level 3) inputs. The valuation is derived using the cash flows
of the investment which indicate a fair value of £nil.

Valuation methodology

Cash and cash equivalents, bank overdrafts, trade 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 at amortised cost as it is the intention that they will not
be repaid prior to maturity, where this opticn exists, The fair values are evaluated by the Group based on parameters such as interest rates and relevant credit spreads.

Long-term borrowings which are subject to hedging arrangements are valued using appropriate discount rates to value the relevant hedged cash flows.

Derivative assets and liabilities, including foreign exchange forward contracts, interest rate swaps ond metal hedges, are valued using comparable observed market
prices and a valuation model using foreign exchange spot and forward rates, interest rate curves and forward rate curves for the underlying commodities.
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18. Financial risk management

Overview

The Group's activities expose it to o 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 overall responsibility for the establishment and oversight of the
Group's risk management framework. As described in the Corporete Governance
Report on page B7 the Executive Committee moanitors risk and internal controls
and the Audit Committee monitors financial risk, while: Uhie ulher Board
comrittees alse play o part in contributing to the oversight of risk.

The Audit Committee oversees how management monitors compliance with
the Group's financial risk management policies and procedures and reviews the
adequacy of the risk management framework in refation to the financial risks
faced by the Group. The Group Assurance department undertakes both regular
and ad-hac reviews of risk management controls and procedures, the results of
which are reported to the Audit Committee.

The following sections discuss the management of specific financiol risk factors in
detail, including market risk, foreign exchange risk, interest rate risk, commodity
risk and liguidity risk. The management of credit risk is disclosed in Note 16.

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 finencial instruments, The objective of market
risk management is to manage and control market risk exposures within
acceptable parameters.

Under the management of the central Treasury function, the Group enters into
derivatives in the ordinary course of business and also manages financial ltabilities
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 Cprofit translotion risk’} and translation of
the underlying net assets of foreign operations (‘asset translation risk’).

Management of transactional risk

The Group's wide geographical spread both in terms of cost bose and customer
locations helps to reduce the impact on profitability of swings in exchange

rates as well as creating opportunities for central netting of exposures. Itis the
Group's policy to minimise risk to exchange rate movements affecting sales and
purchases by economically hedging or netting currency exposures ot the time of
commitment, or when there is a high probability of future commitment, using
currency instruments (primarily forword exchange controcts). A proportion of
forecast exposures are hedged depending on the level of confidence and hedging
is periodically adjusted 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 te different currencies varies
from time to time.

Management of profit translation risk

The Group is exposed to the transiation of profits denominated in foreign
currencies inta the sterling-based income statement. The interest cost related
to the currency liabilities hedging the asset base provides a partial hedge to this
exposure. Short-term currency option ¢ontracts may be used to provide limited
protection against sterfing strength on an opportunistic basis. The translation
of US dollar and eurc-based profits represent the most significant translation
exposures for the Group.

Maonagement of asset translation risk

The Group hedges its net investments in its major overseas operations by way
of external currency loans and forward currency contracts. The intention is to
manage the Group's exposure to gains and losses in Group equity resulting
from retranslotion of currency net assets at balance sheet dates.

To the extent that an instrurment used to hedge a net investment in a foreign
operation is determined to be on effective hedge, the gain or loss arising is
recognised directly in the translation reserves. Any ineffective portion is
recognised immediately in the income statement.

The Group have designated £360m {2020: £157m) of loans in a net investment
hedge of USD net assets and £193m (2020: £205m} of EUR net assets.

No ineffectiveness was recorded (2020; nil) and a loss of £0.5m (2020: £3.3m
gain) 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 2021 was an accumulated profit
of £7.6m (2020: accumulated profit of £8.0m).
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18. Financial risk management {continued)

Currency profile of assets and liabilities

Assets and

kabilities

subject
Lease Exchonge to interest Other Total Tetal
Cash* Debt liabikities controcts raterisk  net assets™ net assets net assets
2021 2021 2021 2021 2021 2021 2021 2020
£m £m £m £m £m £m £m £m
Sterling (302) (3) an k731 1) 208 207T 510
US doltar 1946 (350 {11} - {175} 353 178 196
Euro 41 (193) {15) (232) (399) 562 163 -
Other 94 {2) (51) 89 (48) 279 231 94
Total 29 (558) {34) - {623) 1,402 79 800

* Cash is stated net of overdrafts,

** Other net assets includes leased assets: £14.5m Sterling (2020: £13m}), £10.6m LS Dellar (2020: £10m), £15.5m Euro (2020: £20m} and £48.9m other
{2020: £43m),

Exchange contracts and non-sterling debt are finoncial instruments used as currency hedges of overseos net assets,

interest rate risk

The Group is exposed to a number of global interest rates through assets and liabilities denominated in jurisdictions te which these rates are applied, most notably 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 floating rate exposure to ensure that if
interest rates rise globally the effect on the Group's income statement is manageable.

Interest rates are managed using fixed and floating rate debt and financiol instruments including interest rate swops. Floating rote liobilities comprise short-term debt
which bears interest at short-term bank rates and the liability side of exchange ¢ontracts where the interest element is besed primarily en three-month inter-bank rates.

All cash surpluses are invested for short periods and are treated os floating rate investments.

Non-interest bearing financial assets and fiabilities including short-term trade receivables and payables have been excluded from the following analysis.
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Interest rate risk profile

The fallowing table shows how much of our cash, interest-bearing liabilities and exchange contracts attract both fixed and floating rote interest charges, and how this is

onalysed between currencies:

Assets Waighted
Debt and Cashaond subject Weighted average
exchange exchange to interest Flaating Fixed average period
contracts® contracts rate risk” rate rate fixed for which
2021 2021 2021 2021 2021 interestrate rateis fixed
£m £m £m £m £m % yeors
Sterling am 19 (1 1
Us dollar 371) 196 (175 (s (160 41 hb
Euro (440) s @M (206) a93) 1.4 43
Other (142) 9% (48) (48)
Total {973) 350 (623) {270) (353)
* Net of lease liabilities; £17m Sterling, £11m US Dollar, £15m Euro and £51m other.
Assets Woeighted
Dbt and Cash and subject Weighted average
exchange exchange to interest Floating Fixed average period
controcts™ contracts rate risk** rate rate fixed for which
2020 2020 2020 2020 2020 interestrate  rateis fixed
£m £m £m £m £Em % years
Sterling (14) 453 439 453 (14)
US dollar (167) - (167) - (167) 4.1 54
Euro (401) 44 (357) (132) (225) 1.4 53
Other (236) 5 (231) (187} (44)
Totat (818} 502 (316) 134 (450)

** Net of lease ligbilities; £14m Sterling, £10m US Dollar, £20m Eure and £44rm other.

Market risk sensitivity analysis on financial instruments

In estimating the sensitivity of the financial instruments gll other variables are held constant to determine the impact on profit before tax and equity. The enalysis is for

illustrative purposes only, as in practice morket rates rarely change in isclation.

The values shown in the table below are estimates of the impact on financialinstrurments 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 eccur only to the financial derivatives and
da 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%  decreasein increase in
ininterest inintarest wedakening strengthening  base metol  base metal
ratas rotas in sterling in starling costs costs
£m £m £m £m £m £m
At 31 December 2021
Impact on income statement: (loss)/gain 20 (2.0} {11.3) 11.3 0.2 0.2)
Impact an equity: {loss)/gain - - {53.7) 53.7 - -
At 31 December 2020
Impact on income statement: (loss)/gain - - (12.4) 124 (0.3) 03
Impaoct on equity: (loss)/gain - - (67.2) 67.2 - -
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18. Financial risk management (continued)

Commaodity 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 a ¢entralised process hedging copper,
zinc and aluminium using a combination of financial contracts and local supply
agreements designed to minimise the volatility of short-term margins.

Liquidity risk
Liquidity risk is the risk that the Group will not be able to meet its financial
obligations as they fall due.

Management of liquidity risk

The Group's approach 1o managing liquidity is to ensure, as far as possible, that
it will always have adeguate rescurces to meet its liabilities when they fall due,
with sufficient headroom to cope with abnormal market conditions. This position
is reviewed on a guarterly basis.

Funding for the Group is co-ordinated centtally 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 facilities and
term loons exceed the forecast peak gross debt of the Group over a rolling 12
month view by an appropriate amount taking into account market conditions
and corparate activity, including acquisitions, organic growth plans and share
buybacks. In addition, we undertake regular covenant compliance reviews to
ensure that we remain fully within these covenant limits. At the end of 2021 the
Group had undrawn committed facilities totaling £230m (2020: £300m) and
was holding cash and cash equivalents of £95m (2020 £208m). There are no
significant seasonal funding requirements or capital intensive investment areas
for the Group.

Capital management

Qverview

Capital manugement concerns the decision as to how the Group's activities are
financed and specifically, how much of the Group copital is provided by borrowings
(or debt) and how much of it is financed with equity raised from the issue of

share copital.

The Board's policy is to maintain a balonce sheet with a broad capital base and the
strength to sustain the future development of the business including acquisitions.

The copital 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 ubove.

Capital base
2021 2020
£m £m
Total equity 779 800
Gross debt including overdrafts 624 436
Gross cash (95) (208)
Capital base 1,308 1,028
Employee benefits and deferred tox ossets 149 105
Extended ¢apital base 1,477 1,133
Undrawn funding focilities 230 300
Available capital base 1,707 1433

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 capital base of the Group is
considered regularly by the Board in light of market conditions, business forecasts,
growth opportunities and the ratic of net debt te adjusted EBITDA. Funding
covenants currently limit net debt to ¢ maximum of 3.0 times EBITDA, The net
debt to EBITDA ratio at the end of 2021 was 1.5 times {2020: 0.8 tirmes). Through
the life of our five-year plan, the Board would consider appropriate acquisitions
thot could take 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

ot these levels our debt would continue to be perceived os investment grode.

The potential benefits to equity shareholders of greater leverage are offset by
higher risk and the cost and availability of funding. The Board wiil consider raising
additional equity in the event that it is required to support the copital base of

the Group.

Weighted average cost of capital

The Group curréntly uses a post-tax weighted average cost of capital {WACC") of
7% (2020: 7%) as a benchmark for investrment 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 borrowings {(and cash) are held in
foreign currencies, Movements in foreign exchange rates affect the sterling value of the net debt. Cash and cash equivalents comprise cash balances and call deposits.
Bank overdrafts that ore repayable on demand and form an integral part of the Group's cash management are included as a component of cash and cosh equivalents

for the purpose of the statement of cash flows.

Movement in net debt

2021 2020
£m £m
Adjusted EBITDA* 403.5 379.5
Working capital movements (50.6) 14.6
Capital and development expenditure {57.5) (50.7)
Provisions and employee benefit movements™ (0.5) 8.5
Principal elements of lease payments {30.0) (28.7)
Other 9.0 113
Adjusted operating cash flow*** 273.9 3345
Cash impact of adjusting iterns {35.6) (36.7)
Interest {12.1) (11.0)
Derivatives 26.4 (22.5)
Tax paid (50.9) (41.00
Additional pension scheme funding (7.0) (7.0)
Free cash flow before corporate octivity 194.7 2163
Dividends paid to equity shareholders (61.8) (91.6)
Acquisition of subsidiaries (203.9) -
Disposol of subsidiaries 0.1 -
Net purchase of own shares and share buyback programme (225.6) (8.5)
Net cash flow (excluding debt movements) (296.5) 116.2

*  Adjusted profit after tax {£245.6m) before interest {(£11.1m), tax (£61.4m), depreciatien (£68.3m), amortisation (£16.2m} and impairment on property, plant and

equipment and non-acquired intangible assets (£0.9m).

** Movernent in provisions and employee benefits as per the statement of cash flows (£1.8m) adjusted for the movement in the restructuring provisions (£2.3m).

*** 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 mevernent in net borrowings

2021 2020
£m Em
Net {decrease)/increase in cash and cash equivalents excluding foreign exchange {(86.7) 98.4
Reverse cash acquired (1.8)
Net (drawdown)/repayment of borrowings excluding foreign exchange and net debt disposed/acquired (208.0) 17.8
(Increase)/decrease in net debt before acquisitions, disposals and foreign exchange {296.5) 116.2
Currency translation differences (4.5) 33
Movement in lease creditors (5.6) 21
Movement in net borrowings in the year (306.6) 121.6
Net borrowings at the start of the year (316.2) (437.8)
Net borrowings at the end of the year (622.8) (316.2)
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19. Net debt (continued)

Reconciliation of adjusted operating cash flow to cash flow statement

2021 2020

£m £m

Cash generated from operations 327.1 377.2
Principal lease payments (30.0) (28.7)
Settlement of transactional derivatives (5.9) (0.2)
Acquisition of property, plant and eguiprment and non-acquired intangibles (57.5) (50.7)

Cash impact of adjusting items 35.6 36.7

Proceeds from sale of property, plant and equipment 4.6 Q.2

Adjusted operating cash flow

2739 | 3345

Reconciliation of cash and cash equivalents

2021 2020
£m £m
Cash and cash equivalents in current assets 94.6 207.9
Bank overdraft in current liabilities (65.5) (73.5)
Cush and cash equivalents 29.:|i 1344
Analysis of net debt
Borrowings and
finance leases due
Cash and cash within after more Lease Total
equivalents one year thanone year creditors net debt
£m £m £m £m £m
At 1 January 2020 281 (17.& (3579 (90.4) {437.8)
Lease additions, extensjons, terminations and payment changes (26.1) (26.1)
Lease payments and interest 287 287
Cash fiow excluding settlement of currency derivatives hedging balance sheet
ond net cash disposed of facquired 1211 178 138.9
Settlement of currency derivatives hedging balonce sheet (221 22.n
Currency translation differences 7.9 0.2) (4.4) 0.5) 28
At 31 December 2020 134.4 (362.3) (88.3) (316.2)
Lease additions, extensions, terrinations and payment changes (33.9} (33.9)
Lease payrnents and interest 27.2 27.2
Cash flow excluding settlement of currency derivatives hedging balance sheet
and net cash/debt disposed of /acquired (122.2) (126.7) (81.3) {330.2)
Cash/debt acquired 18 1.8
Settlement of currency derivatives hedging balance sheet 20.5 205
Currency translation gifferences (5.4) 0.8 133 11 9.8
At 31 December 2021 29.1 (127.7) (430.3) (93.9) (622.8)

Undrawn committed facilities

The Group has various undrawn committed borrowing facilities. The facilities available ¢t 31 December in respect of which all conditions precedent had been met were

as follows:

2021 2020

£m £m

Expiring between one and two years 145.4 150.0
Expiring after more than two years 84.2 150.0

Total

2296 [ 3000

The weighted average life of these facilities 1s 1.7 years (2020: 2.0 years).
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Terms and debt repayment schedule

The terms and conditions of cash and cash equivalents, outstanding loans, lease liabilities and derivative finonciol liabilities were as follows:

Effective Carrying  Contractual Oto 1to 2to 3to hto Syears
interest rate value eash flows <1year <2 years <3 years <4 years <5 years and over
Y £m £m £m £m £m £m £m £m
2021
Cash and cash equivalents Floating 946 94.6 .6
Revolving credit facilities Floating (70.3) {70.3) {70.3)
Term loan 2024 Floating (133.3) (133.3) (44.4) (f4.4) (44.5)
Acquired loan {1.8) (1.8) (1.8)
US loan notes 2022 T17% (11.1) (12.7) (12.7)
US Isan notes 2025 1.39% (126.1)  (133.3)  (18) [:)] YeE:) (127.9)
US loan notes 2024 3.86% (92.6) (110.6) (3.8) (3.6) {3.6) (3.8) {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) (74.2) Qam (1.0) (L0 (1.0) (1.0) (69.2)
Bank overdrafts Floating (65.5) (65.5) (65.5)
Lease ligbilities Various (93.9) (93.9) (239 {18.3) (14.0) 9.2) (7.4) (21.1)
Derivative financial liabilities {6.3) (6.3) (6.1) (0.1) {0.1)
Total {629.1) (676.1) (138.7) {71.4) (67.2) (143.9) {106.8) (148.1)
2020
Cash and cash equivalents Floating 207.9 207.9 207.9
US loan notes 2022 717% (10.9} {12.5) 0.8) (11.7)
US loan notes 2025 1.29% (133.9) (142.1) (1.9 (1.9 {1.9) 19 (134.5)
US loan notes 2024 3.86% {91.3} (109.6) (3.5) (3.5) {(3.5) (3.9 (3.5 (92.1)
US loan notes 2027 3.92% {54.7} {68.0) (2.1) 2.1 {2.1) 2.1 2.1 (57.5)
US loan notes 2028 1.53% (71.5) {79.3) (1.1) (1.1 1.1) (1.1) 1.1 (73.8)
Bank cverdrafts Floating (73.5) {73.5) (73.5)
Lease ligbilities Various (88.3) (88.3) {26.3) (19.7> (13.9) (9.6) {5.56}) (13.2)
Derivative financial liabilities 4.7) 4.7) (4.8) 0.1
Total (320.9) (370.1) 941 (40.1; (22.5) (18.2) (146.8) {2346.6)

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 at the reporting dote.
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19. Net debt (continued)

Changes in liabilities arising from financing activities

ML ple Annuo) Report & Accounts 2021

The table below details changes in the Group’s liabilities arising from financing activities, inciuding both cash and non-cash changes. Liabilities arising from
financing aetivities 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

from financing activities.

Non-cash changes
Financing  Acquisition New
1Jan2021  coshflows® of subsidiary leases Exchange Other** 31Decll
£m £m £m £m £m £m £m
2021
Revolving credit facilities - 717 1.4 (70.3)
Term loan 2024 - {136.2) 29 (133.3)
Acquired loan - (1.8) (1.8)
US loan notes (362.3) 9.7 (352.6)
Bank overdrafts {73.5) 20 {65.5)
Lease liabilities (88.3) 300 (33.9) 11 {2.8) {93.9)
Totel (524.1) {1469.9) (1.8) (33.9 15.1 (2.8) (717.4)
Non-cash changes
Financing Acquisition New
1Jan2020 coshfiows™ of subsidiary feases Exchange Other™ 310ec 10
£m £Em £m £m £m £m £m
2020
Revolving credit facilities (17.6) 178 (0.2) -
US loan notes {357.9) (4.4) (362.3)
Bank overdrafts (60.1) (12.8) (0.6) (73.5)
Lease liabilities (90.4) 312 (26.1) 0.5 (2.5) (88.3)
Total (526.0) 362 - (26.1) 5.7 (2.5) (524.1)

* 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 financiol instruments. These generally have fixed interest rates and ore for a fixed
term or are drawn from committed borrowing facilities that generaily have floating interest rates. For more information about the Group's exposure to interest rate and

foreign currency risk, see Note 18,

2021 2020
£m £m

Current liobilities

Unsecured loan notes and other loans
Lease iiabilities

Total

Non-current liabilities
Unsecured loan notes ¢nd other loans
Lease (ichifities

1277 -
239 263
151.6 | 263

Total
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20. Provisions

Accounting policy

A provision is recorded instead of & payable when uncertainty exists over the timing and amount of the cash outflow. Provisions are recognised when: the Group
has a present legal or constructive abligation os a result of post events; it is probable that an outflow of resources will be required to settle the obligation; and the
amount can be reliobly estimated. Provisions are valued at management's best estimate of the amount required to settle the present obligation ot the balance
sheet date.

A provision for restructuring is recognised when the Group has approved o detailed and formal restructuring plan, and the restructuring has either commenced or
has been announced publicly.

The racognition 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 indernnities following the disposal of subsidiaries.

Analysis of the Group's provisions:

Trade Environmental

Restructuring  warranties & legal Total
£m £m £m £m
Current 301 13.4 0.4 439
Men-current - B.S5 6.6 15.1
At 1 January 2021 301 219 7.0 59.0
Arising during the yeor 3468 20 - 388
Reteased during the year .7 {0.4) 0.2) (2.3)
Utilised during the year (32.8) (4.4) (0.5) 7.7
Exchange adjustment (0.8) {0.8) - (1.4)
At 31 December 2021 316 18.5 6.3 546.4
Current 278 9.9 0.4 38.1
Neon-current 38 8.6 5.9 18.3
3.6 18.5 6.3 56.4

Restructuring

The restructuring provision reflects residudl drmounts committed but not spent in relation to @ number of specific projects that are discussed further in Note 3, where
the cost is a reliable estimate of the abligation. The opening balance of £30.1m relates to restructuring costs booked in prior periods. The utilised balance includes
£32.8m of cash settlements and the balance released during the year of £1.7m relates to amounts not required following completion of projects. Arising during the
year primarily relates to the announced closure of a factery in Europe, which is currently under consultation with the Works Council, 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
provision as at 31 December 2021 of £31.6m primarily relates to the expected redundancy payments for the facility closure with the majority of the resulting outflow
expected during 2022 and remainder expected during 2023.

Trade warranties

The Group sells a wide range of highly technical products ond whilst they are designed and engineered to a high degree of precision and to customer specifications,
there is a risk of products requiring medification, which can lead to warranty claims. Trade warranties are given in the normal course of business and cover a range of
periods, typically one to two years, with the expected amounts falling due in less than and greater than ene year separately analysed above, The provision represents
the Directors’ best estimate of the Group's liability based on past experience.

Envirenmental & legal

Environmental and legal provisions recogrise the Group's obligation to remediate contarminated 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 labilities, the timescales are uncertain and the provisions represent the
directors' best estimates of these costs.
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21. Trade and other payables

2021 2020"
£m £m
Current

Trade payables 120.3 1125
Social security and other taxation 271 22.4
Other payables, accruals and deferred income 179.8 159.7
Progress billings and advance payments from customers® 73.2 77.3
&00.4 3719

Non-current
OCther payables 6.5 7.0
406.9 378.9

* Prior year numbers have been reclossified to correctly reflect the comparators for the current year.
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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

) 2021 ) 2020

Ordinory Shares Ordinary Shares

28 4/7p per share 8 4/ Ip per share
Number {m) Valve (Em)| Number(m) Valve (Em)
In issue at the start of the year 2856.5 818 286.4 818
{ssued to satisfy employee share schemes 0.1 - 0.1 -
Share cancellations (11.7) (3.2) - -
In issue at the end of the year 2749 78.5 2865 81.8

Allissued share capital at 31 December 2021 and 2020 is fully paid and conveys the sarne rights.

Share movements in the year

Movements in shares due to share issues and purchases during the year were as follows:

Number of ardinary shares of 28.4/7p each (millon)

Employee

Benefit Trust Treasury Other Total
I issue at 31 December 2020 11 14.3 71l 286.5
New issues to satisfy employee share scheme awards 0.1 0.1
Market purchases 1.7 11.7 (13.4) .
Share cancellations (11.7) ) (11..7)
Shares allocated under employee share schemes (1.0 1.0 -
At 31 December 2021 18 14.3 1588 2749

During the year 0.1m {2020: 0.1m}) shares were issued under employee share schemes realising £1.0m (2020: £0.2m).

Employee Benefit Trust

The Employee Benefit Trust made market purchases of a total of 1.7m (2020: 0.8m) shares with an aggregate market value of £30.0m (2020: £9.0m) and o nominal
value of £0.5m (2020: £0.2m). Associgted transaction costs amounted to £nil (2020: £nil).

Share options exercised in 2021 were settled using the shares in the Group's Emptoyee Benefit Trust. In 2021, 1.0m (2020: 0.8m) shares were issued for cash of
£3.4m (2020: £0.2m).

Of the 16.1m (2020: 15.4m) shares held within retained earnings, 1.8m (2020: 1.1m} shares with an aggregate market value of £27.9m (2020: £13.4m) are held
in trust to satisfy employee share scheme vesting.

Share buyback

On-market purchases of 11,7m shores 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. Acqguisitions

Key Estimate

In accounting for business combinations, the identifiable assets, iabilities
and contingent liabilities acquired have to be measured at their fair values.
in particular, an estimate has been made of the forecast future sales under
pre-existing commercial relationships which hove been discounted at an
appropriate discount rate to value the cornmercial relationships and

brand intangibles.

On 20 Decemnber 2021 the Group acquired 100% of the share capital, and
associgted vating rights, of Adaptas Solutions (Adaptas) for cash consideration
of £203.9m. Adaptas is a manufacturer of mission critical mass spectrometry
subsystems ond components and is based in North America with facilities in
the UK, Australia and China.

This acquisition has been accounted for as a business combination. Tha provisional
fair value amounts recognised in respect of the identified assets acquired and
liabilities assumed are set out in the table below:

Foir value at

20 December 2021

Em
lntangible assets 109.5
Property, plant and equipment 9.6
Leased assets 3.9
Inventories 15.7
Trade and other receivables 8.4
Cash and cash equivalents 1.8

Interest-bearing loans and liabilities (1.8)

Lease ligbilities (3.9

Trade and other payobles (9.4)

Current taxation [{+X5}]

Deferred taxation (24.5)
Total identified net assets at fajr value 106.5
Goodwill arising on qequisition 97.4
Purchase consideration transferred 203.9

The goodwill recognised above includes certain intangible assets that cannot

be separately identified and measured due to their noture, This includes control
over the acquired business, the skills and experignce of the assembled workforce,
the increase in scale, synergies and the future growth epportunities that the
businesses provide to the Group's operations. Acguisition costs of £2.8m were
recognised in the income statement in 2021.

The revenue and adjusted operating profit included in the income statement for
2G21 contributed by Adaptas were £2.0m and £nil respectively. If the acquisition
had taken ploce on 1 January 2021, Adoptas would have cantributed revenue and
adjusted operating profit of £58.0m and £9.2m respectively.

There were no acquisitions during 2020.
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24. Disposals

During the year, the Group disposed of Interativa Industria, Comercio e
Representacoes Ltda,

This disposal resulted in a loss of £3.8m and is presented in the incorme
stoterment as dn adjusting item as it meets our definition of adjusting items
based on its nature and quantum. The loss on dispasal is not disclosed within
discontinued operations because this business did not represent o separate
major line of business.

A summary of the proceeds received, assets disposed and resulting loss on
disposal is included in the taoble below:

23 July 2021
£m
Sale consideration 02
Net assets disposed {3.8)
Costs of disposal (0.1)
Foreign exchange loss reclassified on disposal (©.1)
Loss on dispesal (3.8)
Net cash flow arising on disposal
Sale consideration 0.2
Cash costs of disposal 0.1)
Net cash flow arising on disposal of operations 0.1

There were no disposals of subsidianies during 2020,
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25. Contingent liabilities 27. Subsequent events

A contingent liability is a liability that is not sufficiently certain to qualify for

recognition as a provision because significant subjectivity exists regarding Events that occur in the period between 31 Decernber and the date of

appraval of the Annual Report can be categorised as adjusting or non-

its outcome.

adjusting depending on whether the condition existed at 31 December.
Group ¢contingent liabilities relating to guarantees in the normal course of business If the event is an adjusting event, then an adjustment to the results is made.
and other items amounted to £112m (2020: £142m). If a non-adjusting event after the year end is material, non-disclosure

would influence decisions that readers of the financial statements moke.
Accordingly, for each material nen-adjusting event after the reporting period
we disclose the nature of the event and an estimate of its financiol effect,
or a statement that such an estimate cannot be made.

26. Related party
1 There were no adjusting or non-cdjusting subsequent events after the balance
tro n SG Ctl O n S sheet date of 31 December 2021.

Related parties include the key management personnel. The Boord, including the
non-executive directors are considered to be the key management personnel of

the Group.
2021 2020
£m £m
Short-term employee benefits™ 4.3 35
Share-bosed payments** 18 1.3
Tatal 6.1 L9

* Short-term employee benefits comprise salary, including employers' social
contributions, benefits earned during the yeor and bonuses awarded for the
year.

** For details of the shared based payment charge for key mancgement personnel,
see Note 6.

Transactions with associated companies

2021 2020

£m £m

Sales te assecioted companies 0.5 09
Purchases from associoted companies - -
Accounts receivable - -
Accounts payable - -
Total 0.5 0.9

There are no other related party transoctions.
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Company balance sheet
At 31 December 2021

2021 2020
£m £m
Note Restated”
Fixed assets

Investments Cs " 547.0 540.4
547.0 | 5404

Current assets
Debtors o] 123 11.9
Deferred tax assets <7 6.8 3.2
Cash ot bank and in hand 2.0 104

209 255

Creditors: amounts falling due within one year
Other creditors Cc8 2.2y {3.5)

Net current assets 18.7 220
Total assets less current liabilities 5865.7 562.4

Net assets 545.7 562.4
Capital and reserves

Called up share capital ce 78.6 81.8
Share premium account 15.2 143
Capital redermnption reserve 177.6 174.4
Profit and loss account 2943 291.9
Equity shareholders' funds 565.7 562.4

* See Note C5.
The Company reported a profit for the financial year ended 31 December 2021 of £276.0m (2020: £78.2m).

Approved by the Board of Directors on 24 February 2022 and signed on its behalf by:

Lord Smith of Kelvin

Chairman
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Company statement of changes

in equity for the year

Share Share Redemption Retained Parent

copital premium reserve eamings equity

£m £m £m £m £m

At 1 January 2020 81.8 14.1 174.4 3033 5736
Retained profit for the year 78.2 782
Dividends paid on ordinary shares (91.6) (91.6)
Shores issued in the year - 0.2 0.2
Share-based payments 10.7 10.7

Shares aequired lor.

ermployee share scheme trust (8.7) (8.7)

At 31 December 2020 818 14.3 174.4 291.9 562.4
Retained profit for the year 276.0 276.0
Dividends paid on ordinary shares* (61.8) (61.8)
Shares issued in the year - 0.9 0.9
Share-based payments 14.8 14.8

Cancellation of Treasury shares {3.2) 3.2 -

Shares acquired for:

employee share scheme trust” (26.6) {26.5)
shore buyback programme (200.0) {200.0)

At 31 December 2021 78.6 15.2 177.6 294.3 565.7

* Details of treasury and employee trust shore scheme movements are contained in Note 22 of the Group financial statements and details of dividends paid and

proposed in the year are shown in Note C4.

All of the retained earnings held at both 31 December 2021 and 31 December 2020 are considered to be distributable reserves.
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Company notes to the financial statements

€ 1. Significant accounting policies

The following accounting policies have been applied consistently in dealing with
items considered material in relation to the financial statements, except where
otherwise noted below:

Basis of accounting

The fingncial statements were prepored in occordance with Finoncial Reporting
Standard 101 ‘Reduced Disclosure Framework' ('FRS 101%).

The Company has not presented o 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 91-99 of IFRS 13 ‘Fair Value Measurement’;

d) the requirement in paragraph 38 of JAS 1 ‘Presentation of Finoncia)
Statements’ to present comparative information in respect of paragroph 79(a)
{iv) of IAS 1;

) the requirements of parogrophs 10(d), 10(f) and 134-136 of IAS 1;
f) the requirements of IAS 7 'Statement of Cash Flows';

g) the requirements of paragraphs 30 ond 31 of IAS 8 ‘Accounting Policies,
Changes in Accounting Estimates and Errors’;

h) the requirements of paragraph 17 of 1AS 24 ‘Reloted Party Disclosures’; and

) the requirements in IAS 24 'Related Party Disclosures’ to disclose related
party transoctions 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. Related party transactions with the Company's key
management personnel are disclosed in the Remuneration Report on pages 114
to 129 and in Note 24 on poge 207 of the Group financial statements.

Critical judgements and key sources of estimdtion uncertainty

The preparation of financial statements requires management to make
judgements, estimates and assumptions that affect the amounts reported for
assets and lighilities as at the bolance sheet date and the amounts reported for
income and expenses during the year. However, the nature of estimation means
that actual outcomes could differ from those estimates.

There were no critical judgments or key sources of estimation uncertainty applied
in 2021 orin 2020.

Foreign currencies

The Company's functional currency and presentation currency is steriing.
Transactions in foreign currencies are recarded using the rate of exchange ruling
at the date of transaction.

Monetary assets and ligbilities denominated in foreign currencies have been
translated into sterling ot the rates of exchange ruling at the balance sheet date
and the gains or losses on translation are included in the profit and loss account.

Investments

Investments in subsidiaries are accounted for ot cost less any provision for
impairment. The Company's cost of investrnents in subsidiary undertakings is
stated af the aggregate of {a) the cash consideration and either (b} the neminal
vaiue of the shares issuved as consideration when Section 412 of the Companies
Act 2004 applies or (€) in il sther cases the market value of the Company's shares
on the dote they were issued 0s consideration.

Taxation

The charge for taxation is based on the profit for the year and takes into account
taxation deferred hecause of temporary differences between the treatment of
certain itemns for taxation and agcounting purpoeses.

Deferred tax is recognised in respect of ol temporary differences between the
treatment of certain items for taxation and 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 tax
asset is recognised to the extent that it is probable that future taxable profit will
be availoble against which the temporary difference can be utilised.

Equity and equity-related compensation benefits

The Company operates a humber of equity and equity-related compensation
kenefits as set out in Note b to the Group finoncial stotements. The foir volue
of the employee services received in exchange for the grant of the options is
recharged in full to the principal employing company and accordingly, there is
no net charge recorded in the Company's financial statements. The recharged
armount is recognised as a 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, excluding the impact of any non-market
vesting conditions (for example, profitability and sales growth targets). Nen-
market vesting conditions are included in assurnptions about the number of
options that are expected to become exercisable. The fair value of the options
at the date of grant is determined based on the Mente Carlo and Black-Scholes
option-pricing model.

At each balance sheet date, the Company revises its estimote of the number
of options that are expected to vest. it recognises the impact of the revision of
original estirnates, if any, in the amount recharged to subsidiary undertakings.

For newly issued shares, the proceeds received, et of any directly attributable
transaction costs are credited to share capital {(nominal value} and share premium
when the options are exercised.

Treasury shares

The consideration paid by the Company on the acguisition 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
betwaen the proceeds from soie ond the original cost taken to share premium.

If treasury shares are subsequently cancelled the nominal value of the cancefled
shares is transferred from share capital to the capital redernption reserve. No gain
or loss is recognised on the purchase, sale or cancellation of treasury shares.

Dividends

Dividends unpaid at the balance sheet date are only recognised as a liability
at that date to the extent that they are autherised 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 stotements,

C2. Remuneration of directors

The detgiled inforrmation concerning directors’ emoluments, sharehaldings and
options are shown in the audited section of the Remuneration Report on pages
114 to 129, Note 5 and Note 26 of the Group financial statements.

C3. Stoff numbers and costs

The number of peaple employed by the Company, including directors, during
the yeoar was 18 (2020: 17) all of whom were ernployed in administrative roles.
The costs associated with thern were borne by o subsidiary undertoking.

The Company participates in the IMI UK Funds, which are defined benefit schemes
in which the assets are held independentiy. The totai net defined benefit costs of
these Funds gre borne by a subsidiary undertaking and therefore in accordance
with IAS 19, na net defined benefit costs are recognised in the Company's
finoncial stotements. Note 14 to the Group finonciol stotements provides

further details regarding the defined benefit schemes.
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Cé4. Dividends
The aggregate amount of dividends comprises:
2021 2020
£m £m
Prior year final dividend paid - 15.0p per qualifying ordinary share (2020: 26.2p) 408 71.2
Current year interim dividend paid - 7.9p per qualifying ordinary share {2020: 7.5p) 21.0 204
Aggregate amount of dividends paid in the financial year 41.8 916

Dividends paid in the year of £61.8m represent 22.9p per share (2020: 33.7p).

After the balance sheet dote the following dividends were proposed by the directors. The dividends have not been provided for and there are no income tax consequences.

2021 2020
£m £m
Current year final dividend - 15.8p per qualifying ordinary share (2020: 15.0p) 40.9 40.7

Dividends proposed after the balance 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 those in issue at the balance sheet date.

C5. Fixed assets - investments

2021 202¢

£m £m

Restated

Investments in subsidiary undertakings 173.2 173.2
Loans owed by subsidiary undertakings 3738 3467.2
547.0 540.4

Details of subsidiary undertakings as at 31 December 2021 are shown on poges 213 to 216.

The loan due from subsidiary undertakings is due for repayment on the 31 December 2022. The loan is unsecured and attracts interest at EURIBOR +0.25%.

Restatement of prior period balance

In the prior year, amounts owed by subsidiary undertakings of £367.2m were classified as a current asset, falling due after one year. However, although the amount is
contractuatly due for repayment on the 31 December 2022, the loan provides financing on a centinuing basis to the borrower and the ogreement is likely to be extended
and therefore it should be classified os a fixed osset.

C&. Debtors
2021 2020
Em £
Restated”
Falling due for payment within one year:
Armounts owed by subsidiary undertakings 12.1 11.9
12.1 11.9

* Refer to Note C5.
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Company notes to the financial statements (continued)

C7.Deferred tax

2021 2020

£m £m

The deferred tax included in the balance sheet is as follows:
Employee benefits and share-based poyments 6.8 32
Deferred tax asset included in the balance sheet 68 32
Reconciliation of movement in deferred tax asset:
At 1 January 2021 32 27
Adjustment in respect of prior years 0.1 -
Deferred tax credit in the profit and loss account L1 0.2
Defarred tax chorge in equity .4 0.3
At 31 December 2021 6.8 3.2

The average weighted rate of corporation tax in the UK for the 2021 calendar year was 19.0% (2020: 19.0%). In the Spring Budget of 2021, the UK Government
announced that from 1 April 2023 the rate of UK corporation tax will increase from 19% to 25%. This new law was substantively enacted on 24 May 2021. UK deferred
tax assets and liabilities have therefore been calcuiated at a rate of 25% (2020:19%).

C8. Other creditors falling due within one year

2021 2020
£m £m
Corporation tax 1.3 2.5
Other payables 0.9 10
2.2 35
C9. Share copital
2021 2020
£m £m
Issued and fully paid
274.9m {2020: 286.5m) ordinary shares of 28 4/7p each 78.6 81.8
C10. Contingencies

Contingent liabilities relating to guarantees in the normai course of business and other items amounted to £22.1m (2020; £13.7m).
There is a right of set-off with three of the Company's bankers relating to the balances of the Cempany and a number of its whotly-owned UK subsidiaries.

Where the Company enters into financial guarantee contracts te 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 fiability 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 December 2021 is included below. Except where indicated, the share capital
consists of ardinary shares only. The principal country in which each subsidiary operates and has its registered/principal office is the country of incorporation. IMi ple's
effective interest in the undertakings listed is 100%, except where indicated, and is held in each cose by a subsidiary undertaking, except for Ml Group Limited and IMi

Deutschland Verwaltungs GmbH which are held directly by IMI plc.

The Group has an interest in two partnerships, The IMI Scottish Limited Partnership and The IMI 2017 Scottish Limited Partnership, which are both fully consolidated
inte these Group accounts. The Group has taken adventoge 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 accounts. Separate accounts for the partnerships are not required to be and have

not been filed at Companies House.

Charles Baynes Netherlands BV,
FCX Pension Trustees Limited,
Holford Estates Limited,

IMI CIF Trustee Limited,

IMI Components Limited,

IMI Deutschiand Limited,

IMI Euro Finance Lirnited,

IM| Fluid Coentrols {Finance) Limited,
IMI Germany Limited,

{MI Group Limited,

IMI Kynoch Limited,

IMI| Marston Limited,

M| Overseas Investments Limited,
IMI Pensions Trust Limited,

M ple,

IM| Precision Engineering Limited,
IMI Property Investments Limited,
IMI Refiners Limited,

IM| Retirement Savings Trust Limited,
IMI Sweden Finance Limited,

IMI Vision Limited,

Liquick 211 Lirnited,

Trufle Group Limited,

Truflo Internotional Limited,
Truflo Investments Limited

Finch Land Management LLC,
IMI Americas LLC,

IMI Fluid Centrels Heldings inc,
IMI Norgren LLC,

Norgren LLC

M| Critical Engineering Helding GrnbH,
IMI Deutschland Il GmbH & Co KG,

IMI Deutschland Verwaltungs GrmbH,
IMI Germany Holding BV. & Co. KG,
Norgren GmbH

Adaptas Acquisition Co.,
Adaptas Acquisition Holdings, LLC
Aduaptas Selutions, LLC

Heimeier GmbH,
IMI Hydronic Engineering Deutschiond Gmbh,
TH.J Holding GmbH

IM| Austrolia Pty Ltd,
IMI Critical Engineering {PAC) Pty Ltd,
IMI Lakeside Australia Pty Ltd

IIMI Finance SA,
IMI Finance USD SA,
IMI Hydronic Engineering International SA

Adaptas Solutions Pty Ltd,
DeTech Australia Holdings Pty Ltd

IMI Aero-Dynarmiek BVBA,
IMI Hydronic Engineering NV

CClhialy S.R.L,
IMI Holding Italy S.R.L.,
Orton SR.L.

Lakeside, Solihull Parkway, Birmingham Business Park, Birmingham,
West Midlands B37 7XZ, United Kingdom

5400 South Delaware Street, Littleton, CO 80120, United Stutes

Bruckstrasse 93, 46519 Alpen, Germany

Palmer Industrial Park, 3 Second Street, Palmer, MA 01069, United States

Voellinghauser Weg 2, 59597 Erwitte, Germany

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, Australic

Boomsesteenweg 28, B 2627 Schelle, Belgivm

Via Larga &, 20122 Milan, Italy



214

IMI ple Annual Repert & Accounts 2021

Subsidiary undertakings (continued)

IMI Hydronic Engineering A/S,
Nargren A/S

IMI Hydronic Engineering AS,
Norgren AS

{MI Hydronic Engineering BV,
|MI Netherlands Heldings BV

IMI Scotiand Limited,
The IMI Scottish Limited 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,
Z & J Technologies GmbH

Acra Associates LLC

Adaptas Solutions China Co, Ltd

Applied Kilovolts Limited

Bimba LLC

Bopp & Reuther Valves GmbH

Brockvale Internctional Insurance Limited
Buschjost GmbH

CCIAG

CCl America do Sul Comercio de Equipamentos Industriqis Ltda
CC| Czech Republic s.r.o.

CCl Flow Control (Shanghai) Co Ltd

CC| International Limited

CCl Valve Technology AB

CCl Valve Technology GmikH

Control Component India Pvt Limited

Control Compenents Inc

FAS Medic SA

Fiuid Automagtion Systems GmbH

Herion Systemtechnik GmbH

IM{ Aero-Dynamiek BV

IM| Critical Engineering {APAC) Pte. Ltd

IMI Critical Engineering (AUS) Pty Ltd

IMi Critical Engineering (Shanghai) Company Limited

iMi Critical Engineering Korea

IM| Critical Engr PBM LLC

IMI Critical Engr Z&JLLC

M| Critical FZE

IMI Deutschland BV

IMi Engineering Sdn. Bhd.

IM! France SARL

IMI Hidronik Muhendislik Iklimlendirme Sisternleri Ltd Sti

Vesterlundvej 18, 2730 Herlev, Denmark
Glynitveien 7, Ski, N-1400, Norway
Réntgenweg 20, Alphen aan den Rijn, NL-2408 AB, Netherlands

15 Atholl Crascent, Edinburgh EH3 8HA, United Kingdom

1 Stokes Place, S5t Stephens Green, Dublin 2, Ireland
Building 3, No. 1885, Dubvi Road, Minhang District, Shanghai, China
Bertramsweg &, 52355 Duren, Germany

1990 Olivera Rd., Sta. A Concord, CA 94520, United States

No. 1588 Xinhong Road, Qidong City, Nantong, Jiangsu, China

Woods Way, Goring By Sea, Worthing, West Sussex, BN12 4QY

25150 5. Governors Hwy, University Park, IL 60484, United States

Car|-Reuther Str. 1, 68305 Mannheim, Germany

Clarendon House, Church Street, Hamilton, HM11, Bermuda

Detmolder Strasse 256, 32545 Bad Oeynhausen, Germany

Fabrikstrasse 10, 8370 Sirnach, Switzeriand

Rua ltapeva, 286 cjs 95/96/97, Bela Vista, Sao Paule, 01332-000, Brazil

K Letisti 1804/3, Slapanice, 62700, Brno, Czech Republic

Room 108, Unit 15, 159 Tian Zhou Road, Cac He Jing Development Zone, Shanghai, 200233, China
Unit A3 Brockside Business Park, Greengate, Middleton, Manchester, M24 1G5, United Kingdom
Industrigatan 1-3, Box 603, 661 29 Saffle, Sweden

Lembéckgasse 63/1, 1230 Wien, Austria

Ground, 1st & 2nd Floaor, Tower &, SJR i park, Plot # 13 14415, EPIP Zone Phase 1, Whitefield Road,
Bangalore 5560046, India

22591 Avenida Empresa, Rancho Santa Margarita CA 92488, United States

Route de Bossonnens 2, 1607, Palézieux, Switzeriand

Styttgorter Strofe 120, 70736 Fellbach, Germany

Untere Talstrasse 65, 71263 Weil der Stadt, Germany

Havenstraat 7, 3861 VS, Nijkerk, Nethertands

29 International Business Park, ACER Building, Tower A, #04-01, Singapore, 609923, Singapore
C/-, 21-22 Greenhill Road, Wayville SA 5304, Australia

Building 3, No. 1-5, Lane 800, Yewang Road, Yexie Town, Songjiang District,
Shanghai, 201609, China

14 Dangdong 2-ro, Munsan-eup, Paju-si, Gyeonggi-do, 10816, Republic of Korea

1070 Sandy Hill Road, Irwin, PA 15642, United States

4525 Kennedy Commerce Drive, Houston, TX 77032, United States

[ Office No. FZJOA1308, FZJ0A1310, FZJOAL130Q7A, Jebel Ali Free Zone, PC Box 17827, Dubai, UAE

Versterkerstroot 6, 1322 AP Almere, Netherlands
K-7-5 & K-7-6, Solaris Kirara, Soho, Jalan Solaris Mont Kiare, 50480 Kuala Lumpur, Malaysia
52 Boulevard de Sébastopol, 75603 Paris, France

Atasehir Bulvari Atc Carsi no. 50-5%, Atasehir, Istanbul, Turkey
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IMI Holdings LLC
IMI Hydronic Engineering AB
IMI Hydronic Engineering China

IM| Hydronic Engineering France 5 A.
IMI Hydronic Engineering FZE

IMI Hydronic Engineering GesmbH
IMI Hydronic Engineering Inc

IMI Hydronic Engineering Limited

IMI Hydronic Engineering Ltda

1M} Hydranic Engineering OY

IM1 Hydronic Engineering Pte Ltd

1M1 Hydronic Engineering S.A.

IMi Hydronic Engineering (Spain) SAU
IM! Hydrenic Engineering S.R.L.

IM{ Hydronic Engineering Switzerland AG
IMI Hydronic Engineering UAR

IM! International Co Srl

Ml international d.o.0.

IMl International d.0.0.

Ml International d.c.0. Beograd

IMI International Kft.

IMI International LLC

Ml International s.1.0.

IMl International 5p. z.0.0.

iMI Japan K.K.

IMI Norgren Herion PVT Limited

iMI Norgren Limited

IMI Norgren SA {Sociedad Unipersonal)
iMI Saudi Industry LLC

Industrie Mecanique Pour Les Fluides SA
Kynoch Sweden Holding AB

Mead Fluid Dynamics, Inc.

Newrman Hattersley Limited

Nergren AG

Nergren Automation Solutions LLC
Norgren BV

Norgren Co Limited

Margren Finland OY

Norgren Ges.m.b.H

Norgren GT Development LLC
Norgren Kloehn LLC

Nargren Limited

MNorgren Limited

IMI Webber Limited,
MNorgren Limited

101 Broadway Street West, Svite 204, DUsseo, MN 55349, United States

Annelund, SE-524 80, Ljung, Sweden

Room 340, Xin Mao Building, Ne 2 Tai Zhong Nan Read, Pilot Free Trade Zone,

Shanghai, 200131 China

13, rue de lo Perdrix - Les Flamants 8, #3290 Tremblay-en-France, France
Office 1307-10 Jafza Cne, JAFZA (PO Box 262611}, Dubai, United Arab Emirates

Industriestrasse 7, Objekl 5, 2353, Guntramsdort, Austria
BY08 Governors Row, Dallas, TX 75247, United States

Hat House Third Floor, 32 Guildford Street, Luten, Bedfordshire, LU1 2NR, United Kingdom

Av Fagundes Filho, 134 ¢j 43, 5. Judas, Sao Paule, 04304-010, Brazil
Robert Huberin tie 7, Vantaa FI-01510, Finland

223 Mountbatten Road #03-01, Singapore 398008, Singopore
9, rue des 3 Cantons, Windhof, L-83%9, Luxembourg

Calle Ordufa 3 Planta Boja, 28034 Madrid, Spain

Via Rema, 108 - Edificia F/2, 20051 Cassina de Pecchi {MI}, Italy
Muihterainstrasse 26, 4414 Fiillinsdorf, Switzerland
A_Juozapaviciaus 27-5, Kaunas, LT - 45258, Lithuania

Str. Aristide Pascal nr.36, Sector 3, Bucuresti, 031445, Romania
Alpska cesta 37b, Lesce, 4248, Sloveria

Slavonska avenija 17, Zagreb, 10040, Croatia

Miluting Milankevica 1b, Novi Beaograd, 11070, Serbia
Kunigunda Utja 60, Budapest, HU-1037, Hungary

Leninskaya Sioboda Street 19 b2, 115280, Moscow, Russian Federation

Central Trade Park D1, ¢.p.1573, Humpolec, 396 01, Czech Republic
Olewin 50 A, PL-32300, Glkusz, Poland

7-3-6 Minatgjima Minamimachi, Chue-ku, Kobe, Hyogo 650-0047, Japan

B-30A Sector B%, Noida, Uttar Pradesh 201305, India

137a Slaney Close, Dublin Industrial Estate, Finglass Road, Dublin 11, treland

Calle Colomn, 391, 2 Edif. Tecno, 08223, Terrassa, Spain

3826 unit No. 7, Street 122, Second Industrial City, Post 34325-7535, Dammom, Saudi Arabia

15 Avenue des Cures, 25580, Andiily, France

¢/o M| Hydronic Engineering AB, 52 480 Ljung, Sweden
4114 North Knox Avenue, Chicago, IL 60641, United States
151 Superior Blve, Unit 14, Mississauga ON L5T 2L1, Canada
Fabrikstrasse 10, 8370 Sirnach, Switzertand

2871 Bond Street, Rochester Hills, Ml 48309, United Stotes
Versterkerstraat 6, 1322 AP Almere, Netherlands

120/34 M.12, Rachadhewaq, Bangplee, Samutprakarn, 10540, Thailand

Reobert Huberin Tie 7, FI-015 10 Vantag, Finlond

Industriezentrum NO Siid, Strae 2a, Objekt M39/1, A-2355, Wiener Neudorf, Austria

425 "C" Street NW, Suite 100, Auburn, WA 98001, United States
10000 Banburry Cross Drive, Las Vegas, NV 89144, United States

6/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, W513 8SY, United Kingdom
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Subsidiary undertakings (continued)

Norgren Ltda
Norgren Manufacturing (Suzhou) Co., Ltd
Norgren Manufacturing de Mexico 5.4. de CV.

Norgren S.A de CV.

Norgren NV

Norgren Pte. Limited

Norgren SAS

Notgren Srl

Norgren Sweden AB

Norgren Taiwan Co Limited
Pneumaodyne LLC

Remosa S.R.L.

SAIC CCl Valve Co Ltd (44%)*

Shanghai CCl Power Cantrol Equipment Co Ltd
STIS.R.L.

TA Regulator d.o.o.

TH Jansen Armaturen GmbH

Thompson Valves Limited

Truflo Rona S .A.

Truflo Marine Limited

Vaccon Company, Inc.

Z & . High Temperature Equipment (Shanghai) Co Ltd

* Treated as external investments.

Subsidiary oudit exemptions

IMI plc has issued guarantees over the liabilities over the following companies at 31 December 2021 under Section 479C of Companies Act 2006 and these entities are
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Av. Eng. Alberto de Zagottis, 696-B, Sao Paulo SP, 04675-085, Brazil

Avenida de la Montafia # 120, Parque Industrial Querétaro, Santiago De Querétaro,
Querétaro, CP 76220, México

Avenida de la Montafia # 120, Santa Rosa Jauregui, Santiago De Querétare,
Querétaro, CP 76220, México

F Walravensstraat 84, 8.1651 Lot, Belgium

16 Tuas Street, Singapore 638453, Singopore

1, rue de Lamirault 77090 Collégien, France

Via trieste 16, Vimercate, 20871, Milan, italy

Box 14001, Ventilgatan &6, 5-200 24 Malme, Sweden

3F, No. 540 Sec. 1, Minsheng N. Rd., Guishan Dist., Taoyuan City, 333, Taiwan
14425 23rd Ave North, Plymeouth, MN 55447, United States

Viale Pula 37, 09123 sede e stobilimento stradaric, 934608, Cagliari, Sardiniq, ltaly

Block B, 123 Chongming Xiushan Read, Chenggiae Town, Chongming County, Shanghai,
202150 China

229C, 2F, No 11, Lane 465, Tengyue Road, Yangpu District, Shanghai, 200090, China

Via dei GCaravaggi 15, 24040, Levate (BG), Italy

Orliska Ulical3, Brezice, Si-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
Westwood Rood, Birmingham, B4 7JF, United Kingdom

2 Industrial Perk Road, Medway, MA 02053, United States

819 Yinchun Road, Minhang District, Shanghai, 201109, China

exempt from the requirements of the Act relating to the audit of individual accounts by virtue of Section 479A of the Act:

Company name Company number
Applied Kilovolts Limited 0210105}
CCl International Limited 00259162
Holford Estates Limited l 01181406
IMI Companents Limited ] 01640862
MI Deutschiand Limited | 67843551
™I Euro Finance Limited ] 07929408
IMI Fiuid Controls (Finance) Limited 08528502
IMI Germany Limited Q7843576
IMI Hydronic Engineering Limited I 02945254
IMI Kynoch Limited I 00713735
IMI Marston Limited 00155987
IMI Overseas Investments Limited | 00209251

Company name Company number
IMI Precision Engineering Limited 01687068
M| Refiners Limited 00148305
IMI Scotland Limited SC378424
IMI Sweden Finance Limited 07272731
IMI Vision Limited 04421176
IMI Webber Limited ‘ 01416237
Nergren Limited ] 00564656
Thompsen Valves Limited 1 02791464
Trufle Group Limited 1 04430846
Truflo Internotional Limited ‘ 00164822
Truflo Investments Limited J D4430927

Truflo Marine Limited l‘ 00993147

No. 975, Xinzi Road, Wuiiang Economic & Technological Development Zone, Jiangsu Province, Ching
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Geographic distribution of employees’

The following table shows the geographic distribution of employees as at 31 Decemnber 2021 and is not required to be audited.

United Kingdom 1,338
Continental Europe 5,692
Americas 2,873
Asian Pacific 1,282
Rest of World 43
Total 11,233

* Includes agency and controctors.
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Five year summary’
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Revenue £m Adjusted profit before tax* £m Group revenue by geography 2021
Total Middle Eost &
h o APAC Africa
21% 5%
2 ¢ g
] - = L 5 )
" q &
]
Tota!
Europe
45%
] a ] T8 3 5 o= 2 2 Tatal Americas
g S & R g g & E g 28%
* On an odjusted bosis.
Income statement
2017 2015 2019 2020 2021
£m £m £m £m £m
Revenhue 1,751 1,907 1,873 1,825 1,846
Adjusted operating profit 2391 265.5 266.1 284.7 318.1
Adjusted profit before tax 224.1 251.2 250.7 2739 307.0
Special pension events 108 6.8 8.6 - -
Restructuring costs (34.6) (12.4) (51.8) (36.1) (35.1)
Acquired intangibie amortisation and impairment (17.5} (27.1) 21.9) (20.3) (19.4}
Other acguisition items 2.0 [EW)] (1.6) - (3.1)
(Loss)/gain on disposal of subsidiaries 2.3 0.6 . - 3.8}
Financial instruments excluding aconomic hedge contract gains/(losses}) 24 (2.5} b4 (3.2} €0.8}
Profit before tax 1809 2129 189.3 214.3 2444
Adjusted EBITDA 288 320 357 380 404
Group sales by destination
2017 2018 2019 2020 2021
£m £m £m £m £m
UK 79 90 90 88 83
Gerrnany 260 288 234 222 238
Rest of Europe 519 519 494 486 520
Total Europe 858 897 818 796 841
Total Ameritas 405 515 538 545 526
Totol Asie Pacific 355 357 404 390 409
Middie East and Africa 133 138 113 94 90
Revenue 1,751 1,907 1,873 1,825 1,866
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Earnings and dividends

2017 2018 2019 2020 2021
Adjusted basic earnings per share 65.3p 73.2p 73.2p 79.7p 92.0p
Statutory basic earnings per share 53.6p 62.5p 56.6p 62.7p 73.5p
Ordinary dividend per share 3%.4p 40.6p 41.1p 22.5p 23.7p
Balance sheet

2017 8 2019 2020 20n

£m Em £m £m £m

Segmental net assets (including lease liabilities) 1,027 1,220 1,168 1,124 1,340
Cther net non-operating liabifities excluding borrowings {gross) (155} {149} (111) (96) (32)
Net debt {excluding lease liabilities) (265) {405} (347) (228) (529)
Net assets 607 666 710 800 779
Statistics

2017 2018 2019 2020 2021
Adjusted operating profit as d percentage of revenue 13.8% 14.0% 14.2% 15.6% i 17.0%
Adjusted operating profit as a percentage of segmental net assets 23.4% 21.8% 22.8% 253% 23.7%
Effective tax rate on adjusted profit before tax 21.0% 21.0% 21.0% 21.0% 20.0%
Net assets per share {excluding treasury and EBT shares) 224.0p 245.8p 262.2p 2949p 301.0p
Net debt as a percentage of shareholders' funds 43.7% 60.7% 48.9% 39.5% 79.9%
Net debt: Adjusted EBITDA 09 13 12 08 1.5
Adjusted EBITDA: Interest 20 25 24 35 33

* The five year summary is not required to be audited.
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Shareholder and general information

Announcement of trading results

The trading results for the Group for the first half of
2022 will be anncunced on 29 July 2022. The trading
results for the full year ending 31 December 2022 will
be announced in February 2023.

Interim management statements will be issued in
May and November 2022.

Expected dividend payments
Final: 13 May 2022

Interim: September 2022

Share prices and capital gains tax

The closing price of the Company's ordinary shares
on the Lendon Stock Exchange on 31 December 2021
was 1,736.0p (2020: 1,165.0p). 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 Compony's SEAQ number is 51443.

Enquiries about shareholdings

For enquiries concerning shareholders’ persongl
holdings, 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 online

Shareholders can manage their holdings online

by registering with Shareview, the internet based

ptatfarm provided by Equiniti. Registration is a

straightforward process and allows shareholders to:

+ help us to reduce print, paper and postage costs
and the associated environmental impact of these;

+ cast your AGM vote electronically;

+ receive an email alert when important shareholder
doecuments are avdilable online such as Annual
Reports and Notices of General Meetings;

+ access details of your individual sharehoiding
quickly and securely;
- set up a dividend mandate online; and

- change your registered postal address or your
dividend mandate details.

To find out more information about the services
offered by Shareview and to register, please visit:
www.shareview.co.uk.

Corporate website

The IMI ple website provides o wealth of useful
information for shareholders and 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 alse 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 thot are
not sent to shareholders by post. You can access the
corporate website at: www.imiplc.com.

Annval General Meeting 2022

This year's AGM will be held on 5 May 2022.
For further information, piease refer to 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
informatien about the ISA operated by our Registrar,
Equiniti, please call the Equiniti ISA helpline on 0345
300 0430. Lines are open from 8.30am to 5.30pm,
Monday to Friday (excluding puklic helidays in
England and Wales).

Share dealing service

Managed by Equiniti, the Company's registrar, the
IMI plc Share dealing service provides sharehoiders
with a simple way of buying and selling IMi erdinary
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 shares that often
turn out to be worthless 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 a scam can be found
on our corporate website.

American Depository Receipts

IMI ple has an American Depository Receipt ('ADR")
pregramme that trades on the Over-The-Counter
market in the USA, using the symbol IMIAY. ADR
enguiries should be directed to Citibank Shareholder
Services, PO Box 43077, Providence, RI02940-3077,
USA. Toll-free number in the USA is 1-877-CITI-ADR
{877-248-4237) and from outside the USA s 1-781-
575-4555. You can alse email
citibank@shareholders-online.com.

Headquarters and registered office

Lakeside

Solibull Parkway

Birmingham Business Park
Birmingham

B37 7XZ

Telephone: +44 121 717 3700

IMI plc is registered in Engiand No.714275

Registrars

Equiniti

Aspect House

Spencer Road

Lancing

West Sussex

BN99 6DA

Telephone: 0371 384 2916 or from overseas
+44 121 415 7047

Lines are open 8.30am to 5.30pm, Monday to Friday
(excluding public holidays in England and Wales).

Emait:
customer@equiniti.com
bereavementsupport@equiniti.com

Stockbrokers

JPMorgan Cazenove
Bank of America

Auditor
Deloitte

Cavtionary statement

This Annual Report may contain forward-lacking
statements that may or may not prove accurate.

For example, staterments 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 reasonable but they may be
affected by a number of risks and uncertainties

that are inherent in any forward-looking statement
which could couse actual results to differ materially
from those currently anticipated. Any forward-
looking statement 1s made in good faith and based
oninformation available to IMI plc as of the date of
the preparation of this Annual Report. All written

or oral forward-icoking statements ottributable to
IMI ple are qualified by this caution. IMI plc does not
undertake any obligation to update or revise any
forward-looking statement to reflect any change in
circumstances or in IM| plc's expectations.
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