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IMI at a glance

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

and more productive.

Breakthrough
Engineering
for a better
world.
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Fircncial Statemerts

Over 10,000 people
in 50 countries

3 divisions
5 sectors

28 brands

One big team with
a unifying purpose

Revenue by
division

Revenue by
geography

Gender mix all
employees

Gender mix
executive

3/43%
&/ 57%

3,171/ 29%
7,820/ 71%

2022 highlights

Revenue

% £2,049m

2021: £1,866m

Adjusted operating margin’

prs 1 7 [ ] 8°A3

2021: 17.0%

Adjusted profit before tax’

% f346m

2021: £307m

Adjusted basic earnings per share’

%  105.5p

2021: 92.0p

Statutory operating margin

o 14.6%

2021: 13.4%

Statutory profit before tax

~r £285m

2021: £245m

Statutory basic earnings per share’

- 87.6p

2021: 73.5p

» 10% sales growth, 13% odjustea profit before tax growth

» Adjusted earnings per share 15% higher than 2021

» Adjusted operating margin uo 80bps

» Statutory operating margin up 120bps

» Gtatutory profit before tax increased 17%

» Resilient. order book up 14%, order book in IM| Critical Enginecring up 18%

w £52m of Growth Hub orders, pipeline growing

» Cempleted three stralegic acguisitiors in attractive growth markets

» Record errplovee engagement scores, improved health & safety

» Proposed final dividend of 17.4p, increased by 107%,

Total Recordable Incident
Frequency Rate {(TRIFR)

o 0.35

2021:0.56

Employee engagement

= 80%

2021: 77%

CO; intensity

M 2.09

2021:2.30

Women in management

o 22%

2021:21%
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Chair's statement

AU L N,

[V —

Qur continued focus on
customer satisfaction,
complexity reduction anad
market-led innovation

is delivering sustainable,
profitable growth.

Lord Smith of Kelvin
Chair
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Culture, values and
purpose

There is no deubt that our unifying
purpose Breakthrough Engineering

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

Environmental, Social &
Governance (ESG)

Qur Better World purpose places ESG

at the heart of our strategy. Our ESG
objectives are of critical importonce

to our ambition to deliver sustainabile,
profitable growth — mony of our solutions
help customers improve energy efficiency,
sustainability, and safety.

Whilst there is always mare to be done,

| am very proud of the significant progress
we have made delivering against these
objectives in the year. Particular highlights
include improved CDP scores and being
acknowledged with the London Stock
Exchange Green Economy Mark, which
awards companies that generate more
than 50% of taotal annual revenues from
products and services that contribute

to the global green economy.

We have also launched our new
sustainability framework, Creating

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

We also took action to improve our
chmate risk management processes

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

for the future.

For further information, please see pages
46 to 83.

Strategy

It has been three years since we lounched
our purpose-led strategy in November
2012 Since then, we have made excellent
progress towards delfivering our ambition
of sustainable, profitable growth and
have seen significant improvements

in aur key financial metrics. We have
done this through a continued focus

on customer satisfaction, complexity
reduction and market-led innovation

- evidence of which can be found
throughout this Report.

M&A

IMI cormpleted three strategic acquisitions
in 2022, as we continue to expand into
attractive growth markets. Two of

these acquisitions were in IM! Precision
Engineering, where we acquired Bahr
Modultechnik ('Bahr’), the German

linear motion specialist and CorSolutions
LLC (‘CorSolutions’, a leading innovator
in micro-fluid flow control. We aisc
cormpleted the acquisition of Heotmiser
UK Ltd ('Heatmiser"), a leading UK
smart thermostatic control
manufacturer. Heatmiser will form

part of IMI Hydronic Engineering.

As the teams integrate into IMI, | am
delighted to add my welcome to them
and we look forward te on exciting
future together. Additional commentary
on the transactions can be found in

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

Divestment of Russian
subsidiary

IM| strongly opposes the invasion of
Ukraine and fully supports alf sanctions.
On 4 March 2022 we ended all new
business and international deliveries

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

Creating value - for all

Considering the interests of all

our stokeholders is of fundamental
importance to us, whether they

be employees, customers, our

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

The Board

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

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

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

of strong female representation. We

have met the Parker Review requirernents
for ethnic minarity membership since
2021 and the Board will continue its

focus on Inclusion & Diversity in the
coming years.

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

Dividend

The Board is recommending a 2022 final
dividend of 17.4p per share (2027: 15.8p
per share). Payment will be made on 12
May 2023 to shareholders on the register
at the close of business on 11 April 2023.

People

At IMIwe are proud to employ the

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

Lord Smith of Kelvin
Chair
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Strategic Report

Chief Executive's review

“We continued t gnhake significd)
progress in 2022, ‘delivering our
third consecutive year of profit
and margin growth.

Roy Twite
Chief Executive




Introduction Strategic Report

Corporate Governance

Financial Statements 07

Overview

Our purpose-led strategy, Breakthrough
Engineering for a better world, focuses
on solutions that help our customers
become safer, more sustainable and
more productive. We are aligned to
attractive growth markets and have

a resilient portfohio that is supported by
leng-term global macroeconomic trends.
This, combined with our continued focus
on customer satisfaction, market-led
innovation and complexity reduction

is creating real value. In our third
consecutive year of profit and margin
growth we delivered £52m of Growth
Hub orders (2021: £23m) and completed
three acquisitions, each in attractive
growth markets and aligned with

our strategy.

IMi delivered ancther strong financial
performance in 2022, generating growth
in a challenging emaronment. Organic
revenues increased by 4% and organic
adjusted operating profit increased by
8%. Allthree divisions delivered increased
organic revenue and adjusted operating
margins in the year. We continue to
manage our supply chain well to support
our customners. Pricing and efficiencies
have offset inflation in the year. Adjusted
basic earnings per share increased 15%.

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

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

the most acute industry problems.

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

to automate in order to improve
productivity. Life Sciences remains

a high growth area. Regulatory
requirements drive our Transportation
customers' need for improved emissions
and safety solutions. There is strong
momentum in our Energy end-markets
driven by the need for emissions
reductions and supply security. Our energy
saving solutions support reductions in
energy usage and regulatory compliance
within Indoor Climate.

We are delivering Value Today through
a focus on customer satisfaction

and complexity reduction; and Value
Tomerrow by developing creative

and innovative solutions tc the ”
greatest challenges our customers
and society face.

Investment case

i e cit
Breakthrough Engineering
for a better world

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

nahble,

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

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

ferantiated

113¢

solutions ¢

Our market-led innovation model
continues to deliver Value Tomorrow.
Investments in business development
resource and Growth Hub projects are T

Seeing tong|b|e ber‘lE'fitS, Qur new www.imiplc.cam/investors/investment-case
products solve key industry problems,
helping cur custamers becorme safer,
more sustainable and more productive.
Our Growth Hub pipelines remain robust,
with exciting early-stage projects actively
progressing across all three divisions.
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Chief Executive's review

We completed three strategic
acquisitions in 2022:

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

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

CorSolutions, LLC (‘CorSolutions’),

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

a significant opportunity to leverage
OEM relationships and scale the existing
CorSolutions product portfolio and are
excited to incorporoate its talented R&D
team into our Growth Hub pregramme.

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

Environmental, Social &
Governance (ESG)

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

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

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

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

this population to build the succession
pool for leadership roles. In 2022 it was
22%, up frem 21% in 2027, ond we are
targeting 25% in 2023

Ensuring all our employees are safe

at work is central to our strategy and
culture and we have a continued focus
on identifying and reducing workplace
hazards. Qur Total Recordable Incident
Frequency Rate (TRIFR) improved 38%
from 0 56 to 0 35 in the year and, whilst
this 1s good progress, we remaoin
committed to the ambition of

an accident-free workplace.

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

in 2021 to 80% in 2022.

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

IMl's solutions support our customers'
products and operations and often
directly contribute to the delivery

of their carbon reduction targets.

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

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

a zero carbon future.,

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

We reduced our COj; Intensity by 9% in
2022. All divisions are progressing actions
that will contribute to our geal of halving
our factory CO; intensity by 2030, and
IMlis committed to achieving net zero
Scope 1& 2 emissions by 2040. Having
determined our Scope 3 emissions, we
are now building our action plans to meet
our commitrment to reduce these by 25%
by 2030 and be net zero by 2050.

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

More information about our ESG
credentials and initiatives, including

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

People

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

all our people. Developing our talent

to have a highly engaged workforce 15
one of the key enablers of our strategy.
By acting as 'One Big Tearm’, we are
solving some of the world's most
complex problems and this is something
of which we can all be proud.

QOutlook

Based on current market conditions we
expect 2023 full year adjusted basic EPS
to be around 1p. This guidance assumes
foreign exchange rates will create a
tailwind of ¢.2% on sales and profits,
anet interest charge of £25m and

atox rate of 22%.

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

Roy Twite
Chief Executive
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Executive Committee

Roy Twite Danie! Shook
Chigf Executive Finance Director

Beth Ferrsira Jackie Hu
Owisional Managing Director Divisional Managing Director
IMi Precision Engineering M| Critscal Engineering

Phil Clfton Liz Rosse
Divisionat Managing Director  Group Human Resources
IMI Hydronic Engineening Directar

Loulse Waldek
Group General Counsel and
Company Secretary

IMI Hydronic Engineering -
Olkusz, Paland

IMI Precision Engineering -
Palezieux, Switzerland

iMI Critical Engineering -
Cagliari, ltaly
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Our purpose-led strategy

Breakthrough Engineering
for a better world

Ouvur purpose

Where we operate

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

IMI Precision IMI Critical IMI Hydronic
Engineering Engineering Engineering

Divisions

)
N

- A

; [P

Industrial . -
Automation Energy Indoor Climate

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

Key sectors
Life Sciences

D Turn ta page 18

iy
- ¥

Transportation

D Turnto page 20

%z, {3 &

Customer Playing to win One big team Integrity
intimacy

Values
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How we create valuve

Finoncial Statements

We combine our deep engineering knowledge with strong applications

Ouvr strategy

expertise to develop solutions for the most acute industry problems. We

help our customers become safer, more sustainable, and more productive.

Customer
satisfaction

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

Pillars

Sustainability

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

Enablers

Customers

Qur engineering solutions
support gur customers
most complex problems.

Ovur

stakeholders
Suppliers

Crur supply chain
partnerships
demaonstrate long-term
trust built over time.

Measuring our
performance

Market-led
innovaticn

Our Growth Hub and
selective M&A develops
markat-leading innovation
to support our custemers
with their mest challenging
and complex engineering
problems.

Talent and
engagement

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

Employees

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

Community and
environment

We support our local
cemmunities and continue

to reduce ourimpact on the
environment and support our
customers to do the same.

Complexity
reduction

We continue to simplify
and improve our global
manufacturing feotprint
and demonstrate a resilient
supply chain to support our
customers.

Digital

We actively develap digital
tocls to improve our service
to customers.

Investors

We continue cur track
record of enhanced value
creation and delivery for
shareholders.

Government and
regulators

We comply with the
applicakle laws and
regulations.

Our Key Performance Indicators measure our value creation for our
stakeholders and are summarised on pages 12 and 13.
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Key Performance Indicators

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

Linked to remuneration

CO, intensity

Organic sales
growth

Total Recordable
Incident Frequency
Rate

Employee
engagement’

Gross tCO-¢

Per
200,000

hours

Why is this a KPI?

The health and safety of all
who work at IMl is paramount
Ensuring a safe working
environment s closely linked
to our business success,
including attracting and
retaining the best talent.

Definition

We meagsure our progress

in this area by trocking the
number of recordable
work-related injuries per
200,000 hours worked (TRIFR
rate) See page 65 for details
of the caleulation

Performance

In 2022 our TRIFR rate
reduced to 0.35with no
fatalities, reflecting the
Group's continued focus
on identifying and reducing
workpiace hazards

Why is this a KPI?

The engogement of our
employees is key to retaining
the existing skills and
promoting and attracting
employees who bring new
ideas and capabilties

Definition

We carry cut an annual
ononymised survey of
employees - Cne Big Voice -
and use the response to the
guestion 'l see my business
(IMl) as a great place to work'
as a gauge of employee
engagement.

Performance

We continue to ramtain a
high percentage of employees
that see IM! as a great place
to work.

" In 2021 this metnie presented
results to the question ‘l would
recommend my husiness (IMI} as
@ good emgloyer to friends and
family' sourced via a group
worksheet completed as part of
the IMI Way Day activities rather
than on anenymsed individual
survey 2021 results have been
restated to reflect the updated
definition There was no
ononymised survey In 2020

000

Why is this a KPI?

Qur purpose Breakthrough
Engineering for a better world
drives our strategy and our
ambition, including our
commitrnent te halve our total
CO2intensity by 2030 (based

on 2019 Scope 1& 2 emissions).

Definition

We measure our progress in
this area by tracking our total
CO;intensity This is calculated
by looking at the ratio of totol
Scope 1& 2 emissions {(tonnes
COqe) per 1,000 hours worked.
See page /4 for details of the
calculation.

Performance

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

Why is this a KPI?
Delivering consistent growth

is an important part of buiiding
sustainable value for
shareholders

Definition

Organic sales 1s stated at
constant exchange rates and
excludes the incremental effect
of gequisitions and dispasals
For 2022 thaot means we are
adjusting for the acguisitions
of Adaptas Solutions {ocquired
in December 2021}, Bahr
Modultechnik {acquired in
June 2022}, CorSolutions
{acquired Qctober 2072}

and Heatmiser (aoquired
Decemnber 2022) and the
disposals of cur InterAtiva
subsidiary (dispased in July
2021) and cur Russion
subsidiary (disposed in

May 2022).

Performance

Organic sales growth was

4% 10 2022 reflecting the
continued delivery of our
unifying purpose-led strategy
Breakthrough Engineering for
o better world
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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 10 and 11 for details. The
Alternative Performance Measures used as Key Perfoarmance Indicators (organic sales
growth, adjusted operating profit, adjusted earnings per share) are defined in Note 3.

Linked to remuneration Linked to remuneration

Adjusted earnings
per share

Return on invested
capital

Cash conversion

Adjusted
operating profit

284.7 sl

Why is this a KPI?
Growing eur profits wall
ultimately generate value
for our shareholders and
create more opportunity
to invest further.

Definition

The Group'’s operating profit
before the adjusting items
described mn Note 3, which
ensures a consistent basis
for comparison.

Performance

Ad)usted operating profit
improved in 2022 reflective
of the commercial and
operational focus during
the year. Adjusted operating
margin improved 80bps

to 178%

Why is this a KPI?

Cash generation supports
investment in our business

ond enables the Group to
provide returns to shareholders
through dividends. Strong cash
generation also ensures a
strong balance sheet, giving
customers and suppliers
confidence in the future of

the Group

Definition

Cash conversion 1s the adjusted
operating cosh flow as a
percentage of the adjusted
operating profit.

Performance

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

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

Definition

Adjusted operating profit after
tax divided by average capital
invested Capital invested s
defined as net assets adjusted
tc remove net debt, derivative
assets/habilities, defined
benefit pension position (net
of deferred tax) and to reverse
historical impairments of
goodwill and amortisation

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

Performance

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

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

Definition

Adjusted profit after tax
divided by the weighted
average number of basic
ordinary shares.

Performance
Adjusted earrungs per share
increased In the year to 105 5p

Return on invested capital

and adjusted earnings per
share are performance targets
for the 2021, 2022 & 2023 JP.
CO; intensity is a performance
target for the 2022 & 2023 1IP.
See page 131 for further
details,
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Our people strategy

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

and purpose.

Culture

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

Through 2022, we have continued to
invest in, protect and nurture our culture.
We hove introduced a new engagement
metric, which measures individual
responses ta the question ' see my
business (IM1) as a great place to work!
In 2022, 80% of our people responded
favourably, anincrease of 3%. Further
information about this KPi can be found
on page 12. We are pleased that this
increased score reflects progress across
our priorities.

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

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

Communications and engagement

— clearly articulating our strotegy

and purpose is key to people's sense

of connection and engagement.
Througheut 2022 we shared more about
who we are and what we do and
continued to build on our success with
our internal communications platform,

[01 IMI Critical Engineering -
~~_{ Piacenza, ltaly

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

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

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

Inclusion & Diversity (1&D) - having

a diverse culture that reflects the
societies we operate in and where all
our people can be themselves is central
to our Better World ambition. This year
we focused on embedding 1&D into key
business practices. We have introduced
diverse recruitment practices,
encouraged leaders to listen more

to employees across dll levels, and
promoted and championed 1&D through
education, communication and role
modelling. We are strengthening
relationships with external engineering
networks in order to attract candidates
from different backgrounds. Data
collection is critical to our progress

and we are improving how we measure
gender and ethnicity pay gaps.

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

whao take the culture and learnings

from Growth Hub into our local sites.
These and other activities encourage

all our people to see and own their

part in cur growth agenda.

Wellbeing - we focus on four pillars

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

Pay and benefits - we continue to ensure
pay, benefits, and wellbeing propositions
are competitive and fair. Pay is typically
reviewed on an annucl basis, with
increases aligned to an individual's

level of skills and experience as well

as external factors like market
competition and inflation.




Talent

Given the challenges all companies
face in attracting and retaining the
best people, the Executive team made
talent its priority for 2022, Focus was
in three areas: Attraction, Visibility
and Development. We are developing
and executing a strong internal
succession pipeline while supplementing
this with high calibre external
candidates, particularly for bringing

in new capabilities to support our
growth agenda.

Talent attraction - we aim to attract
high quolity, diverse talent, through

an impactful candidate experience.
Significant progress has been made

in 2022. We enhanced the corporate
website and social medio platforms,
bringing our purpose and culture to life
and demonstrating IMI to be an employer
of choice. Qur testing and interview
processes have been standardised and
we provided unconscious bias training for

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

the candidate experience. This further

supports talent attraction, particularly
in our moare challenging geographies.

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

rmobility and development conversations.
Qur performance rotings assess talent
as a combination of performance and
potential, reflect delivery of results and
identify talent that will help us to win.
We had great success in 2027 with
internal promotions into leadership roles,
and so in 2022 our focus was on tatent
attraction to increase our pipeline.

Talent development - this is key for both
engagement and retention of our best
people. We have invested in e-learning
content that is globolly accessible with

multi-language capability. We have rolled
out development programmes for our
top talent and aligned lecdership
development to our Better World growth
ambitions. We partnered with the
international Institute for Management
Development (IMD), to deliver a bespcke
management programme to 50 of our
top leaders. A second cohort of high-
potential talent is also progressing
through our successful Catalyst
programme, seeing excellent results

and engagement. The IMI Graduate
Programme remains a key talent pipeline,
with 40 graduates joining us as part of
the 2022 intake; retaining an equal
gender balance remains o priority and
we cantinue to diversify the programme
into broader disciplines.
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Creating value

Industrial Automation

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

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

the 20th century, automation has gone hand-in-hand with
commercial success, to the point that the businesses that didn't
automate socn struggled. We've worked in partnership with
customers for many years, optimising their automaoted processes
s0 they stay competitive. They come from a range of industries
around the world, from food and beverage to automative,
material handling to warehouse automation and packaging. Our
high-performance valves and actuators keep their production
lines and warehouse cperations moving, Increasing productivity,
improving efficiency and reducing the occupational hazards
associated with heavy equipment or dangerous environments.

Machines that make their own decisions

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

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

This allows for more efficient decision-making in real time

to reduce energy consumption and optimise the use of other
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resources. We'll see even higher value with the power of
machine learning, so that automated systems will know
exactly what needs to happen and when, The long-term vision
is production shop floors are autormated with our technology,
so that people can spend time and energy on the tasks that
machines cannot perform.

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

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

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

it makes sense to deploy their skilled people for the highest
value work, avoiding manual work like component testing and
warehousing. Robots are already becoming adept ot even the
smallest tasks, particularly when they have the fatest vision
recognition technology. Advances in spacial awareness software
mean robots are even now operating on shop floors, safely moving
machinery across uneven floors and around busy colleagues.

All this creates opportunities for us te deploy our products and
engineering expertise to help our custormers outomate more
and more of the most repetitive tasks and operations.
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Bringing energy savings
to arobotics-assisted
hydroponics farm

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

Key automation facts:

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

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

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

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

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

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

Seacer oy o SAL
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Going for growth S

Our Growth Hub approach is Q'pqwerful asset, opening doors "Customers don't buy technology, they buy

forus to. work‘WIt_h new and existing customers, start—u_p; and solutions. The goal is to replace manval work with
ccademic institutions to overcome some of the most critical higher value work at the same time as reducing
challenges the world faces end to fuel positive social change

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

we can act as true engineering partners. And providing the Degu 0l Moty Dimecton P ol
sustainable solutions our custamers are looking for, keeps us at M Freon Tromes

the forefront of our industry and in lockstep with our ambitions
for a Better World. "There's huge customer demand to automate
sustoinably. That's what we know and what we're graat at ond
we're working with our customers across that whele journey.

It marries up with our purpose of Breakthrough Engineering
for a better world,” says Liom Stanton, Growth Hub Director.

errors and wastage. The possibilities are endless.”

Breakthrough
Engineering
for a better
world.
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Creating value

Life Sciences

We empower our customers

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

patient-focused critical care.

We're pushing technology to the imit in Life Sciences. We've
helped customers create vaccines faster by streamlining their
bioprocess. We've enabled them to test samples and receive
results in fractions of a second. The fluid control valves we make
for ventitators and anaesthesia machines, and the valves,
manifolds and precision syringe pumps we make for analytical
and diagnostic instruments, have helped save countless lives.
As you'd expect where precision and safety are paramount,

our world-class manufacturing facilities work to the most
stringent global standards.

We significantly extended our product portfolio further into

Life Sciences by welcoming Adaptas Solutions into the IMI team
in December 2027, Adaptas is a market-leading provider of
components and subsysterns for ascertaining the composition
of chemnical compounds within a sample. Adaptas's deep
relationships with global analytical instrument manufacturers
and some of the world’s leading scientists allows us to move
into adjacent markets and grow fast.

Like us, Adaptas has o business model of delivering value by
solving customer problems in partnership with them. With

our global reach and strength at innovating, customers view

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

What are the megatrends in heaith care?

Urbanisation, sedentary lifestyles and ciimate change are the
iggest global health threats of the 21st century. They will likely
increase health risks such as cardiovascular diseases, heat ond
pollution-related iliness and vector-borne diseases. Through

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

Healthcare is already starting to look radically different from
the one-size-fits-all approach of the past. DNA sequencing
combined with real-time monitoring with algorithms and
analytical tools present far-reaching opportunities, Cur
customers can achieve a significantly greater level of accuracy
over key inputs like dosage control so they can treat people

as individuals and offer a precisely tailored medical regime.
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No more waiting for test results

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

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

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

give them the treatment they need straight away.

Self-testing - something everyone learned how to do during the
COVID-19 pandemic - coupled with the power of smartphones
is a gome-changer. We are engaging with customers on
real-time Instrumentation intended to analyse exhaled breath
and detect biomarkers at very low levels for conditions such

as presymptomatic Alzheimer's or precursors to a heart attack.
Picking up the metabolic indicators of diseases early makes
successful autcomes much more likely. It is advances like these
that make Life Sciences o powerful, eritical and attractive
high-growth market._ It's one we're proud to be a part of,
innovating to improve life for everyone.

Getting answers in
fractions of a second

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

Key laboratory
automation facts:

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

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

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

"Qur customers value our innate ability to
understand the problems they face. The
combination of our collaborative nature,
understanding of the science, vertical
manufacturing capabilities and innovative
culture allows us to bring tremendous worth
to our customers.”
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"|_ife Sciences has really attractive growth rates
and tangible problems that we can solve for
a Better World.”
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Breakthrough
Engineering
for a better
world.
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Creating value

Transportation

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

What will the future look like?

As well as developments in low-emission fuels we'll see a
complete overhaul of how people and preducts are moved

The newer the diesel vehicle,
the greener the engine

We add Value Today for customers through our expertise in

managing exhaust cleanliness to meet increasingly stringent
emissions requirements. Heavy duty truck emissions are up
to 97% lower than 30 years ago. it's a major step change.

As diesel is phased out, truck manufacturers have two main
options: battery electric and hydrogen. Currently, both have
their challenges, but the technology is improving fast. Our
high-flow, moterised valves, for example, help customers
get almost five times more power from hydrogen fuel cells
thon they could two vears ago.

around in the coming years. The trend towards greater
localisation in manufacturing will, in turn, change transport
requirements. There will be more short-haul commercial
freight and a focus on greening the last mile.

From jumping into a driverless taxi to opening the door to
a delvery by drone, the what-next of transportation will look
totally different to where we are now.

Trials with autonomous vehicles including trucks are already
taking place in the USA, Germany, China and Japan, amongst
others. Roads, or the way we use them at least, will see o
transformation toe. The long-term vision for fleets involves
avtomated platoons of trucks, slip-strearning te reduce fuel

use and therefore emissions. A sophisticated kind of cooperative
adaptive cruise cantrol - a version of which many cars have
already — will keep Indwidual vehicles connected and closely
coupled to the truck in front.
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Customer relationship

There's no single, linear pathway to the future and this is
where IMI Precision's cornpetency ot key acrount management
comes into its own. We're mindful of the trends we're seeing

in the industry and we're g strong partner in the innovation
pracess because of our engineering copability, because of our
flexibility and because of our skills in truly listening te what the
customer wants.

From decarbonising thelr value chain to making sure they're

not reliant on materials that are going to be obsolete, cur
customers have a long list of problems that they want to solve
It's the customer — and society - thot sets the agenda. But we'll
be with them every step of the way.

Making hydrogen fuel cells
more powerful

IMV's fluid controf technology is helping a hydrogen
fuel cell manufacturerin China make more
powerful fuel cells.

Key fuel cell facts:

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

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

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

“The alternative fuels space is a completely

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

Energy

We are helping to reduce

emissions in the oil and gas

industry and exploring growth

opportunities with new

decarbonisation technologies.

Une of the main geals of the Paris Agreement in 2015 was to
scale up efforts to reduce carbon emissions and so limit global
warming. It marked the beginning of the transition towards

a net zero economy. Stopping cimate change is a huge challenge
and, to play its part, the il and gas sector must reduce
significantly its emissions. In the longer term there will be

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

Low-carbon energy technologies such as renewables, nuclear
and hydrogen already exist. The challenge is to find ways to
make them a cost-effective alternative to hydrocarbons and
we are exploning ways of doing this with our clients We are
making great progress, for example, in unlocking hydrogen's
full commercial potential. By using our engineering expertise
and by developing innovative green hydrogen systems that
improve production yields, we are supporting our custormers
in building the hydrogen economy of tomorrow.

Cutting methane emissions to slow
global warming

As oil ond gas producers commercialise smaller fields in some

of the world's most challenging locations, their need for critical
component reliobility is growing. We crecote Value Today by
enhancing plant perfermance and enabling customers to extract
oil and gas safely for transfer to downstream processes. Our
products help protect people and assets by managing surge
pressures and reducing leakage of greenhouse gases such as
methane, a gas responsible for around 30% of the rise in global
temperatures since the industrial revolution.

Customers use cur market-leading volves and systems both

at the point of extraction and for processes such as fluid
catalytic cracking, which is part of the refining process to convert
oil and gas into fuel products. We have deep expertise with a
technology known as HIPPS - which stands for high-integrity
pressure protection system. In an ol or gas field, a HIPPS skid
automatically cleses large valves within fractions of a second to
protect downstream equipment and pipework. Without a HIPPS
system, producers often resort to flaring - an inefficient method
of burning off excess gas — which releases millions of metric tons
of CO; and methane into the atmosphere every year. This is
costly on all levels, including in terms of reputational risk, as
companies come under increasing scrutiny over their emissions.
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New markets where our expertise can
support sustainable growth

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

- not only is it extremely efficient, it also creates blue hydregen
as a by-product, which can be further utilised as a base matenial
or energy source.

Right now, there's considerable momentum behind hydrogen
as a key component in the world'’s clean, secure energy future.
The technologies are there to decarbonise our energy sources
and industrial processes — the challenge is to bring down costs
to be able to grow them at scale. We ernbrace cur role in the
global energy transition. It's hard to find @ more compelling
example of our purpose of contributing to a Better World.

A turnkey green
hydrogen plant

Two British universities needed a low capex way to
praduce green hydregen for their hydrogen research
centres. We are providing both with an IMIVIVO
Electrolyser, which enables customers to produce
large guantities of green hydrogen from water
clectrolysis using renewable power, on site, ina
set-up no bigger than a shipping container,

Key IMI VIVO PEM
Electrolyser facts:

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

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

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

"We provide unique product solutions so our
customers in the oil and gas industry can safely and

"

efficiently manage extremely hazardous processes.

TN
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fundamental-imis-future

Breakthrough
Engineering
for a better
world.
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Creating value

Indoor Climate

We create intelligent heating

and cooling systems that
help our customers reduce

energy consumption, improve
building comfort and combat

climate change.

In the current energy and climate crisis, one of the most
powerful things IMI can do to reduce carbon ernissions is help
our customers reduce their energy consumption while
maintaning a comfortable indoor temperature.

Saving energy starts with helping our custormers to see where
and when theyre using the most energy - after all, there's

nothing more wasteful than heating or cooling an unused space.

Qur nnovative TA-Smart valve not only continuously measures
and adjusts energy flow but also provides vital (and continuous)
data feedback that customers can access through the cloud

to ensure their system is operating at optimal efficiency.

To demonstrate the importance of collecting data, we ran an
optimisation project at our foctory in Germany to reduce the
production hall's energy consumption. We installed TA-Smart
along with sensors measuring relative humidity, temperature
and CQ; levels. The combination of TA-Smart's technology,
our mobile app HyTune and our cloud platform HyCloud allowed
us to pinpoint where and when energy was being wasted.

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

a comfortable temperature.

This intelligent ecosystem led by TA-Smart is an excellent
exampie of how we're delivering Value Today to our customers
via innovative digital solutions that are critically needed in today's
economic and social climate.

Accelerating our growth in
smart buildings

A few smart bulldings aren't encugh on their cwn. The planet
needs to reduce its energy consumption. So our ambition is
to make new technologies readily ovailable, simple to operate
and offordable. It's the challenge of a generation that we're
embracing wholeheartedly.

A significant number of builldings across Europe will need

to make therr heating systems compliant with energy and
environmental legislation over the next 30 years. In 2022,

we were delighted to welcome Heatmiser, a leading UK
smart thermostatic control manufacturer, to the IMI family.
Heatrmiser's products enable heating and cooling in each room
to be controlled remotely via a smart phone. This acquisition is
a game-changing opportunity for IMlto use the strength of
our brands and market position to scale Heatmiser's offering,
making energy-saving technologies more accessible to
homeowners across Europe.
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Helping reduce energy
waste in Brazil

Reducing energy consumption and increasing the
efficiency of HVAC systemns is o global challenge.

The Teresina Shopping Centre in Brazil, is one of

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

the design matched the real environmental
conditions, the TA-Scope balancing instrument

was used to sot the system up correctly.

Key indoor climate facts:

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

» The renovation reduced energy consumption
by 28%

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

Sl
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High customer satisfaction

We have an international network of Hydronic Colleges, where
we share knowledge and develop new sclutions with customers
- it's just one of the many ways we offer our support. While

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

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

IMI Precision Engineering
specialises in the design and
manufacture of motion and
fluid control technologies whe
precision, speed and reliability
essential to the processes in wh
they are involved. IMI Precisiong
Engineering operates across three
principal business units: Industrigl
Autcmation, Precision Fluid OEM
and Transportation. Further
details on that segmentation;
and comparison with the 2021
results are available in Note 4. -

Beth Ferreira
Divisional Managing Director

Key brands 2022 financial [T —
highlights

Revenue

A f986m

2021: £836m

Adjusted operating margin®

s 185% f ..
70bps L] o Revenue by market

2021:17.8%

Statutory operating margin

Numb;r of employeesr N 13 2 o
130bps L] /O
5 '800 2021: 11.9%

2021: 5,400
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Key developments integrating well into the Group, and Qutlook
extending Lhe divisions product portfolio
» Strong sales growth of 18%, further into the attractive Life Sciences Based on current market conditions,
organic growth of 5% sector. The acquisition of CorSolutions, including the softening industrial

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

» Acquisition of Bahr completed,
expanding electric linear motion offering

2022 performance

IMI Precision Engineering had a strong
year, delivering organic revenue growth

of 5% and revenue growth of 18%.

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

to attroctive adjacencies; and our
continued focus on customer satisfaction,
achieving an industry leading customer
satisfaction score in the year.

Industrial Automation delivered strong
organic growth of 7% compared with
2021. We see continued underlying
demand for solutions that automate
processes in a competitive labour market.
The integration of Bahr, acquired in June
2022, has been progressing well and we
see a significant opportunity to scale
Bahr's innovative electric linear motion
system across our existing customer base.
Furthermore, Bahr's strength in less
cyclical markets, such as Pharmacy
Automation, increases the resilience

of IMI Precision Engineering.

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

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

at the end of the year. The business is

preduction environment, IMI Precision
Engineering 2023 organic revenues
are expected to be lower than in 2022,
with margins slightly higher.

a leading innovator in micro-fluid flow
control, will further expand growth in
this area by complementing the offering
from Adaptas.

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

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

£9m of incremental benefits in the year.

Growth has been supported by a
significant investment in people n the
year, with a specific focus on Growth
Hub and digital roles. We have seen
strong improvements in employee
engagement and Inclusion & Diversity
remains a priority.

IMI Precision Engineering also made
progress with initiatives that reduce

the environmental impact of its facilities
and operations. Selar panels are being
installed across our sites globally and we
are investigating opportunities to electrify
our vehicle fleet and roll-out integrated
energy management systems across
manufacturing facilities.

2022 2021 Change Organic vs 2021
Revenue £986m £836m +18% +5%
Adjusted operating profit® £182.6m £148.9m v23% 9%
Adjusted opi;rutfr;g m;rgin‘ 18.5% 17.8% - +70bps
Statutory operating profit £1301m £69 6m +31%
Statutory operating margin 13.2% 119%  +130bps ]

*See Note 3 for definitions of alternative performance measures and the references to reconciliations of these measures
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Operational review
IMI Critical Engineering

IM| Critical Engineering i

leading provider of flow

solutions that enable vitdl g

and process industries to'g

safely, cleanly, reliably, and
efficiently. Qur products contr

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 IMI Critical Engineering market
segmentation, and comparison with
2021, are available in Note 4.

Jackie Hv
Divisional Managing Director

Key brands 2022 financial Revenue by geography
highlights

. A NEs
M1 FL Revenue

~  *713m

2021: £691m

<IN INH

<IN T Jonzen R

Il ot o el Adjusted operating margin*
R rof o Lol

2. 19.0%

AN T ofl s

2021:18.1%

Stotutory operating margin

Rlumﬁé?of em;aloyees Fal 17 90/
190bps L o
3 . 100 2021: 16.0%

2021: 2,900
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Key developments

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

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

2022 performance

IMI Critical Engineering delivered another
impressive performance in 2022, with

organic order intake 12% higher than 2021,

I his reflects increased activity across our
Energy end markets, as well as a
significant contribution from the
division’s Growth Hub and Sprint Teams.

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

New Construction orders were 8% higher
on an organic basis, lorgely reflecting
increased Oil & Gas activity.

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

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

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

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

2% lower than last year, reflecting the
phasing of Qil & Gos projects.

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

Growth is supported by continued
investment in talent and development.
This is underpinned by o focus on Inclusicn
& Diversity, higher levels of employee
engagement and the introduction of
further commercial and leadership
development programmes. This
investment is also driving significant
improvernents in customer service,
with IMI Critical Engineering now
reporting an industry leading
customer satisfaction score.

IMI Critical Engineering also made
great progress with initiatives aimed

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

for hydrogen generation products.

2022 2021 Change Organic vs 2021*
Order intake £812m £712m +16% A%
Closing order book £627m £531m +18%
Revenue - £713m £691m 43% s 2%
Adjusted operating profit* £135.5m £125.0m +8% +7%
Adjusted operutin-g margin* 19.0% 181% +Q0bps
Statutory operating profit £127.7m £1107m +15%
" Statutory operating margin 17 9% 160%  +190bps o

Outlook

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

*Seea Note 3 for definitions of alternative performance measures and the references to reconciliations of these measures.
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IMI Hydronic Engineering

IM| Hydronic Engineghifi
leading provider of tegh
that deliver energy
water-based heating
systems for the residefHy
commercial building sectSi

Phil Clifton
Divisiondl Managing Director

Key bl‘dnds 2022 ﬁnanCial éevenue byrgreiography
< IMIPrcunmct ex highlights

Revenue
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2021: £339m

Adjusted operating margin*

r 203% f —— —
20bps L4 o Revenue by market

2021:20.1%

Statutory operating margin

Numbér of-a-;-mp!oyees N 2 0 2 O/
130bps . o
2 '000 2021: 18.9%

2021: 1,800
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Key developments

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

» Statutory operating profit up 10%

» Continued strong demaond for our
energy saving solutions

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

2022 performance

IMI Hydronic Engineering's premium
products play an important role in helping
customers meet their environmental and
sustainability goals, delivering optimal
energy efficient heating and cooling
solutions to the residential and
commercial building sector. With its
strong brands and product positioning,
combined with the global imperative to
reduce energy consumption in buildings,
IMI Hydronic Engineering is positioned to
deliver sustainable, profitable growth.

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

Adjusted operating profit increased 5%
on an organic basis versus the prior year
and adjusted operating margin improved
to 20.3%, an increase of 20 basis points,
reflecting the quality of the business.

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

This investment is accompanied by a
centinued tocus on customer experience.
IMI Hydronic Engineering reported a
customer satisfaction score benchmarked
as industry leading, despite the continued
supply chain pressures.

The acquisition of Heatmiser, completed
in December 2G22, will accelerate the
division's growth in smart buildings.

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

IMI products.

The division I1s also actively progressing
initiatives to reduce complexity and
simplify business processes for growth.
Back-office functions are being simplified
and standardised and a Business Service
Centre is being implemented to centralise
activities where appropriate.

In addition to playing an important

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

2022 2021 Change Organic vs 2021

Revenue £350m £33%m +3% +4%

Adjusted operating profit* €711m  £681m 4 R

Adjusted operating margin* 203% 201%  20bps
Statutory operating profit £70 6m Eb&.1m +10%
Statutory operating margin 20.2% 18.9% +1306ps

Outlook

Based on current market conditions,
IM| Hydronic Engineering 2023 organic
revenues and margins are expected
to be higher than 2022

“See Note 3 for definitions of alternative performance measures and the references to reconciliations of these measures.
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IMI delivered another excellent
financial performance in 2022,
with increased organic revenues,
adjusted operating profit and
margins in all divisions.

Daniel Shook
Finance Director
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Key highlights

Adjusted® Statutory

022 ” 2021 Change Oréunk" - 1022 202i - Change

Revenue £2,049m £1,866m +10% 4% £2,049m £1,866m +10%

Operating profit £364m £318m  +14% 18% £298m £251m O a%

Operating margin 17.8% 17 0% +80bps - 14.6% 13 4% +120bps

Profit before tox £346m £307m 13% £285m £245m L%

Basic EPS ' 105.5p 92 0p +15% 87.6p 735p +19%
Operating cash flow? £290m £274m 6% £336m £327m 3%

Dividend per shore 25.7p 17 +8% 25.7p B «8%
" Net debt: adjusted EBITDA 1.8x BT o S

! Excluding the effect of adjusting items as reported in the iIncome statement. See Note 3 for definitions of alternative performance measures,
2 Adjusted operating cash flow, os described in Note 3 to the financial steterments Statutory measure s Cash generated from operations os shown on the cash

flow statement
3 After adjusting for ccquisitions, disposals and exchange rotes (see Note 4}

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

A table summarising the reconciliction of adjusted measures

to statutory measures 1s included in Note 3.

Third year of profit and margin
improvement

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

to £2,049m (2021 £1,866m). Organic revenue was 4% higher
than the prior year, after adjusting for acquisitions, dispesals

ond exchonge rate movements. The exchange rate adjustment
was positive £67m.

Adiusted operating profit of £364m (2021: £318m) was 14%
higher than last year. On an organic basis, adjusted operating
profit increased by 8%.

The adjusted operating margin was 17.8% (2021: 17.0%). All three
divisions grew adjusted margins in the year, supported by revenue
growth, the benefits of ongoing restructuring programmes and
value-pricing initiotives. Statutory eperating profit was £298m
(2021: £25Tm), which increased 19%.

Adjusted net financing costs on net borrowings of £19.2m

(2021: £12.1m) was higher as a result of recent acquisitions

and increases in base rates and includes the impact of £2.8m
(2021: £2.8m) interest cost on leases. Statutory net finance costs
were £12.8m compared to £59m in 2021, reflecting the higher
net financing costs.

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

Statutory profit before taxation increased 16% to £285m (2021
£245m) reflecting growth in the year and the Group's continued
execution of restructuring activities to improve customer focus
and long-term competitiveness. Adjusted profit before taxation
was £346m (2021: £307m), which was 13% higher than 2021
The total statutory prefit for the period after taxation was
£226m (2021: £196m).
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Adjusting items
Adjusting tems 2022 2021

£m £m

Reversal of net economic hedge contract losses/{gains) 3 (6)
Restructuring c(;sts un.d-;:ssoc.i;:tec.i Impairment losses ___(26_) {&40)
Loss gr;d\sposcl of subsidiary ) _-__ __ _- (A)
Acquired intangible amortisation and ether acquisition items (34) (18}
Exit from Russ;c; 3] -
G-oms ;m instruments measured at far value through profit S 75 5
or loss
Tax in connection with the above adpusting items 15 15
Chonge in UK tax rate _-_ (19}
?eléﬁsé éf Prior year provisions - 17

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

» Reversal of net economic hedge contract losses/gains: for
segmental reporting purposes, changes in the fair value of
economic hedges which are not designated as hedges for
accounting purposes, together with the gains and losses on
their settlernent, are included in the revenues and adjusted
operating profit of the relevant business segment. The
adjusting item reverses this treatment at an operating
profit level, leading to a gain of £3m (2027: £6m charge).

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

» Loss on disposal of subsidiary: following the disposal of M|
Interativa in July 2021, the Group recorded a loss on disposal
of £4m.

» Acequired intangible amortisation and other acquisitien items:
Acquired intangible omortisation is excluded from adjusted
profits, to allow for comparability of the performance across
divisions. We exclude amortisation of acquired intangibles in
our adjusted measure to provide additional information on
the impact of our acquisition strategy. We note that the trading
results of acquired businesses are included in the adjusted
results. Acquired intangible amortisation increased to £30m
(2021: £15m). Other acquisition costs of £4m (2027 £3m)
primarily relates to professional fees associated with the
acquisitions of Bahr, CorSolutions and Heatmiser.

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

Gains on instruments measured at fair value through profit or
loss: o gain arose on the revaluation of financial instruments
and derivatives under IFRS 9 of £5m (2027 £5m gain).

Taxation: the tax effect of the above items has been recognised
as an adjusting item and amounts to a £15m goin {(2027: £15m
gair). In 2027, two adjusting tax items arose that were not
repeated in 2022 First, the impact of the Group's deferred tax
liabilities of the increase in the UK corporation tax rate to 25%
with effect from April 2023, was o charge of £19m. Second, a
gain of £1/m was recorded due to the release of provisions in
respect of prior years which were no longer expected to arise.

Complexity reduction continues to
deliver benefits

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

£m 2022 2023 2024 2025
Restructuring charge
{including impairment losses)
Ml Precision Engineerng @ es ab -
IMI Criticat Engineering - 8 (35) (5)
IMI Hydronic Engineering (1) - - -
Total (26) (36) (46) (5)
Cash impact {43) {35) (32) 5)
Incremantal annual benefits
MIPrecision Engineering v T3
_ M Cnti __!_E_ng_\_n_e_erlr;g- 4 3 6 6
IMI Hydronic Engineering 1 -
Total benefits 13 20 13 v

* Future looking forecast information

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

The restructuring programme contributed £13m of benefits

in the year, exceeding the previously reported target of £10m
due to an acceleration of the programme benefits. Including

2022, the total cost of the programme to date is £144m and
benefits of £84m.

Significant prejects are expected to be complete in 2024,
although the Group will always seek and execute on opportunities
that improve its competitive position.

Taxation

The adjusted effective tax rate for the Group increased to 21.3%
(2021: 20.0%) reflecting o one-off tax credit in 2021. The total
adjusted tax charge for the year was £74m (2027 £61m) and the
statutory effective tax rate was 20.7% (2027: 19.7%). The Group
seeks to manage its tax affairs within its core tax principles of
compliance, fairness, value and transparency, in accordance
with the Group's Corporate Tax Strategy which s available on
the Group's corperate website. We are expecting the adjusted
effective tax rate to increase to 22% in 2023, reflecting the
increase in the UK statutory rate of corporation tax from

19% to 25% with effect frem 1 April 2023.

Statutory basic earnings per share
increased by 19%

The average number of shares in issue during the period was
258m (2021 267m), resulting in adjusted basic earnings per
share of 105.5p (2021: 92.0p), an increase of 15%. Statutory
basic earnings per share increased by 19% at 87.6p (2021: 73.5p)
and statutory diluted earnings per share increased by 19% at
872p (2021: 73.2p).
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Maintaining continued cash discipline

Movement in net debt 2022 2021
£m £m
Adjusted EBITDA* 457.0 403.5
Working cabitul rﬁﬁvemeéts B (875 1) (50 6)
Caopital and development exﬁendlture 71 3) (57 5)
F-’rows-io.ns and employee benefit mavements™” ’ 1.5 05)
Principal elements of lease poyrv;nents (323) (300}
Other 202 90
Adjusted operating cash flow*** 290.0 2739
‘Adusting items (526)  (356)
Interest (192) (12D
Der-wntwes 7 (8.6) 726,4
TToxpad ' Tuss G509
Additienal pensior-:.schen;e fundu%g - ?5_)_ (70}
Free fi’.’.‘ flow before corporate activity 157.5 194.7
Dividends pc-\d_ié_eqdi:cy iqreh?E?rs _(655 (618)
Acquisition/disposal of subsichares EZE_S)_ ““(203-5)
Né;;aurcﬁc;é of own shares and share buyback prog;amme ) (18.8) (225 &)
Net cash flow (excluding debt movements) (136.8) (296.5)
Reconciliation of net cash to movement
in net debt
Net mcrease/(decn:ease) in cash and cash equivalents 11.0 (86.7)
axeluding foreign exchange
Less: cash ccqulréd/dlspoged (lﬁ.b) (1.8)
Net drawdown of borrowings exclud\-r.;g foreign exchange (137.8) (208.0)
and net debt disposed/acquired
Increase in net debt hefore acquisitions, disposals and (136.8) (294.5)
foreign sxchangs
Net cash ucquw-c-:d/dls-pcsed _100_
Curren& trunslﬁtlon differences (50 6) {4 5)
Mo;ement ;n lease lebIlItlES 7 (118) {56)
Movement in net debt in the year (189.2) (306.6)
Net debt at the start of the year (6?;2 8) (316 2)
Net debt at the and of the yeor (812.00 (622.8)

* Adjusted profit after tax (£272 4m) before interest (£17.7m), tax (£73 7m),
depreciation (£74 2m), amortisation (£18 5m) and impairment {(£0 5m)

** Movement in provisions and employee benefits as per the statement of
cash flows (£13.8m) odjusted for the movement in restructuring
provisions (£15.3m)

*** Adjusted operating cash flow s the cash generated from the operations
shown in the staternent of cash Flows less cash spent acquiring property,
plant and egquipment, non-acquired intangible assets and investments; plus
cosh receved from the sale of property, plant and equipment and the sale
of Investments, excluding the cash impact of adjusting items, a reconcilation
15 Included in Note 19.

Adjusted operating cash flow was £290rm (2021: £274m).

This represents a conversion rate of total Group adjusted
operating profit to adjusted operating cash flow of BO%

(2021: 86%) largely due to increased working capital to support
effective supply chain management. There was a £53m cash
outflow from adjusting items (20271 £36m outflow) primarily
related to restructuring costs.

Net working capital balances increased £85m due to an increase
in receivables of £39m as a result of the growth and an increase
in inventory of £47m to maintain service levels to customers

in ight of the continuing supply chain challenges, partly offset

by an increase in payables of £1m. The increase in 2021 of £5Tm
was due to an increase in receivables of £44m and an increase
ininventory of £37m partly offset by an increase in payables

of £3Tm.

Cash spent on property, plant and equipment and cther
non-acquired intangibles in the year was £71m (2021: £58m)
which was equivalent to 1.2 times (2027: 1.0 times) depreciation
and amortisation thereon.

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

Research and development spend, including capitalised
intangible development costs of £6rm (2021: £5m), totalled
£68m (2027: £54m) representing 3.3% (2021: 2.9%) of sales.

The Group continues to support investment in growth with

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

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

In 2022 the Group paid cash tax of £42m (2021 £51m) which
was 66% (2021 83%) of the adjusted tax charge for the year.

Dividends paid to shareholders totalled £62m (2027 £62m),
and there was a cash outflow of £19m (2021: £26m outflow)
for share purchases to satisfy employee share options. There
was no cash outflow associated with share buybacks in 2022
(2021 £200m).

Overall net debt increased by £189m in 2022 (2021: £307m).

Strong balance sheet continues to
provide strategic opportunity

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

The year-end net debt to adjusted EBITDA ratio was 1.8 times
(20271: 1.5 times). At the end of 2022, loan notes totalfled £546m
(2027: £353m), with a weighted average maturity of 4.6 years
(2021: 4.3 years) and other loans including bank overdrafts
totalled £294m (2021 £271m). Total committed bank loan
facilities available to the Group at the year-end were £300m
(2027: £300m), of which £100m (20217: £70m) was drawn.

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

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

to £57m (2021: £46m), with the main capital expenditure
focused on production facility investrment to support operational
efficiency and growth. Including capitalised intangible assets,
totol capitat expenditure was £71m (2021: £58m) and was 1.2
times (2021: 1.0 times) the depreciation and amortisation charge
(excluding acquired intangible armortisation and lease asset
depreciation) for the year of £60m (2021 £56m}.

The net deficit for defined benefit obligations at 31 December
2022 was £19m (2027 £63m surplus). The UK surplus was
£28m (20217; £129m surplus) with the liabilities now fully
bought-in and ne future funding requirements expected.

The deficit in the overseas funds as at 31 December 2022
was £47m (2021 £66m deficit).
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Return on invested capital ('/ROIC")

The Group uses ROIC as an indication of IM|'s ability to deploy
capital effectively. The Group's definition is Adjusted Operating
Profit after tax divided by Average Capital invested. Capital
invested 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 12.7% in 2022 (2021: 13.2%) which decreased by 0.5%,
reflecting the impact of recent acquisitions that have increased
our invested capital at the year end, though we do not see the
full year benefit of the profits until 2023,

Return on invested capital 2022 2021
£m £m
Adjusted Operating Profit 363.8 3181
Notional Tax charge (77.5) (63 &)
Net Adjusted Operating Profit ofter tax 284.3 254 5
Net Assets 905.4 7791
Adjusted for
Net debt 8120 6228
Restructuring provision T 17.8 316
Net derivative assets/liabilities o aw @
Net defined pension benefit 189 (62 5)
Deferred tax on employee benefits (5.0) 139
Previously written-off/impoired goodwill 3469 3469
Acquired intangibles amortisation 2665 3115
Closing capital invested | 24808 20396
Opening capital invested 2,039.6 18181
Average capital invested 2,250.2 19289
Return on invested capital 12.7% 13 7%

Three strategic acquisitions in the year in
attractive growth markets

The Group completed three strategic acquisitions in 2022

» On 9 June 2022 the Group acquired 100% of the share capital,
and associated voting rights, of Bahr Modultechnik GmbH
for cash consideration of £88.3m. Bahr is a leading provider
of highly configured modular electric linear motion systems,
based on a broad portfolio of specialist components and is
based in Luhden, Germany

» Qn 27 Octeober 2022 the Group acquired 100% of the share
capital, and associated voting rights, of CorSolutions LLC for
initial cash consideration of £7.5m and an expected earn-out
of £3.6m. CorSolutions is a leading innovator in micro-fluid
flow control, based in Ithaca, New York.

» On 23 December 2022 the Group acquired 100% of the share
capital, and associated voting rights, of Heatrmiser UK Ltd for
initial cash consideration of £117.5m, with up to a further
£8.0m payable based on future financial performance.
Heatmiser is a leading UK smart thermostatic control
roanufacturer and is based in Blackburn, England.

Disposals

The Group disposed of its Russian subsidiary IMI International

LLC on 27 May 2022 for proceeds of £nil resulting in a loss on

disposal for the Group of £4.8m after disposing of £3.3m of

net assets and incurring £0.9m of associated disposal costs, ,
In addition, the exit resulted in a £4.2m impairment of assets

related to Russian contracts.

Foreign exchange

The income stotements of overseas operations are translated
into Sterling at overage rates of exchange for the year, balance
sheets are translated at year end rates. The most significant
currencies are the Eure and the US Dollar - the relevant rates
of exchange were:

Average Balance Sheet
Rates Rates
Foreign Exchange 2022 2021 2022 2021
Euro 117 1.16 113 119
US Dollar 1.24 138 1.21 135

The maverment in average exchange rates between 2027 and
2022 positively impacted both revenue and adjusted operating
profit by 4% in the full year when compared to 2021,

If average exchange rates for Januory 23 of US$1.23 and €114
were projected for the full year and applied to our 2022 results, it
is estimated that both revenue and adjusted operating profit
would be 2% higher.

Treasury

IMI has a centralised Treasury function that provides treasury
services ta Group companies including funding hquidity, credit,
foreign exchonge, interest rate and base metal commodity
management. The Group Treasury function manages financial
risks in compliance with Board-approved policies. Further details
of the Group's financial risk management are included 1n Note 18.

Continued disciplined approach to
capital allocation

The Board determines the appropriate capital structure

for the Group, specifically how much cash is raised from
shareholders (equity) and how much is borrowed from financial
institutions (debt} 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 announcing results in the
context of its ability to continue as a going concern and deliver
its business plan.

At 31 December 2022, M ple {the company) had distributable
reserves of £282m (2021 £2%4m).

Daniel Shook
Finance Director
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[O:I IMI Precision Engineering —
Shanghai, China
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Stakeholder engagement

Why do we engage?

Building strong and positive relationships 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 on affected stakeholders, balance
competing interests and where appropriate,
engage directly with them on the topic.

[O] IM{ Precision Engineering ~
_| Farmingten, USA
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Qur stakeholders

Their priorities
» Health, wellbeing and safety at work

» A positive and inciusive culture which values the unique contnbution
of individuals and supports their diverse waorking needs

» An environment that engages all employees in creating our future

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

» Rewarding tontnbution - which celebrates our people for their part
n our growth

How do we engage

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

» Leadership calls, conferences, town hall meetings

» Through our communicatiens platform Workplace — sharing IMI
news, celebrating our people and their contribution across all
geographies and jevels

» Proactive engagement at local level to discuss key topies
including when restructuring changes affecting the workforce
are being considered

» Anonymised all employee survey to understand the views of our
people Focus groups have been estoblished to review findings,
conduct deep dives Inta key topics and consult on proposed follow
vp actions

» Certatn employees frormn a number of sites have been invited to
meet the Board te discuss their career paths and asprratiens

» Inclusion of 'Hey! Thot's Not QK! workshop on tackling
inasppropriate behaviour as part of our 2022 IMI Way Day

» Feedback from certain employees via a materiality survey which
has contributed towards our overall ESG strategy

Ovutcomes of engagement

» 2022 Employee Engogement Score: 80% of employees would
recommend Ml as a great place to work (2027, 77%)

» 36% reduction in serious health and safety incidents
» Pay rises ond cost of Iving support
» New Code of Conduct refreshed and introduced across the Group

2023 priorities
» Drive progress around wellbeing

» Advance our Inclusion & Diversity commitments

Further information

» Health and Safety - see page 64

» IMI Way Day - see pages 14 ond 59

» Employee engagerment - see pages 14, 58 and 110

» Training and development — see poges 15 ond 60

» Code of Conduct - see page 53

» Employee benefits and pensions ~ see puges 14, 59 and 129

Their priorities
» Value enhancing products and services

» New products to help meet sustainability requirements
» Access to engineering expertise
» Warld-class customer service

» Long-term partnerships

How do we engage

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

» Ongong relationshp management at strategic, sales and technical
engineenng levels

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

» Increasing use of digital platferms to drive knowledge shoring,
customer networking and relationship bulding

» Sacial medio - including building customer communities
» Participation 1n relevant trade ossociations and industry bodies

» Locating facilities nearer to customers ih the most attractive
growth markets

» Direct customer engagement with the Boord through events such
as the opening of our new IMI Remosa site

QOutcomes of engagement
» Market-led product development

» Improved net promoter scores across all divisions

2023 priorities

» Maintain strong customer service levels and manage supply
chain ¢hallenges

» Continue to apply our engineering knowledge and applications
expertise Lo solve key customer problems with innovotive solutions

» jmplerment digital tools te iImpreve customer experience

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

Further information
» Our Growth Hub programme - see page 61

» Exarmples of digital platforms that drive knowledge sharing,
customer netwarking and relationship building see pages 16 to 25

» Pages 7 and 8 of the Chief Executive's Review
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Investors:

o f,0

&7

Their priorities

» Trust

» Financial returns

» Strategy and execution

» ESG

» Effective capital allocation

» Belance of long-term versus short-term results

» Stewardship

How do we engage
» Annual General Meeting

» Active Investor Relations programme which includes regular
meetings with investors

» Engagernent with sell side-analyst community

» All Directors are available to shareholders including at the AGM

» Investor communications and corporate website

» Post onnouncerment roadshows for existing and potential investors

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

» Selected investors provided input into our materialty survey which
contributes towards our overail ESG strategy

Outcomes of engagement

» All 2022 AGM resolutions passed 88.87 - 99.77%

» Full year dividend payment increased by 8%

» Positive feedback on strategic progress from major investars

» Stable shorehelder base of long-term investors

2023 priorities

» Maintaining quaiity and frequency of investor and anatyst
engagement

» Evolve reporting to meet investor needs - ncluding understanding
their ESG priorities and disclosing against GR| standards

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

Further information
» Shareholder engagerment - see page 111

Their priorities

» Long-term partnerships

» Fair, prompt and timely payment
» Fair commercial terms

» Collaberative approach

How do we engage

» Ongoing commercial dialogue

» Supplier summits where appropriate

» Regular business reviews with preferred supplers

» Audits, due diligence and relationship management for
key suppliers

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

Outcomes of engagement

» Prompt payment of suppliers

» Strengthened relationships and resihence

» Minimal disruptions te customers from supply shortages
» Complance with our standards and polcies

2023 priorities
» Nowvigate current supply chain chollenges to ensure supply chain
resihence across the Group

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

Further information
» Supply chain management - see page 69

» Modern Slavery Act Statement, Supply Chain Code of Conduct
and Respensible Minerals Sourcing policy — see our website
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Our stakeholders

Community

Environmernt

Their priorities
» Positive scaal impact
» Employment opportunities

» Mimimised environmental impact in the locatrons where we operate
and on the global community

How do we engage

» Obtain market insights from adviser - Ricardo Energy & Environment
» Reporting i accordance with the Global Reporting Initiative

» Local community support and humanitarian activities

» University partnerships and Graduate Programme

» Educational workshops in local schools to inspire young people ocross
the UK to build a Better World

» Partnership in Germany with a local non-profit, community
organisatian, to offer people with learming disabilities access to the
regular labour market

» Active management of emissions and implementation of reduction
plans across IMI sites

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

Outcomes of engagement

» Further reduction in envitonrnental impact

» Increased environmental disclosure recognised through
CDP Climate Change score improving from C to B rating

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

2023 priorities
# Driving progress towards gur reduction targets

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

Further information

» Community activities - see page 59

» Environmental, Social & Governance section - see pages 46 to 79
» Environmental performance — see pages 70 to 79

‘Governments &

Regulators

il

Their priorities
» Compliance with applicable laws and regulation

» Tax mcome 1o support society
» Safe and responsible business practices

s Compliance with UK Corporate Governarice Code and Listing Rules

How do we engage
» Engagement in relation to specific 1ssues on an ad hoc basig

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

Outcomes of engagement
» Licence to operate

» UK Corporate Governance Cade Complonce

» Updated our Code of Conduct which includes compliance with local
laws and regulations such as anti-bribery laws

» Published our corporate tax strategy
» Integrated sustainability and chmate reporting on TCFD
» Climate transition plans

» ISSB standord integration

2023 priorities
» Maintaining positive relationships with governments and regulators

» Continuing to foster a culture of compliance

Further information
» Qur corporate tax strategy 1s available on our wabsite

» Corporate Governance Compliance stotement on pages
100 and 107
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s.172 statement

This statement is made to explain how our Board of Directors, both individually and together, have acted in the way they consider,
in good faith, would be most likely to promote the success of the Company for the benefit of its members as a whole and having
regard (umongst other matters) to factors set out in Section 172(1) (a) to (f) of the Companies Act 2004 in the decisions taken

during the year ended 31 December 2022.

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

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

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

b) the interests of the Company's employees

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

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

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

104 and 110 for more infermation abeout his role and activities.
The Board also meets a range of employees. When making key
decisions, the Board considers employees' views gathered
through engagement mechanisms and potential impacts

on the workforce, with Thomas and other directors (where
relevant), contributing any relevant employee insights during
board discussion.

c) the need to foster business relationships with suppliers,
customers and others

Custorner service and value are at the core of our business model
and strategy and are key to building a long-term sustainable
business. The Board moniters indicators of the customer
experience and welcomes the increased emphasis on the
customer which management is building.

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 page 69.

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

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

The Board approves and menitors the Group's plans to minimise
the impact on the environment. Our continued progress depends
upon the Board driving ESG initiotives and channelling
investment to projects with due regaord for the environment.
Further information an ESG matters appears on pages 46 to 79.

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

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

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

It 1s not always possible to provide positive outcomes for all
stakeholders and the Board sometimes has to make decisions
based on balancing the competing pricrities of stakeholders.
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The IMI Governance Framework describes Board level governance and how the Board delegates its authority. All Board decisions
are made with the Group’s long-term success in mind and, as can be seen from this Annval Report, the Board has regard to a broad
range of matters including the voice of stakeholders. Where appropriate, Board papers include a 5.172 assessment to support the
Board in its duties. The oversight and monitoring activity of the Board includes maintaining an understanding of key stakeholders

ond being receptive to the voice of stakeholders,

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

the course of decision-making.

Kay Board Our decision process Stakeholders considerad

decisions

in 2022

Our ESG The Boord reviewed and agreed our Creating o Better Gv=| Customers

Strategy World sustainability strategy described on page 8 and = During the year, the Board was informed about how a Better World lens

set the targets and ambitions stated on pages 49 and
50, This invelved a number of decisions being taken
which required the Board to engage with stakeholders
and toke account of informotion at seversl touchpoints
throughout the year Progress updates were provided
by the Head of Sustainability and relevant insights were
given by Thomas Thune Andersen The Board carefully
considered the output from the ESG materiality survey
which included feedback from senior members of the
leadership group, customers and ihvestors about the
relative importance of various sustainability focus
areds to support the setting of the Creating a Setter
World strategy. In July, the Boord engoged with
mermnbers of the Better World team wha shared detaifs
of progress made on socalintiatives. This session
generated detailed engagement on areas including
Inclusion & Diversity, health, safety and ervironment,
talent developrment, employee wellbeing, reward and
communications. The Board was also nformed abaut
site specific initiotives relating to CO:, waste and water
reduction. During a site visit to IM] Remaosa in October,
tha Board was given o dernonstration of the IMIVIVD
electrolyser, a turnkey solution capable of producing
green hydrogen from renewable energy sources ond
details of ESG related activities ond investment at the
new site In February, the Remuneration Cormmuttee
alse considered and agreed the inclusion of a clmate
refated metric within the executive remuyneration
structure thus formalising the inkage of our executive
remurneration outcomes to our Better World purpose.
Through our Creating a Better World strategy, we

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

Q

3o
3o
3o

is applied to the developrment of products and solutions to help customers
meet their sustanability targets. The Board was provided with customer
feedback via the materiality survey resuits suggesting sustainability
strategy focus areas,

Employees

The Board receved g detailed summary of wellbeing and employee
engagement activities during @ number of touchpoints in the year.

The Board was provided with employee feedback vic the maternality

survey results suggesting sustamability strategy focus areas. Thomas Thune
Andersen also participated in a sustoinability strategy session delivered by the
Group General Counsel & Cermpany Secretary with members of our European
Communications Forum (ECF}, and engaged wath a number of ECF members,
In oddition, Thomaos received feedbock on sustoinability motters dunng his
employee engagement sessions, which are described in more detail on page
110 Asummary of key insights was shared with the Board

Suppliers

The Board receved information about carben amissions generated by cur
supply chain and heard about plans for engagement with supphers to reduce
carbon ernissions.

Investors

The Board was given feedback from imvestors wia the mateniality survey on
suggested sustanobility strategy focus oreas The Board received updotes
from iMV's Investor Relations team about engagement with investors on ESG-
related matters and engagement with external ratings agencies for example
CDP and MSCl regarding ESG perfermance and areas for improvernent.

Community & Environment

The Board togk into account feedback receved via the matenality survey
on suggested sustainability strategic focus areas ond enhanced its focus
on waste and water,

Government & Regulators

During o number of Audit Committee meetings, the full Beord recewved
vpdates from Deloitte obout guidance and expectations of the Financial
Reporting Councll and the requirements of the Financial Conduct Authority
regarding ESG strategy, targets, comphance and reparting. Wills Towers
Watsan shared regulatory and investor community expectations about ESG
targets in executive remuneration with the full Boord during a meeting of the
Remuneration Cormmittee
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Key Board Qur decision process Stokeholders considered
decisions
in 2022
Acquisition  In the highly competitive MEA environment, the Group ]  Suppliers
of Bahr successfully completed a number of acquisitions in 43 The Board had regard to the opportunity for suppliers to increase their
2022. The Board approved the acquisition of Bahr O—=DO business with IMI, which could deliver synergies for IMI. Bahr's suppliers
Modultechnik Holding Grnbh {"Bahr*), a leading can remain confident in IMI's financial strength and commitment to
provider of highly configured modular electric inear long-term partnerships.
motion systems, a secter which the Board considers
to be aligned with ity Better World strategy. Bahr has & Employees .
become part of IMI Precision Engineenng's industrial m The Board considered expected reactions from employees and the
automation unit. Bahr provides cccess to Better e broader career development opportunities from the enlarged industrial
World end markets such as pharmacy automation, autornation business
warehouse automation and robotics opplication. &= Customers
The Board also considered the longer-term growth = As part of the Board's decision making process, the Board assessed the
prospects of the enlorged Graup and potential returns. long-term commercial spportunities and considered that the combined
product portfolio of IMI and Bahr would provide customers with a lorger
range of solutiens and likely enhance IMI's contnbution to o Better Waorld.
The addition of Bohr will enable IMI Precision to deliver a power ognostic
offering of pneumatic and electric linear motion systems.
Sy Community & Environment
In successfully completing the acquisition, the Board was mindful of the
15 increased exposure to Better World end markets.
o 20 Investors
L‘%—;ﬁ]l! The Board took into account our broker’s opinions on the expected morket
reaction to the acquisition. The Board had regard to the opportunity that Bahr
is expected 1o be both margin and growth accretive to IMI Precision and the
acquisition is projected to deliver a financial return in excess of IMJ's cost of
capital by the end of year three.
Disposal Upon Russia's invasion of Ukraine, the Board quickly 2 Employees
of Russian discussed the impact on our colleagues and customers & & & TheBoard considered employees affected in the region first and foremost
business in offected regions. Following IMI's commitment to M The Board understood the impact this would have on employment for seme
cease ali new business in and international deliveries to of the workfarce, and was ossured by management that relevant groups
Russia, the Board decided to dispose of IMI's Russian would be consulted fairly in line with IMI's values and local law. Local
subsidiary to local management. The Board considered management took steps to ensure open dialogue with the local workforce
the complex and evolving situation inciuding ensuring and reduce adverse consequences for employees.
the ongoing solvency of IMi Russia. The Board was .
mindful of taking steps to do the nght thing and Gv=| Customers & Suppliers )
protect our reputation, complying with international = The Board was cognlsunt that continuing to suppoert local customers in Russia
sanctions and keeping our local employees within O was not right nor practical. The Bourd cgreed that the proposed transaction
Russia safe. would enable the business to continue supporting customers, The Board
I:IJ i D" was aware of the impaoct of the decision on our teams who worked hord

to maintain engoing dialogue with local custorners and manage custorner
axpectations in challenging circurnstances

Government & regulators

The Board recoanised the wider reputationgl considerations and agreed

that the dispesal would show IM['s commitment to discontinuing its Russian
business and would therefore promote the long-term success of IMI. The Board
took into account evalving laws, compliance with international sanctions and
banking covenants, We maintained communication with our banks to ensure
cempliance with our finance covenants,



Creating a BETTER WORLD

Qur sustainability strategy, Creating a Better World sets

out the most important priorities for our business and for
our stakeholders. This framework has been developed in
collaboration with certain customers, investors and our
people who were part of our materiality assessment proc
This involved completing a survey and ranking 42 sustomabl i,
issues in order of importance to our business. The responses
fed into the development of our board-approved ESG strategy
and helped determine our sustainability pillars. |
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Empowering™'
people
D Turn to page 56

We will develop and
empower people to
make an impact and
create a better
working world.

Responsible
business

D Turn to page 52

Operating responsibly and doing the right thing
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Sustainabléwi o
solutions

D Turn to page 66

We will engineer
solutions that help
our customers
become safer, more
sustainable and more
productive.

N

are the foundation of everything we do.

D Turn to page 70

We wiill play our part to
address climate change
by minimising the
environmentat impact
across everything

we do.
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Creating a BETTER WORLD

Our performance and targets

Empowering people

Measure

Target

Employee engogement

Employee engagerment, measured through the

One Big Voice survey, has increased from 77%
in 2021 to BO% in 2022. Employees see IM) as
a greuat place to work

Diversity
is 22%

Health and Safety

Percentoge of wormnen in mqncgement posntlons

‘I;otol éecérdob]e lncriden}: Fréquen;\cy Rate (TRIFR)

was 035, down from 0.56 in 2021

One Big Vaoice survey resuits for employees seeing
IMI as a great place to work to be >75%*

To have 25% of wornen in management across

the Group*
To rernain w1thm the top quurtne of sofety
performance for the industry sector

« Hedith and safety: ensure oif our employees are safe and supported at work

= Culture and employee engagement: create a culture where our employees con thrive :
. Tulemg uand people development: develop and empower people to make a positive impact an our business, cu

- and communities

. lndusmn & Dwersrty build & truly inclusive business where people are free to be themselves and that reflects lhe diversity

3 the socnetles in which we operute

Sustainable solutions

Our ambitions

Product performance

Maintain our membership with the London Stock Exchange Green Economy Mark. Continue to develop

our Growth Hub sustainable portfolio assessment and integrate current and emerging 'green’ taxonomy

definitions, in addition te our own Better World objectwes

Innovation

Ensurlng our R&D spend as o % of revenue remains ct a minimum of 3% and focusing all of our people

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

a better world*

Supply chain

Engogement w1th our supphers tu progress our Scope 3 reductron plcms

o Qur goals

s Produtt performance: optumlse product quallty ond performance fof our customers to help them reduce t’nem own emissions

L Operutionul excellenee mprove effi cnem:y cmd reduce waste

" Targets/ormbitions new for 2022

LEE HeAL bl

Qur i
priority v
b M
SDGs

Ernpleyee health

and wellbeing 1s of
utmost importonce
Our health and safety
policies and our
wellbeing intatives
are key to ensuring
high fevels of health
and wellbeing
amaongst our pecpie

5

GIADR
[ {EALRES]

We strive

for equity in
treatment of aur
people and have
made gender
diversity a business
priority and ensure
our development
programmes gre
avenlokle for ail

b help our custorners

We aim to provide a DCET W 8 We provide
solutions which EOOmOMIC GIOWTH 11 nng and

/J development for

reduce ther ali of cur people

emissions and ‘I and follow best
ncrease efficiency. practices n
providing good

working conditions.
and practices
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Climate action

Achievements

Targets

Our
emissions

QOur water
usage*

Waste*

Scope
&2

Total CO; intensity reduction of 25% from 2.78in 2019 to
2.05tC0Oqe per 1,000 hours worked on a location basis.

Absolute CO,e emissions redQctmn of 30% from 57,500t

(in 2019) to 40,480t

7 E;toblished total Scagéar:w};;iéas (os ot 31 December
2021) of 586,62 CCqe (see pages 78 and 79 for

Total water usage reduction of 596 fronn 203 44417

in 2020 to 193,457m* in 2022. Tota! water intensity
reduction of 7% from 10.8 in 2020 (m? per 1,000 hours
worked) to 10.0 in 2022

Total nen-recycled hazardous waste of 387 tonnes
in 2022

To reduce emission intensity to 139tCC.e per
1,000 hours worked {50% of 207? baseline) by
2030 on a location basis.

To be net zero for Scope 1 & 2 emissions by 2040
-;-I'o reduce totai Scope 3 emissi-or{s by25% by 2030
To be net zero for Scope 3 emissions by 2050**

To reduce water intensity to 9.7m per 1,000

hours worked (10% reduction compared to 2020
baseline} by 2030

Tc; re_duc_e ;:_otéi ;lon—recycled hazar}io;s W;ste
by 50% from a 2022 base by 2030

‘Our goalsg

" .« Emissions reduction: reduce environmiental impacts of our operoti.ons- on air, water and waste
» Climate change: minimise our impact on climate change and mitigating against the risks *.°

** Subject to further analysis and vakdation

Responsible business

Highlights

Code of Conduct

Reporting

Wellbeing

Enhenced Code of Conduct and associated online training introduced across the business, with further

onsite sessions planned in 2023

We will report in accordance with the GRI for the first time (see cur website for details)

New Ié;lpioyée Assistoh; Prégfcmmé launched in 2022

MSCI
[5G RATINGS

)

IMI is currently rated AA

(leader) for

MSCI

FTSE4Good

IMI has been ¢ member of FTSE4Geod since June 2027,
with an ESG score in the S4th percentile of our peer group

areas of focus
Long-term sustainable success:

NCDP

IMI responds to the CDP climate and water security
guestionnaires, scoring B and C respectively in 2022

BRI sl Our technologies help
improve efficiency in
many end appiications, Y
particularly in buldings
and infrastructure

LML FRY HE NI

projects

] HHRAER We aim to
IR angure equality
opporturities for

‘ —-— ’ all our people and
— adopt policies that
b promote greater
equality

Qur products
and solutions
help contribute
to mitigating
the effects of
chirmate chonge

Focusing on
ermissions reduction
and innovating for
improved product
efficiency ensures a
Better World for all
whether city dwelling
or rural based

13 o
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Our sustainability milestones

2020
# Established our Better World purpose
» Establishéd cur Better World team : ' . :
» Committed to halve our CO; intensity {(Scope 14 2) by 2030 compured to a 2019 baseline
» Appointed Thomas Thune Andersen as non-executjve director responsible for ESG
bE ¥ . ; -

2021 ° R |
. i .
» Appomted Lovise Waldek as the Executive sponsor for the Better Woﬂd team L
" Appomted a Head of Sustainability ¥ LR 3
» Met (and exceeded) the FTSE Women Leaders requ:rement for >33°/o of femule representutlon on both‘
and Execytive Committee
» Met the Parker Review requurement of at least one dwector froma mlnorlty ethm; group

» First ‘l‘CFD report published

the Better World team to include Seope 3 and governance and reportmg sub-committees
» Completed our materiality impact assessment wntll input from key stakeholders including employees.
» Assessment of Scope 3 emissions and inclusion of reduction plans with interim and net zero targets
» Developed and communicated our ESG strategy Creatmg a Better World to key stukeholders

. 2023 ;

C Begm product ussessment work to help ullghmen
2w inerease the vse of prodisct Life Cycle Assessmen P :
. » Dasign a sustdinabllity portfolio assessment for n-(urkets. risks und benef‘ ts
= Muterlullty assessment update to double muteriuljty . .
. »Update transution plans with Scope 3 emission
“. » Improve d{rd develop TCFD disclosures

= Achieve net zel'q ot for Scope 182 erﬁlssll:n#

Achieve net zero target for Scopo 3 emissions*” -

** Subjeet to further anclysis and validation
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[O:I IMI Critical Engineering -
Kobe, Japan

I:O M| Hydronic Engineering ~
Ljung, Sweden
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BETTER WORLD

Responsible
business

On pages 46 to 49 we describe what Creating o Better World.
means to IMl and how we approach key aspects of our ESG
agenda, Our ESG pillars are empowering people, sustainable -
solutions and climate action. We are committed to acting
responsibly. We seek to minimise or eliminate any negative

impact our businesses may have on our communities, our wider &

stakehoelders, and on the environment. We will play our part to
address climate change and protect the planet by minimising
the environmental impact across everything we do. We wiill
engineer solutions that help our customers become safer, more
systainable and more productive. We will develop and empower
people to make an impact and create a better working world;..
Breakthrough Engineering for a better world.

LO] IM| Critical Engineering -

Piacenza, italy




_ Intreduction Strategic R

Code of Conduct - e I

- Doing the right thing, always, is inherent . include Interncui Control Declarntlons " C
* inour purpose to deliver Breakthrough - ' :
-Engineering for abetter world. Integrity . compllance reviews, [
_is one of ourcorevalues and underpins - * to help instil the htghest stai'ldardso
everything we do. : C

Our Code of Conduct sets out the )
. standards our stakeholders can expect . .
.. from us and what we expect from .
~our peaple and our business partners. -
. InDecember 2022, we kxunched arevised >
. Code of Conduct (availablein our care -
spoken languages) and our people are
- completing tra:nmg to ensure they
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Qur ESG
framework

During 2022, we built on our four

step process (outlined in 2027} and
developed our ESG framework,
Creating o Better World. This approach
aligns to our purpose and provides

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

We have also adopted the Task

Force on Ciimate-Related Financial
Disciosures (TCFD)'s recommendations
for governance.

Creating a Better World
governance

» Led by the Chair and the Chief
Executive, there i1s Board level
commitment te develop o strategy
covering how we best deliver
Breakthrough Engineering for a
better world and how we report on
our progress - for all our stakeholders

» Qur senior independent, non-
executive director, Thomas Thune
Anderson, has designated
responsibility for ESG matters to
support the directors’ collective
responsibility to consider a wide range
of stakeholder perspectives and drive
IMI's ESG agenda when arriving at
Board decisions. His role and relevant
experience is described on page 96

The Board set our Creating a Better
World strategy and cur ESG priorities.
The Board is responsible for the
impact of cimate-related risks and
opportunities. For full details of
activities carried out by the Board

in the year, see pages 106 and 107.
The Board receves updates
throughout the year on progress on
emissions reduction targets (Scope 7,
2 and 3). The Board determines risk
appetite regarding climate-related
risks. The Board reviews principal risks
biannually and reviews the
effectiveness of internal controls
annually. The Board also hotizon scans
for emerging climate-related nisks

Strategy execution is delegated to
the Chief Executive, supported by
the Executive Committee. The
Executive Committee 1s fully engoged
with ESG matters and Louise Waldek
is the IMI Executive sponsor for the
Better World team The Executive

Committee monitors and reviews
ESG progress, climate-related risk
manhagement processes and reviaws
biannually a detailed analysis of the
Group's risk profile including
supporting divisional data

Divisional leadership implements the
Creating a Better World strategy.

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

Qur Head of Sustainability leads the
Group's Better World team which is
cornposed of senior representation
from around the business, each with
a different perspective and expertise
n ESG matters

During 2022 two sub-committees
of the Better World team were
established:

- Scope 3: Afocused group of key
individuals involved in establishing
what our Scope 3 emissions are
and development of a strategy
to reduce Scope 3 emissions

- Governance and Reporting:
A selected group of employees
involved in coliating and organising
our data and regulatory responses
required for key internal ond
external sustainability reporting

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

Better World sub-committees met
rmonthly throughout 2022 and made
progress in these areas: our Scope 3
data capture and disclosure (see
pages 7C to 75), strategy; our internal
and external governance; and reporting
requirements. This included providing
clarity to the Group on the increasing
external governance landscape and
the key third parties involved.

We also have a dedicated
management committee with
responsibiiity for charitable
donations, humanitarian support
and sponsorships.

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

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

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

We glso carried out a review of the
criteria within leading sustainability
reporting standards.

Global Reporting
initiative (GRI)

To strengthen our reporting and give

a greater leve! of transparency, we are
disclosing in line with the GRI Standards
for the first time. We have now
developed a framewaork to capture

the required data across the various
ESG categories to align with the GRI
Standards. We will also continue to

use the CDP to report Greenhouse

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

We fully appreciate the importance

of data reguired to provide robust

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

‘in accordance” with GRI. We have
disclosed (on our website) our material
issues (including cur materiality impact
assessment matrix) that are most
important to our stakeholders as
identified by the materiality assessment
conducted earlier this vear, described
on page 8 of this Annual Report. We
wilf continue to invest in systems and
processes to help us with our reporting
reguirements in this key area. Our
website includes o comprehensive
index which maps our maternal items
against the required GR! disclosures.
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Board

Chief Executive
Non-executive director with designated Communicating
responsibility for ESG strategy through
the organisation
N
Executive Executive sponsor for Better World team
Divisional Managing Directors
Better World Head of Sustainability
team IMI Precision champion
IMI Critical chompion
IMI Hydronic champion
Head of Health, Safety & Environment
Group Financiol Controller
Head of Risk v
Head of Engagement & Communications Communication
Head of Global Wellbeing of activities and
initiatives

Governance team
Investor Relations Analyst

Résponsibility

To approve the Creating o Better
World strategy and ensure ESG issues
are considered as port of the Group's
purpase, strategy and objectives.
Oversees progress against targets,
Assesses climate-related risks

To set direction and ESG focus areas
relevant to M|

To cversee ESG initiatives and provide
regular updates to the Board

Making sure the right people and resaurces
are in place to achieve our ESG objectives

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

Responsible for recommending ESG
strategy, developing plans for its
implementation, and estaklishing
structures, measures ond validation plans
thaot deliver to Group targets. Routinely
reports to Board and Executive
Developing external and internal
communication plans in parallel to

the above

Managing IMl's relationships with external
consultants and agencies

How we approach ESG

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

[O:l IMI Hyd ronic
Uung, Sweden

Trare!
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BETTER WORLD

Empowerin
people

We will develop and empower people to make an
impact and create a better working world,

Our people are critical to delivering our purpose of
Breakthrough Engineering for a better world.

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

Our values remain the backbone of our business — customer
intimacy, integrity, playing to win and one big team guide all
our interactions and inform our decisions,

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

[_O;’ iMI Precision Engineering -
L Shanghai, China
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Culture and
employee
engagement

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

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

Over the last year we have shared more
about ‘who we are and what we do’
with our stokeholders to showcase

IMI @s a purposeful and progressive
business. Our corporate website now
includes regulor updates that bring to
life our culture through the use of ‘procf
point’ storytelling of cur people and
products, and we have embraced
multiple social medio channels to reach
future talent. The Executive Committee
has sponsored ¢ ‘Big Piay on Talent’
initiative focusing on talent attraction,
talent visibility and talent development.
This has resonated positively across the
whole organisation.

Workplace, our internal
communications platform, continues
to provide all emiployees the ability to
connect and collaborate every day.
We have been focused on engaging
front line workers with a number of
supported site pilots; those that have
participated are now featuring in our
top ten most active locations. This
platform continues to provide a
channel te showcase our purpose,
strategy and values in action.

Our global employee survey, One Big
Voice, is now in its second year in this
format and is a great way to engage
with our colleagues. The survey is
translated into our core 12 languages
and the results are analysed locally with
sites creating specific action plons for
improvement that are signed off by
divisional HR Directors, We are pleased
to report that our key metric to
measure employee engagement
increased to 80% in 2022, up from
77% the prior year {our new
engagement measure is outlined on
page 12}, reflecting the cngoing efforts
and investment being made to ensure
that IM| hos a positive culture and js a
great place to work.

IM] Precision Engineering -
Farmington, USA
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IMI Way Day

Front and centre of our engagement
opproach is the IMI Way Day. It
provides the opportunity for every
site and every team member to corme
together for one day and celebrate
their part in creating a Better World
for our customers, ocur people and our
communities. Taking time to pause,
reflect and contribute to our business
priorities, talk to each other about
what really matters to us all at IMI,
and give snmething back to our
commmunities are core drivers of
engagement for our business - and
essential ingredients of a purpose-led
organisation.

In such a demanding world, the IMI
Way Day is protected time to examine
our purpose and our connection to it.
It's essential to identify and celebrate
how each division, each site and each
individuol contributes to cur growth
and our purpose. This year seven of
our sites were featured in video stories
showcasing the part our people are
playing in creating a Better World -
from our assemblers to our line
operators, our machinists to our [T
team. A key highlight was showcasing
our values in action and the work our
team in Poland has fed to support the
humanitarian crisis on

their doorstep.

Community engagement

The IM| Way Day enables our
employees to engage in volunteering
activities which contribute to our local
communities. Cormmoen activities
included assisting ot local food banks
and helping clear and tidy local parks
and woedlands for local residents to
enjoy, in addition to raising and making
direct contributions to local charities.
In 2022 over 4,000 employees
volunteered a total of over 10,000
hours. We ensure that all activities
align to ot least one of the 17 United
Nations Sustainability Development
Geals. In 2022; activities aligned to
life on land; zero hunger; good health
and wellpeing; and climate oction
amaongst others.

In addition to the local community
initiatives that take piace across

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

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

Weltbeing

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

Employee representation

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

was attended by employee
representatives from all of our key
European gecgraphies. The annual
ECF is an important opprrtunity 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.

This year we have also engaged
with a cross-section of employees
in focus groups en topics including
communications and engagement,
talent attraction {especially early
careers), ond talent development
cpportunities.

Leadership engagement

QOur focus on Leadership Engagement
has continued with our Playing to Win
leadership conference at the beginning
of the year and quarterly leadership
sessions araund our strategy, led by
the Chief Executive and Executive
Committee with our leadership group.
Key messages from these sessicns
are cascaded to all employees with

a specific focus on supporting

rmiddle management to understand
the company's purpose, strategy

and values.

Pay and benefits

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

as external factors like market
competstion and inflation. 2022

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

Talent was an Executive priority for
2072 and we have focused on three
workstreams: Talent Attraction,
Visibility and Developrment. This

has resonated positively across the
whole organisation, Our Inclusion

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

in engineering.

Talent gttraction

We are committed to attracting high
quality, diverse talent, through an
impactful and excellent candidate
experience. Doing this will ensure
that we continue to have a pipeline
of high-calibre tafent to deliver our
growth agenda. Excellent progress
was made in 2022 to improve our
attraction, recruitment and selection
and cnboarding processes.
Enhancements to our corporate
website and social media platforms
are bringing cur purpose and culture
to Iife and ensuring cur ‘'go-to-market’
strotegy demonstrates IM| to be on
employer of choice. We have
standardised our testing and interview
processes to support our hiring
managers and unconscious bias
training 15 also being rolled out to
further embed Inclusion & Diversity
best practice into our processes.
Digitalisation of our recruitment
process is also being invested in to
improve time to hire and improve

the candidate experience.

Talent visibility

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

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

focus on the talent assessment

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

Owing to success in recent years

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

Training & development

Developrnent remains a key enabler
to both engagement and retention
of talent and o core port of our talent
strategy. We have continued to invest
in IMl Learn, our e-learning platform
that is accessible to more employees
glabally with multi-language capability.
The varied content will support
personal development and begin

the journey away from a ‘push’
system of compliance traning to

one that is individually driven

for personal development.

Having focused development
programmes for our talent population
will ensure they are able to progress
and grow our business. Key to this
fvas been to reafign feadership
development to our Better World
growth ambitions and te engage

our leadership community in their

role to grow 1ML

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

w Qur successful Catalyst programme
for high-potential talent has
continued with a second cohort,
representing o gender balanced
group mare closely aligned in
experience level. This programme is
seeing excellent engogement and
will continue into 2023

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

We wont oll our people to see and

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

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

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

Growth Hub, IMI's innovation engine,
is @ hands-down commercial success.
Qur internally incubated Growth Hub
projects produced £23m of orders in
2021 and £52m of orders in 2022,
What makes Growth Hub even more
exciting for our future is the way the
process is already sparking a prefound
change in mindset at M|,

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

take advantage of newer, bigger
opportunities.

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

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

cultural transformation.

Experiments not projects

Testing assumptions to confirm them
or bust them fost is a skill that can

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

It drives us closer to cur customers,
keeping us tuned-in and alert to their
emerging challenges and needs. Rather
than the sense that we are inside M|,
communicating outwards towards our
customers, we're reversing the flow
and making communication more

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

of new insights and ideas.

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

Growth Huh is arming our people with
new skills that will help us navigate
uncertainty and it’s changing how
customers perceive us and we perceive
ourselves. It is securing our future as
adriving force behind our Better
World growth ambitions.
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lnclusion & Gur Inclusion & Diversity strategy continues to focus on four key areas:

Diversity
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A number of actions across these highlight many areas of diversity -
areas hove been taken during the including; Internotional Wormens' Day,
year. Firstly, and in line with our 1&D International Women in Engineering
strategic focus on Engagement and Day, PRIDE month, National inclusion
Development, programmes and Week and International Day of
videos have been developed on the People with Disabilities. This year
tapics of Tackling Inappropriate we also created ‘communication
Behaviour, Psychologicol Sofety for packs’ for site leaders to toke from
leaders. Also, a senes of 1&D related our internal communications
sessions run within teams, tackling platform and use within their sites.

topics such as what [&D means for
us as @ tearn, understanding and
tackling unconscious bias, actively
building in inclusion, and working
with cross-cultural inteligence
were introduced.

On the back of the PRIDE awareness
campaign, we are delighted that an
employee-led PRIDE network has
now been set up, with an Executive
spansor. The group comprises
colleagues from ocross the globe

In addition, the Inclusion & Diversity who are either part of the LGBTQ+
Working Group have been working community or wish to be allies.

in partnership with colleagues across Priorities to start with are:

Ml to embed I&D into key Business ottendance at PRIDE events,

as usual' practices. Our learning and awareness of LGBTGQ+
communications and engogerment culture and being a support network
plan, which supports our {&D on all things LGBTQ+ as well as
ambitions, has continued to drive sharing best practices.

events which educate, celebrate and

Frﬂ IM! Pracision Engineering -
[

—'_| Farmington, USA
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Work is also Uhderway to improve

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

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

not just the experiences of IMlemployees
from different backgrounds, but also
providing a great showcase for the
Growth Hub. We are establishing
stronger relationships with other
external engineering groups and
societies in order to promote IMI

ond attract candidates from different
backgrounds. This also included
conducting an |&D review and putting
new sections on the IM| website.

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

Women in senior leadership

Gender mix across the Group’

Female Female % Male Male %

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

Executive

Manogers 394 22% 1,397 78%
Leadership 32 18% 142 82%
group

All 3171 29% 7820 71%
employees

* eludhing egency 4nd contractors

We are targeting "'Women in
Management’ as our key metric for
improving gender batance in leadership
at IMI. This is defined as anyone who
oversees an drea of responsibility
involving planning, organising, leading
and/or directing the responsibilities of
employees. We measure this popuiation
to build the succession pool for
leadership roles. In 2022 it was 22%
and our target is 25% in 2023

** Does net include Heatmiser, acquired in December 2022

In 2022 the FTSE Women Leaders
Review published its first report and
recommendations — it is un independent,
voluntary and business-led initiative
supported by Government, aimed at
increasing the representation of women
on FTSE 350 Boards ond in their
Leadership teams. The FCA's new listing
rules in relation to diversity also came
into effect in April 2022 and will apply to
us from our 2023 financial year. Both the
review and the listing rules recormnmend
that at least 40% of the board should be
wormen and at least one of the senior
board positions should be a worman.

Qur Board currently has 38% female
rmembership, and our approach to board
diversity and succession is detailed in the
Governance Report. The FTSE Women
Leaders Review additionally
recommends that leadership teams
(Executive Cornmittee and their direct
reports) should be 40% wormen. As at
the time of submission, our leadership
team, as defined by the Review, was
29.4% female. We have made a gradual
but significant improvement over time,
but we know we must continue to do
more to reach the 40% aspiration.

In a sector where globally wormen are
underrepresented, this 1s challenging.

We continue to focus on the career
levels from Graduate Alumini through
to leadership roles to ensure that we
improve our overall gender diversity.
We are also focusing on our culture

and the policies that make IMI o leading
company in the sector for women to
work, 3o that we can attract and retain
talented women, particularly with
STEM backgrounds. And for our
non-engineering roles, we need to
actively consider the tolent pipeline and
how this can support and accelerate our
longer-term diversity aspirations.

Parker Review

It is five years since the publication of
the first report into the Ethnic Diversity
of UK Boards in 2017 by Sir John Parker
and the Parker Review Steering
Committee. For FTSE 250 companies,
the target is to have a person from a
minority ethnic group on their Boards by
Decemnber 2024. With these companies,
there has been good progress,
particularly in the last two years with
55% now meeting this target compared
to a small percentage in 2076, 128 out of
233 companies (55%) currently meet the
December 2024 target. Of these 128
companies, 25 companies have exceeded

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

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

Gender pay gap**

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

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

2022 mean gap™

18.3%

20.6%

Ethnicity pay gap™

This year we began collecting data

to analyse our ethnicity pay gap for

UK employees. Currently, there is no
statutory obligation for iMI to report
our ethnicity pay gap results althcugh
we will publish our full Ethnicity Pay
report alongside our Gender Pay report
on the IMIwebsite.

Data hos been voluntarily provided by
¢.40% of all UK employees, and we
have determined that IMI has a median
ethnicity pay gap in 2022 of 6.4%. These
results show a poattern that is seen more
generally in the UK, where employees
from some ethnic groups are under-
represented in roles that command
higher salaries. Our efforts will be
focused on how we can effectively
recruit and develop employees from
these under-represented groups into
higher paid positions.
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Health and Safety

i Precision Engineering —

employees trained
. during the year with
- g recognised sofety

Accountability

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

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

Prioritising heaith and safety and
keeping our employees, and any
individuai entering our sites, safe is

our number one priority. We take

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

& Environment reports directly to

the Chief Executive who has ultimate
responstbility for health and safety. The
Executive Committee reviews health
and safety matters every month and
regular reports are made to the Boord,

Safety priorities

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

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

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

HSE performance year on year.

Another prionty for 2022 was to
encourage all our employees to raise
and report hazards. As o result, we
have seen a significant incraase in
hazard reporting across the Group,
with a 29% increase year aver year with
30,722 total hazards raised. We also
track the closure rate of hazards to
ensure the risks are being removed.
During 2022 of all hazards raised, we
closed 93% within 30 days of being
raised, surpassing our target of 90%.

We have also produced and released
o suite of golden rules focusing on key
safety nisks. With clear infographics
and concise messaging, these posters
are clearly displayed 1n our facilities
and are issued with an accompanying
‘toolbox taik’ training pack. This ensures
our employees understand the rules
and the expected behaviours. Topics
have included: safe use of mobile
phones, handling chemicals, stair
safety, and hand safety. In 2023 we
have a communications campaign
planned to reinforce our safety cutture
across our business.

Investing in our people remains a top
priority. We are committed to ensuring
we have highly skilled, trained
employees especially those with safety
responsibilities. During 2022, where

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

18 of cur 51 manufacturing sites
ore accredited to IS0 45001, the
international standard for health
and safety monagement.
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OccUpotionaI injuries and recordability Our TRIFR includes all vyork—reloted iniuries greater thgn first
aid. This is also in line with OSHA and gives us the ability to

As o culmination of all of these activities, we have achieved benchmark against the industry sector for comparison.

a significant reduction of recordable accidents across the

Group year over year. This included 12 Lost Time Accidents This globally recognised annual normalised rate takes into

in 2022 vs 23 Lost Time Accidents in 2021, Our recordable account employee numbers and hours worked across the

accidents have reduced te 34 in 2022 compared te 53in 2021 Group. We include all employees, agency workers, contractors
and visitors in our accident reporting statrstics. There were

Qur Total Recordable Incident Frequency Rate (TRIFR) has no fatalities during the year.

also improved, decreasing to 0.35 in 2022 from 0.56 in 2021.
IMI remains in the top quartile of safety perfoermance within
the industry sector, however we remain committed to our TRIFR
ambition of an accident free workplace and HSE excellence.

Aligned with the Global Reporting Initiative (GRI), we report
our recordable work-related injuries using the methodology =
based on 200,000 hours (equivalent to 100 fulltime workers -
over a 1-yedr timeframe).

Total Number of recordable

Recordable work-related injuries o —

Incident = X 200,000 —

Frequency Number of hours T

Rate (TRIFR) worked = 0.59 057 056

o
M
a
=
<
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| Sustaina
solutions

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

Our products, services and solutions enable our customers to
improve their own sustainability and support their ambitions for
a Better World. Our products help our customers in five key
sectors which are Industrial Automation, Life Sciences,
Transportation, Energy and indoor Climate. In addition to our
owh emission reduction plans, we want our products to help our
customers reduce their own emissions and hence contribute to
creating a Better World.

The performance of our products is key to ensuring we deliver on
our purpose of Breakthrough Engineering for a better world. It is
paramaount to not only our own success in achieving our net zero
commitments but that of our customers and ather stakehclders
too, making a Better World for all.

[O IM3 Pracision Engineering -
Farmington, USA
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Strategic Report

Portfolio

We continue our work to focus on the sustainability impact of our products te
guide decisions concerning their development, whilst also working to increase

our understanding of their sustainability impact. Evaluating the sustainability

of our products at different stages of the product life cycle (materials and design,
production, consurmer use and end of life} is an important focus for us. In particular,
our Grawth Hub inttiative applies a Better World lens to ensure sustainability
remains at the heart of the process. We aim to expand this assessment so that

we can steer our portfolic towards an improved sustainability impact for our
customers’ markets and operations. It will also help capture risks and opportunities
related to the products in our portfolio. This insight wilt help shape our offering

and steer us towards a higher proportion of sustainable products and highlight
proeducts that are of future cancern, erther because of their raw material inputs

or application and end of life costs. Retrofit3D is an example of where we have
developed this assessment further using a life cycle assessment process to
understand the sustainability benefits of this product.

Performonce

What we do

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

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

Sustainability in action

Full Life Cycle Assessments also help
establish the impact of our products
for our custormers and the
environments in which they use our
products. Our dBX Shield™ valve was
initially developed to reduce noise levels
in gas pipelines and city gates which,
owing to expansion or urban areas, are
located closer to communities. Our dBX
Shield™ valve hos been effective ot
reducing noise whilst retaining ease

of maintenance and service.

The EroSolve Wet Steamn solution

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

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

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

Halo-B is a mechanical thermostatic
valve that ensures thermat comfort
and energy savings thanks to its
innovative tamper-proof temperature
setting system, which does not allow
the end-user to change it constantly.
This removes one of the many sources
of energy waste, as increasing the
temperature by as hittle as 1°C can
increase energy consumption by 6%.
Another benefit of the Halo-B 1s that
it is a liguid-filled thermostat with
high-pressure power and precision
control designed to last up to 15 years,
making it a sustainable long-term
solution that can stand the test of
time. The Halo-B is a product that
can help make the world a more
sustainable, energy-efficient place
and fits perfectly into our Better
World ambitions.

We are increasing our use of
Environmental Product Declaration
(EPD) processes. The EPD is a means
of identifying the ervironmental
impact of a product. It can also be
used as a benchmark in order to
improve the sustainability goals, and
to demonstrate a commitment to the
environment to customers. EPDs are
primarily intended to facilitate
business-to-business transactions,
although they may also be of benefit
to consumers who are envirenmentally
focused when choosing goods or
services. This project will deliver an EPD
based on life cycle assessment which
will be meeting customers’ and
authorities' demands for credible,
easily understandable and comparable
environmental information. The
underlying life cycle assessment is also
an excellent basis for further improving
the product’s environmental properties.
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Operational excellence

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

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

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

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

We continue to focus on reducing styrofoam material
used for packaging and use cardboard as an appropriate
alternative, We olso hove o strong focus on eliminating
single use plastics when packing and distributing our
products to customers.

In our manufacturing site in Fullinsdorf, Switzerland, we

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

leading to a 12% breakdewn reduction compared to 20271

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

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

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

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

Market-led innovation

We invest heavily in research and developrment. in 2022,
3.3% of our revenue was focused on R&D expenditure
(20271: 2.9%). We aim to invest above 3% of revenue
each year in mnovation and developing sofutions which
solve cystomer problems. Applying o Better World lens
to our Growth Hub process ensures we keep
sustainability front and centre In everything we do.

Our focus on hydrogen as g sustainable fuel has led

to a number of projects. This includes but is not limited
to supporting the developing hydrogen refuelling
infrastructure with manifolds and solutions that help
1o reduce both the capital expenditure and operational
expenditure of running a refuelling station. We are alse
working in the Transportation space with hydrogen fuel
cells to address the main challenges of performance,

a complex system and efficiency,

In the material hondiing space, Adaptix is the first fully
adjustable soft jaw. This patented product allows our
customers to reduce waste, and increase productivity,
with less inventory of soft jaws and fixturing. For a
machine shop focused on custom machining, using
Adaptix translates to an average ane hour saving per
day on set up time (10% time soving on a 10-hour shift)
when the machine can now be running. It would also yield
a 10% increase in productivity in machining, holding

a variety of part shapes without creating new jaws.
This heips our customers to increase throughput by
making what they need, when they need it, reduce
inventory and product/service lead time.

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

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

Supplier engagement is key to ensuring a sustainable
supply chain in the future. We have partnered with
Assent Inc to investigate suppliers for Corporate
Sustainability {Conflict Minerals reporting across all
three divisions) and Product Compliance (EU Reach,
Reohs, EU MDR, EU WFD, US TSCA and Prop 65).

Assent has supported us with product compliance
investigations across over 3,600 suppliers, covering
approximately 95,000 components that go into around
215,000 products. Whilst these regulations are detailed
and complex, 97% of our products are fully compliant.

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

To ensure we are ready to fully comply with the

German Supply Chain Due Diligence Act we launched

in Novernber 2022 online training for our procurement
teams on product compliance and human rights in the
supply chain, and reiterating our three key supply chain
policies (Supply Chain Code of Conduct, Modern Siavery
and Responsible Minerals}.

In September 2022 we launched the Solar Panel Sourcing
policy outlining the additional due diligence required to
prevent forced Uyghur labour in our supply chain {as

7 IMi Hydronic Engingering -
highlighted by the Uyghur Forced Labour Prevention Act). [O !

_j Erwitte, Germany

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

Case study

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

by 2031 (20% reduction target by 2026). Re-using heat
where possible from their processes and investing in self
generated electricity (via wind turbines) are further
examples of their commitment: to a sustainable future.

In addition, this key supplier have conducted their own
materiality impact survey and have implemented a
sustainability committee to drive their sustainability
agenda. We welcome this level of investment from our
key suppliers and look forward te continued collaboration
with Peekay going forward.

[‘,~\\1 {MI Precision Enginearing -
~ 1 rwin, USA
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BETTER WORLD

i Climate
action

Keeping our impact low

IMI has manufacturing facilities in 18 countries, and we are
committed to operating these facilities in o sustainabie way to
minirmise their impact on the environment by reducing energy
and water use, pollution, waste and single use plastics.

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

In addition to the central Better World team, all divisions have; E
a dedicated ESG lead and all of our manufacturing sites have’s,

a nominated environmental champion. This consistent approu&%
ensures we continue to develop and share best practice across %
the organisation, can collate site and divisional project plans and
monitor progress. Many initiatives and best practices are shared

vig our internal communications platform, Workplace. During 2022 ~
there were significant environmental initiatives either in planning,

in progress or completed stages, These projects are helping reduce
our environmental impact in areas that include; energy, water,
waste, single use plastic elimination, reduction in the use of
hazardous materials, installing renewable energy generation, and
heat recovery. In addition, in 2022 we purchased renewable energy
certificates to guarantee renewable energy supply covering 79%

of our electricity consumption. We aim to continue our investment

in renewable energy in 2023 demonstrating our commitment to

a Better World.




Intraduction Strategic Report Corporate Governance Financicl Statements

Investing to reduce our carbon output

In 2022 we committed to extending our payback criteria for investmeant on
environmental projects. As such, we have either completed or committed to over 20
projects requiring investment across all of our divisions. One such example was the

installation of solar photovoltaics (PV). Nine of our facilities have now installed
renewable energy in the form of solar PV and 17 further systems are either in the
process of being installed or planned for 2023.

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

Case study 1 Case study 2

At our IMI Hydronic Engineering Energy Management Systems
plant in Erwitte, Germany, we are (EMS) allow us to accurately
progressing towards our 2040 net assess and understond a site’s
zero target. energy performance. Many of
our locotions have such systems
installed, however, at IMI Precision
Engineering in Fradley, UK, we are
currently undergoing a test
process to lay the groundwork
connected to a battery system for an advanced environmental
that allows for electricity to be [~ monagement system. Taking its
ctored o that it can be used i roots from industry 4.0 software
during peak derand bours. In ; and optimisation practices, the
20239\/\?(3 will complete thersecond facility is on a journey to complete
phus;a of this PV pF:oject by auvtomation across building areas;
installing more panels allowing the ranging from machine start-up

o times to automatic adjustment
plant to generate more than 10% ; . lati .
of its annual electricity demond ] of the ‘he<.:|t|ng, ventilation and air
and by 2025, with the addition of cond_ltlonlng system bG‘S(.Ed on

ambient weather conditions.

PV installations, we plan to be
o The primary aim of the project
able to generate 40% of the . -
o is to meet our net zero ambition.
electricity needed by the plant. o )

This pilct gives us accurate
visualisation of energy
consumption and the ability to
roll-out across our businesses.

This year the plant saw its first
photovoltaic (PV) installaticon,
expected to generate 240,000
kWh or 2% of its electricity
dermands. The PV system is

Ancther critical improvement
that tock place in 2022 was the
installation of several TA Smart
valves to increase the energy
efficiency of our HVAC systemn in
one of the plant’s buildings which
will allow us to reduce our CO,
emissions by about 25 tonnes.
Other improvements include ‘
purchasing a significant amount 2
of the foundry's raw materials
from recycled sources and from
scrap that is then remelted

and reused.

Case study 3

To help towards net zero targets,
objectives were put into place at
sites, one of which was the
reduction of single use plastics.
IMI Critical Engineering in Kobe,
Japan took on the challenge by
creating d team to lead the
project with a robust roadmanp.
They used the IMI Way Day to
engage all employees, taking
everyone to a single use plastic
recychng centre and running
workshops to generate ideas.
Single use plastics are either
now being eliminated, changed
to bicdegradable material or
recycled The result was a 77%
reduction from 2021 to 2022.

In addition, owing to the
significant amount of water used
to pressure test valves, we have
focused on installing water
restrictors, which save both
water and time.

1
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Environmentol

To underpin our commitment to reduce our environmental
impact, 24 of our 51 manufacturing facilities are certified
to IS0 14001 Environmental Management and four are
certified to 1SO 50007 Energy Management standards.

cpP

We diisclosed our environmental performarnce to the CDP
framework again in 2022 and for the second year running
our score for the COP Climate Change increased by two
grading points. This reflects the steps we tock in 2022 to
progress in our sustainability journey including evaluating
our Scope 3 emissions ond calculating the avoided
ernissions for select preducts.

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

Whilst we don't consider ourselves to be an intense water
consumer, we understand the volue and importance of
water as o global, shared resource, therefore we continue
to support the CDP Water Security disclosure. Our CDP
Water Security score also increased by two groding
points to a C in 2022 which represents IMI's commitment
to o Better World,

The findings of the CDP score reports for both water
security and climote change will be reviewed alongside
the IMI sustainability strategy which was developed in
2022 so that we can improve outr environmental
performance

Al ermissions

We operate across the world within many different
environmental regulatory frameworks. Environmental
performance for the Group as a whole 1s managed
through the IMI Health, Safety and Environment (HSE)
framewaork which requires identification of applicable
(national) legislation Tor each site and, quantification of
site-specific emission characteristics where required for
determining applicability of legisiation or, for compliance
with regulatery requirements. At an operational level,
compliance with local legal requirements (including
environmental permits) is the responsibility of site leaders
at each IMI site. This includes, where relevant, comphance
with license or permit conditions; for example on
monitoring and reporting emissions to air, emissions

to water and, waste production

We plan to establish an air emission inventory for all sites
and alongside this work on emissions to air we will review
information held by our sites including emission reduction
targets, emissions to water and, hazardous and non-
hazardous waste production. We will look to develop an
appropriate process to gather such information (although
we already have a process to collect all Scope 1&2
emissions from our sites) with the objective of establishing
a global reparting mechanism. We wilt keep this under
cohtinual review to improve our reporting going forward.

Water

We are committed to reducing our water impact and
alk our locations collect and report their water data in
alignment with our global reporting environmental
Standard Operating Procedure. Where appropriate,
the sites have water reduction actions in place. The
majority of our sites use water for domestic purposes
only but where it is used in manufacturing processes,
we strive to use water efficiently, and manage this
through various initigtives. Since 2021, we have
completed the CDP water security disclosure and will
use our 2022 water data set to further improve and
reduyce water usage where possible across the Group

Since 2020, we have reduced our absclute water usage
by 5% (9,897m?3). In 2020, cur water intensity was 10.8
(rm® per 1,000 hours werked) and we have set @ Group
target to reduce water intensity by 10% by 2030
(intensity of 97m? per 1,000 hours worked). Water
intensity at the end of 2022 was 10.0m? per 1,000 hours
worked, Wa will keep this under review over the next few
years and update this target, if appropriate.

Woater used (m?)
woter usoge
205,000
203,444

00000 200,533
195000
190,600
1es600
180606

T 2020 2021
Waste

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

Non-recycled hazardous waste
swa
o

300

2022



Introduction Strategic Report Corporate Governance Financial Statements

: , ;
'_O:l IM[ Precision Engineering -
L Palézieux, Switzerland :




74

IMI ple Annual Report & Accounts 2022

* New for 2022 reporting year, refrigerants were not mcluded in the 2021 totaf

Carbon disclosure

The below table and supparting narrative summarise the Streamiined Energy and Carbon Reporting (SECR) disclosure in line
with the requirements for o quoted company, os per The Componies (Directors' Repert} and Limited Liability Partnerships

(Energy and Carbon Report) Regulations 2018,

2022 is our third year of disclosure and includes the prior year data as o comparison. Projects and resources thot are
contributing to our reduction in emissions are summarised on page 71.

Current reporting year

Pravious reporting year

1st January 2022 - Ist January 2021 -

35t December 2022 315t December 2021
Location UK Global incl UK UK Global inel UK
Scope1& 2
Emissions « tL0e
Scope 1- Notural Gos Usoge 576 7359 768 8.786
Scope 1 - Diesel Usage On-site - 83 - 140
Scope 1- Diesel Usage Cempany Vehicles 79 2,353 a3 2,405
Scope 1- Fuel Ol Usage - 524 - 743
Scope 1- Petrol Usage Company Vehicles - 560 - 553
Scope 1 - Liquefied Petroleurn Gas Usage 8 299 6 311
Scope 1 - Combined Heat and Power Usage - - - 20
Scope - Refrigerants® &4 448
Scope 1- Teta) 727 1,826 B57 12,958
Scope 2 - Location-based 1,383 2B.654 1,770 72
Total (Scopes 14 2) 2110 40,480 2,627 44130
Consumption - kWh
Scope 1- Total 3,499,360 55741957 4,548,860 64,917,809
Scope 2 - Total 7175645 102,481,674 8,339,185 106,856,592
Totai (Scopes T& 2) 10,675,005 158,223,631 12,888,045 171,774,401
Hours Warked 1,876,083 19,3339M 1,862,769 19,176,514
Intensity ratio: tCQ,e (gross Scope 1& 2} per 1,000 hours worked 112 209 141 230
Scopes1,2and3
Emissions - tCO.e
Scope 3 - Car Trave| 136 528 76 587
Total (Scopes 1, 2 and 3} 2,246 41,008 2,703 44,697
Consumption - kWh
Scope 3 - Total 550,805 2,141,649 308,801 2302367
Total (Scopes, 2 and 3) 1,225,810 160,365,280 13,196,846 174,077,368
Intensity ratio: tCO,e {gross Scope 1, 2 « 3) per 1,000 hours worked 120 212 145 233
Scope 2 - Market-based 109 £954
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Methodology

The stated greenhouse gas emissions
estimates have been calculated to
cover all material sources of emissions
from the operations for which 1Ml is
responsible*. The methodology used was
that of the Greenhouse Gas Protocol:

A Corporate Accounting and Reporting
Standard {revised edition, 2015).
Responsibility for emissions sources
was determined using the operaticnal
control approach. All emissions sources
required under The Companies
(Directors' Report) and Limited Liability
Partnerships (Energy and Carbon
Repcrt) Regulations 2018 are included.

The scope of emissions covers the
following scurces:

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

» Scope 2 — emissions covers emission
from the purchase of electricity

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

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

a location-based and market-based
approach. The tool used the following
conversion fﬂCtO(Sj

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

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

Cur reported Scope 3% emissions in
the adjacent table were calculated by
converting rmileage into emissions using
UK Government's GHG Conversion
Factors for Company Reporting.

Qur carbon reporting statistics
demonstrate that our recent
performance of tCOse has continued to
improve. On a like for like basis, we
achieved our target to keep emissions
below 2019 levels for 2022, The data in
our SECR table hos been externdally
verified by Ricarde Energy &
Environment, who performed o
limited-level assurance review In
accordance with the requirements of
ISO 14064-3 and the GHG Protocol
Corperate Standard.

Of the 2022 total: our direct Scepe 1
emissions of tCOze (in essence gas,

diesel and fuel oil consumed) amounted
to 11,826 tonnes; and our indirect Scope

2 emissions of tCOze (in essence the
emissions generated on our behalf to
provide our electricity) amounted to
28,654 tonnes.

The emissions total represents a 30%
reduction compared to 2019 for Scope
1&2.

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

to earbon output as we feel this
provides a more reflective meosure of
fuclory volumes and as a result carbon
intensity. Qur 2022 intensity ratio based
on Scope 1& 2 emissions is 209 1C0,e
per 1,000 hours worked. This compares
to our 2019 baseline of 2 78 tC0se per
1,000 hours worked. We are on track
to achieve our target of 1.37 tCO.e per
1,000 hours worked (50% of the 2019
baseline intensity) by 2030

* Small offices in rented spaces where anergy consumption data was unavailable an estirmote was made that this use 1s less than 1% of the overall energy use and therefore foll nto the
ay P

de-rrrmus

** Diesel usage for 2021 hos been updated to show the split for onsite use and company vehicles

*** Scope 3 emissons for our SECR reporting currently only reflects business travel in company cars or employee-owned vehicles
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Climate related
strategy, risks and
apportunities

In our 20271 Annual Report, we
described the work performed by the
dwvisional nsk champions and Ricardo
Energy & Environment to identify four
top risks and three top opportunities in
the following two climate scenarios:

1A 2020 ‘Allbank’ assumes ambitious
pelicy measures are implemented in g
disorderly way but does reduce physical
risks and limits temperate rises to 1.57°C;

‘Clean Planet for Al assumes very
little policy measures are implemented
by governments limiting transition risks,
which results in a 3°C increase in global
temperatures and therefore high
physical risks.

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

Climate risk management
timeframes

Short torm 0 - 3years
Medion teer 4 - 10vyears
Long terr: 11 - 30 years
Very long term By 2100

Climote risks (hioh inpoct
& potentially high
itkelihood)

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

2. Under the scenario where there is a
disorderly regime of global climate
change legislation {policy & legal
transition risk) the aggressive drive
to phase out products including
plastics or metals like 'dirty steel’
may affect the availability of
material supply or the cost of certan
products (either due to the cost of
upgrading equipment, purchasing
‘cleaner’ materials or due to lost:
revenues). The potential financial
impact on IM| could be increased
operating costs such as higher
compliance costs, insurance premia,
higher production costs and
impairment of equipment previously
associated with the phased out
products. Capital expenditure
may also increase due 1o the costs
associated with redesigning
products and upgrading
production eguipment.

3. With stricter chmate-related
regulation, fossil fuel-related
activities and the Gil & Gas sector
are likely to decline (market transition
risk). Given that some IMI Critical
products support technologies which
rely on fossil fuels, the phase ocut
of those technologies may result in
a reduced demand for goods and
services surrounding the affected iM)
preducts and a redeployment of the
resources (assets and employees)
currently servicing those markets.

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

Climate opportunities (high
impoct & potentiolly high
likelihood)

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

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

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

. Climate change is likely to lead to

increased demand for IM| Hydronic
Engineering’s products. For example
the demand for electrified smart and
green buildings will lead to increased
demand for smart valves, radiant
systems and hect pumps. The recent
acquisition of Heatmiser extends IM|
Hydronic's energy saving portfolio by
adding a range of adjacent smart
thermostatic control products.

3. Whilst not graded as @ high

likelihood, the greater use of 30
orinting technology could see
increased profits and mitigate
maternial shortages through the
adoption of circidar economy
busmess models as the dermand
for more resource efficient
manufacturing continues,
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Further anolysis on climote
related physical risks

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

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

» SS5P1-2.6 - corresponding to a best
estimate of 1.7°C warming by
2041-2060, and 1.8°C warming by
20812100 relative to 1850-1900.
This scenario has lower physical
ckrmate Impacts due to global cimate
action, potentiglly leading to lower
adaptation costs relotive to ather
scenarios

» S5P5-8.5 - corresponds to o best
estimate of 2.4°C warming by
20412060, and 4.4°C warming by
2081-2100 relative to 1850-1900.
This scenario relies heavily on fossil
fuels, and physical climate risks
increase more quickly, likely
representing a greater need for
adaptation and associated higher
adaptation costs

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

Poril Description High  VeryHigh

Precipitation Projected increase of 24 hour preciprtation in mmm for 8-16% > 16%
100-year return period, expressed os relative change in
% since 1995

Fluvial flood Flood depth 100-year return period {(metres) 055-19 >19

Wind 1-minute sustaimed gust 100-yeor period (km/h) 102 - 116 =114

Haid Number of doys per year with conditions te produce hail 1-25 > 2.5
2 5 e digrneter

Thunderstorm Number of days per year with conditions to produce 12 -34 =36
severe orgerised storms

Diought Number of months with extreme drought conditions 036-054 > 054

Heot Number of days per year with maximum temperature 25-50 » 30
» 35°C

Cold Number of 3-doy penods where daily average 4-8 >8
temperature s less than or equal ta -5°C

Wildfire Annval local fires per km? per 1,000 vears 5-18 =18

The results highlighted that, regardless of scenario used, by 2050 IM{'s sites
showed significant increases in the risk of high or very high levels of precipitation
and drought. In the 2.4°C scenario a quarter of IMI's sites (in value terms) witl
suffer from high or very high levels of hozardous heat.

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

Drought - in the worst-case scenarnio, three of IMI's larger sites will be hit by very
high incidents of drought by 2050 (Remosua, Fillinsdorf and FAS) with the Remosa
area set to average extreme drought for three weeks every year and is the enly
large site with a very high nisk of thunderstorms

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

Hail - only the two IMI sites based in Texas had high risks of hail by 2050.

Locking across the various perils and cormbming the average scores across the best
case and worse case cimate scenarios, the top 10 highest risk sites were (perils
rated very high in brackets):

1. Houston, Texas, USA (rain, wind, heat & thunderstorms)

2. SriCity, Andhra Pradesh, India  (rain, wind, heat & thunderstorms)

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

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

6. Caglian, ltaly (drought & thunderstorms)

7 Palmer, Massachusetts, USA (rain & wind)

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

G University Park, lllinois, USA {rain}

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

Imitial follow up discussions have been held with the operational heads ot each
division on potential next steps, including reviewing priority sites (sites of higher
operaticnal significance) and understanding existing mitigations not taken into
account during the desktop analysis. We will repart on our progress in due course.
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Scope 3 emissions

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

Our largest Scope 3 category is
purchosed goods and services which
accounts for 80% of total Scope 3
emissions. As very few of our products
are powered (and hence do not directly
generate emissions during thair service
lifetime), our 'use of sold goods'
category is low and accounts for

only 3% of the total. In addition to

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

Purchased goods and services

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

we purchase.

We have begun detailed discussions
with major suppliers to understand
their own plans for decarbonisation
which will help the drive to reduce both
their own Scope 18 2 ernissions, ond In
turn our Scope 3. Supplier education

will be o key area of focus for 2023

to ensure they understand the steps
that we are taking to help decarhonise
our sector. The aim is collaborating
with suppliers so that we all maintain
the momentum in carbon reduction
initiatives

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

Product innovation

Applying a Better World lens to

our praducts and new product
development initiotives has been a
focus for a number of years and has
led to some great products that
improve energy efficiency for our
customers and hence reduce emissions.
Over the longer term, shifting towards
greener materials will result in a
greener supply chain and support

the reduction in the purchased goods
and services category.

Internal efficiencies

Recognising that Scope 3 covers a
number of areas, there is more we
can do within our own nternaf
processes to reduce other categories
of Scope 3. For example, we are
looking at change in working practices
to use electric vehicles for business
travel, empioyee commuting and
upstream transportation of materials
and products

Disclosure

This year, we publish our first Scope

3 assessment on page 79. This
assessrment has been conducted ona
combination of volume data (where it
has been available), spend data and
other standard estimation taechniques
for the full yeor to 31 December 2021.
We recognise the importance of data
accuracy in this area and will be
working to improve coffection gaing
forwards. Our assessment was
developed using methodologies
specified by the Greenhouse Gas
Protocol and the UK's Environmental
Reporting Guidelines, by our external
environmental consultants Ricardo
Energy & Environment. Enhancing our
data and disclosure will involve
collaboration with our suppliers and

a focused appreach from our supply
chain teams as mentioned above.

Our Scope 3 inventory was calculated
using methodalogies specified by the
Greenhouse Gas Protocol Corporate
Value Chain (Scope 3) Standard, as
listed below. Categories 8,10, 13-15 are
not applicable to IMl's business
activities so hove not been quantified.
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Our Scope 3 emissions (as at 31 December 2021)

Category Category nome Methodology followed

1 Purchased goods and services Average data based for key input materials Spend-based for
all other purchases

2 Capital goods Spend-based

3 Fuel and energy related Based on actual consurmption of fuels and electnicity

4 Upstream transportation and distribution Estimated from transport distances and shipment weights

5 Waste generated in operations Based on waste disposal quantities with assumptions on
waste type and disposal route

& Business travel Emissions bosed on actual journeys and distance

7 Employee cormmuting Estimated from employee numbers, with assumptions of
travel distances and modes

8 Leased assets (upstream) Not applicable to IMI

g Downstream transportation and distnbution  Apgroximated from sales volumes

10 Processing of sold goods Not applicable to IMI

Ml Use of products sold Estimated from sales quantities and annual energy usage
per electnarty-using product, accounting fer territory of sales
(IMI Hydronic only)

12 End of life treatment of sald products Estimated from scld matenal quantities for key matenals
only, assumed disposal routes {recycled} Excludes some
known areas such as packaging

13 Leased assets {downstream) Not applicable to IMI

14 Franchisees Not applicable to IMI

15 Investments Not applicable to M|

Total

Total GHG
emissions tCOze

w7

32,402
B4
18,370
2,606

2,871
18.730

9302
17,386

526

585,629

Emerging issues

Avoided emissions

Many of our preducts help our customers reduce their
energy consumption and hence increase the proportion
of ovoided emissions compared to an alternative solution.
Avoided emissions are often referred to as 'Scope 4
emissions, but the assessment in this area is emerging
and complex with no fermal standard agreed to date.
However, we recegnise the importence of data capture

in this ared and its increasing facus from external
stakeholders and will assess our ability to collect this in
the future. We believe that calculating and managing
avoided emissions, in oddition to Scope 1, 2 & 3 emissions
can be an effective way to accelerating climate action
and encouraging sustainable innovation in the value chain.

Climate transition plan

We recognise the importance of developing a clear and
thorough climate transition plan and will be working an
this during 2023 ghead of the mandatory reporting in
next year's annual report.

Biodiversity and the Task Force on Nature-related
Financial Disclosures {TNFD)

We look forward to reviewing the TNFD's recommendations
later in 2023 and will ook to establish a framework
compliant with the TNFD's requirements. We recognise we
have o role to play in protecting our bicdiversity, welcome
the ohjectives of the TNFD and will include any relevant
updates to our approoch on both our website and our

next Annual Report IMI Hydronic Engineering -

Ljung, Sweden

0]

803%
5.5%
23%
319%
04%

0.5%
32%

16%

30%

01%
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TCFD reporting

We cantinue to work to iImprove our climate-related disclosures, this includes supplementary information on our corporate website,
www.imiplc.com (for example, the mapping of material disclosures against the required GRI requirements and the results of our
materiality impact assessment). In accordance with the requirements of LR .8.67R (UK Listing Rules), IMI's chmate-related disclosures
are consistent with nine of the eleven recommendations of the Task Force on Climate-related Financial Disclosures (TCFD). We expect
to make consistent disclosures in our 2023 Annual Report and Accounts in respect of:

» Strategy part b in relation te the impact of climate-related risks and opportunities on our financial performance, position and
planning. We are in the process of carrying out a quantitative assessment and plan to develop a clear and thorough climate transition
plan during 2023; and

» Strategy part ¢ in relation to the assessment of arganisational resilience in the face of cimate change as we are in the process of
quantifying the potential impact on our financial performance and position.

# TCFD recommendation How IMI aligns with the recommendations For moreinformation
Governance

a) Bour;:l;wersightof o The Board has overall responsibility for IMI's emaronmental, social and governence agenda which include Pages 44, 54 and 55,
:I;::;:;::::‘ei:;i:ks » Setting our Creating a Better World strotegy ?g:nldl(?"l(gl, 122

» Reviewing and approving the ESG framework, strategy, priorities

» Deterrmining and keeping under review the Company's ESG climate-related risks and opportunities and its
risk appetite

» Honzon sconning for emerging chimate-related risks
» Keeping under review the materiality of cimate-related sk ond its impact on the financial staternents

» Receving regular updates on our sustainability rrilestones from the Better Werld team (for example progress
on reductions in water, waste and GHG emissions) and feedback from the Investor Relations team on ESG
expectations from shareholders and rating agencies

» The Remuneration Committee continue to include COz intensity reduction as core part of IMI's incentive plans
in addtion, the Audit Committee review guidance from regulators to ensure our continued comphance with
the reporting of our ESG strotegy

The Board 15 supported by our senior ndependent, non-executive director, Thomas Thune Anderson, who has
considerable ESG experience and has designated responsibility to support the directers' collective responsibility
to consider a wide range of stakeholder perspectives and drive IMI's ESG cgenda when arriving at Board

decisions
B) Management’s robe ESG Strategy execution is delegated to the Chief Executive, supported by the Executive Comrittee Poges 14, 48, 54 and
in ossessing and The IMI Executive Committee, are regularly nformed about climate-related issues by the Heod of Sustanobrlity 55, 78, 86 and 87,121
managing climate- ¢via therr work with the Better World team their sub-committees and Ricarde Energy & Environment)
related risks In cddition to these updates, the IMI Executive Cormmittee monitors and reviews ESG progress, cimate-related

nsk monogement processes and reviews bi-onnuolly o detaled onalysis of the Group's nisk profile including
supporting divisional data and the actions undertoken The Executive Committee continue to review
and approve

» All ESG achievements and targets for inclusion in the Annual Report
» The ESG strategy and proposal to the Board
» Updates on latest cimate-related reporting requirements and monitoring of our external ESG rankings

» Scope 3 work relating to the assessment of Scope 3 emissions and review of reduction plans and
target setthing

» The approach to (nclusion & Diversity, health and safety, employee development and talent retention

The Executive Committes will continue to improve s knowledge and urderstanding of chimate related risks
and opportunities and ther related financial impact

Lowse Woldek, Group General Counsel and Company Secretary, hos speafic responsibility for Executive
sponsorship of the Better World team
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TCFD recommendation

How IMI aligns with the recornmendations

For more information

a}

b)

)

Strategy

Climate-reiated risks
and opportunities
identified over the
short, medium and
long-term

Impact of climate-
related risks and
opportunities on IMI's
businesses, strategy
and financial planning

Resilience of IMI's
strategy taking

into consideration-
different climate-
related scenarios,
including 2°C or lower

M1 has identified four cimate rsks end three opportunities, which have been rated as having @ high impact and a
sotentially high likehhood

The chrmate nsk management timeframes are short-term 0-3 years, medium-term 3-10 years, long-term 10-30
years, and very long-term by 2100 These time horizons have been considered with reference to our internal
financial planning timefrarmes

Risks

» Reduced output and higher costs associated with the increased frequency and intenstty of floods, sterms,
and other extreme weather events, caused by a 3°C increase in global temperatures (long-term)

» Aggressive phasing out of certain plastics and metals {mediumn te long-term)
» Decline of the Cil & Gas sector due to stricter regulation {medim-term)

» \Water shortages nnpucling Lhe production ot steel and plastics {medium to long-term)

Opportunities
» Demand for several of IMI's products and solutions may increase with the greater demand far energy efficient
products and technalogies (medium-term)

» Likewise, IMl s well placed to provide innovative products to support the increased use of hydrogen in alow
carbon econemy (medium-term)

» The greater demand for @ crcular economy may increase the demand for certan products within IMI Critical
Engineering which enable the re-use of materials (medium-term}

To capture all of IMI's global operations, the process for identifying and managing risks and opportunities includes
the involvemnent of management and staff ot the operoting sites and acress all dmvsions within the different
geographies Further work will be carned out to standardise the process for reviewang all chmate risks and
opportunities as well os further understand the varying level of risks acress the business sectors and gecgraphies
within the next disclosure

In the medium to long-term IMI's sites could be impacted by physical chmate risks The physical climate risk analysis
on page 77, using computer models, has entified these sites potentially at high levels of penlin the long-term
Further detalled onsite analysis of the nsks and potential existing mitigations would be regured before making any
changes to IMI's resikence assumptions

» In 2022, IMI Critical Engineering saw a significant increase in aftermarket orders, in particulor due to increosed
Oil & Gas activity However, in the long-term the transition to zero-emissions is likely to see reduced demand
i1 the Oi & Gas sector, particularly m new construction, representing 6% of Group soles As o result of this,
the division 1s continuing to advance rts strategy nto more new energy and actively deploying Growth Hub to
support sustainable future growth

» Inthe long-term (10-30+ years} IMI Critical could see a reduction in its Petrochernical business, which currently
represents &% of Group sales If there is a significant shift oway frem using certain plastics, we expect this
change to be slow and we continue to support our customers to reduce emissions in this areo

» in the medium-term (3-10 years) the transition to zero-emissions could Impoct the sale of some IMI Precision’s
Transportation preducts The sustainable solutions section of this report highhghts some of the work being
perfarmed to remove the use of hazardous materials, rminimise or remove the use of lead and to keep on top
of product compliance legislation In addition, IMlis involved in supperting our custormers with zerg-emission
hydrogen fuet cell technology

» In the short and medium-term we continue to expect demand for our autermation preducts, with Industrial
Automation representing 22% of 2022 Group scles to increase to support the drive for increase automation
with greater energy efficiency

» Qur IM Hydromic division, representing 17% of IMI's sales, supports ks customers with energy efficiency in
buildings Due to the ongoing drive to reduce energy usage and regulatory chonges supporting the reduction
of energy usage, we see an oppertunity for an acceleration of organic growth for the division

» IMI1s supporting customers ocross o number of applications related to hydrogen in the short and medium-term,
we see a sigrificant growth opportunty in the coming years

» IMI Critical has receved £43m of Growth Hub orders in 2022, much of which are supporting our customers to
extend the life of the solutions we provide We continue to see this as an ongoing shart-term growth opportunity
for the dwision

In 2023, IMI will further develop how risks and opporturities are prioritised, cross-referencing to the risk
mangsgement end any other relevant sections of the annual repert where appropnate IMbwall also lock to disclose
the quantified outcomes of the scenano analysis to inform future financial planning

Analysis of the resilence of the Baard's strategy highlighted that none of the chmate-related nisks identified above
would kely impact IMiin the short-term The latest IMI strategic plan does take into account the potential impact
of the truck market transitioning te a zero-emission market and the potential impact on the ol and gus market
within IMI Critical Engineering, however due to IMI's extensive engingering expertise, cirate change may also offer
significant opportunities and therefore a significant proportion of the strategic response has been focused on the
short to medivm-term opportunities

IMIwall look to disclose the gquontified outcomes of the scenono analysis to inform future financicl plonning across

the short, medium and long-term IMI strives to continue to improve the guality and robustness of its scenario
analysis outcomnes and strengthen its adaptation and mitigation activities

Poges 7&and 77,
Bbto 93

Pages 8, 20 to 25, 29
and 30, 45, 70 and
71,76cnd 77,171

Pages 20 to 25
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TCFD recommendertion

How 1M1 aligns with the recommendations For more information

ay

<)

Risk manogement

MI's processes for
identifying and
assessing climate-
relatedrisks

iMI's processes for
managing climate-
related risks

How IMI’s processes for
identifying, ossessing
and managing
climate-related risks
are integrated into
IMI’s overall risk
management

Working alongside our environmental consultants Ricardo Energy & Envirenmant, in 2021 we carnied out Pages 76 and 77,
an analysis of chmate-related nsks ond opporturwties using the TCFD framework 84 and 87

The initial horizon scan looked at 13 chimote reloted events structured around TCFD's four chmate categones
(Physical. Reputation, Morket & Technology ond Policy & Legal) and 1dentified 63 potential cimate-related
nisks & opportunities

The next step was to conduct o rmateniality assessment which looked at the extent to which gach division/
location cauld be exposed 1o a particular cimate event (chmate sensitivty) and the ewsting ability to mitigate
or take advantage of the chmate event (adaptive copabiity) To enable a financia) evaluation, each risk and
oppertunity was mapped against three financial materiality drivers (sales, operational costs and capital
investment).

The matenality assessment identfied 70 key areas of focus Those identiiied as a high prionty risk or opportunity
(e sigrificant financalimpact and fugh score on the sensitvity vs capabiiity matrix) were then assessed against
the two cimate scenarios mentioned on page 76

The two scenanos tried to represent
1) Little pubhic intervention resulting in sigrificant physical ond other chmate chonge impacts
2) High pubhe intervention himiting physical and other cimate change impacts

The scenanos were selectad to ensure they aligned with TCFD methodology, would be acceptable to EU policy
makers, are recognised worldwide and, rely en up-ta-date projections This Ikelhood analysis created the four
chmate risks and three opportunities which have been rated as hoving a high impact and ¢ potentially

high lkelhood

IM| will continue to develop the processes for assessing the potential size and scope of identified chmate-related
risks and will detoil the developrnent of the financicl TCFD materiahty

Climate-related nisks form part of the overall sk management process and the Better World agenda Pages 69, 76 and 77,
For example, further waork has taken place in 2022, alongside our main external insurance prowder to gan Bband 87

a greater understanding of the potential physical risks faced by IMI's larger sites as part of on engoing project

to determine the current mitigations in place and those that may be required in the future t0 manage the risks

assoriated with extreme weather events

» Enginecring and procurement teams continue to review the companents within our preducts ond where
relevant, gan certfications on more sustainable compenents, reviewing sourcing pelicies to ensure good
avalabiity and prioing on materials

» Our preduction and supply chain teams have been working, alongside external ¢ensullants to understand
and review our product comphance against the increasing volume of new regulations and to understand what
olternotives there ore for vorious components (for exomple lead content in brass). Al dwvisions have specially
selected suppliers to Investigate ESG topics {(chmate impact, human trafficking & slavery, orgamsational
commitmeant and labour rights) through our compliance partner, Assent Inc In 2023, we will engage with these
75 suppliers to identify ermissions reduction programmes to support our Scope 3 goals, together with ensuring
human rights are protected in the supply chain

» Te ritigate the risk of supply cham disruption coused by water shortages, our supply chain teams are working
to ensure we hove dual sourcing of key cornponents and are treated as a prionty custormer via framewaork
agreernents with tier 1 supplers

Climate-reloted nsks determined and reviewed via the work of divisional sk champions, form part of several Pages 86 tc 93
prinaipol risks, and are included as part of risk managerment presentations to the Executive and the Board

As opposed to having a specific principal nsk regarding climate change, the Board beheves there are several
principol risks which plreody cover the potentialimpact of cimate change

» Busingss disruption due te natural disasters — which covers the physical nisks of cimate change

» Failure to comply with legislation - imcluging the risk that IMiwere to breach country speaific legislation
on carban INmatives, INdustry standards, material restrictions ete

» Talent risk - the impact of a pogr ESG strategy or reputational chmate ncidents would have on the ebility
to retain and attract prermum talent

» Failure to manage the supply thain ~ the impact on the cost, availability, and delivery times of key components
due to disruptive transition fisks towards low corbon energy efficient products

» Qrganic growth - the ability to odapt to new customer problems and realise the cimate
opportunities identifred

M wili contmue te further develop how managng chmate-related risks are integrated inta the overall risk
management framework, which vee see as a continually evoling process
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Metrics und targets
a} Metrics used to assess Our purpose is Breakthrough Engineering for a better world, where we are committed in providing customers Pages 48to 50, 74
climate-related risks with the most sustainable products possible. To ensure IMI supports sustainability, our cimate goais include and 75, 78 and 79
and apportunities inline  reducing emissions and minimising our environmental impact. To help ochieve this we have set up several 53 bel
with strategy and risk clmate-related metrics cimed at reducing our greenhouse gas emissions, water usage and waste port b} below
management process We have obtained bmited level assurance over the accuracy of our greenhouse gas emissions from an Strcte;y part b),
independent third-party consultancy page
As noted above, impact and likelihood alongside a materikility assessment are the metnes used to assess
climate-related risks and opportunities.
We have included details of the relevant percentage of business activities aligned with each nsk/opportunity set
outin page 81
In 2022 we included the halving of our CO> intensity {Scope 1 & 2) as port of our exacutive remuneration
See part ¢} below for furLher information
We recognise the importance of developing on internal carbon price as a critical forward-looking retric that
can help us to manoge climate-related transrtion risks and opportunities We will be working on this during 2023
ahead of reporting in next year's Annual Report
Speaific chrate-related opportunities inked to research and development have not yet been measured but we
will consider measuring this in the future
b) Scopel 2and3 Deatails of our achigvernents against our cimete-reloted targets ncluding CO: intensity can be foundin the Pages 48 to 50, 74
greenhoyse gas Creating o Better World section of this Annual Report and 75, 78 and 79
emissions and related
risks
c) Targets used tomonage  Our purpose drives our strategy ond our armbition, including our commitment to Pages 48 to 50, 131,
limate- rekited ri
climate- el .y Hsks » Halve our total Scope 1 & 2 CO: intensity by 2030 (based on a 2019 baseline} and be net zero for these 134,137,144
and opportunities and
! emissions by 2040 Note &
performance against
targets 1 For Scope 3, we are targeting regucing our emissions by 25% by 2030 and be net zero by 2050

» Reduce our water mtensity {m? per 1,000 hours worked) by 10% by 2030 {(compared to 2020)
» Reduce our non-recycled hazardeus waste by 50% by 2030 {compared to 2022)

Sirce January 2022, sharter-term (annual} targets for Scope 1 & 2 COrintensity reduction have formed part
of our executive remuneration From January 2023, annual targets for water intensity will be included as part
of the personal pbjectives of the annual bonus for the Chief Executive ond Executive Committee members
We will lock to nclude shorter terrm targets for waste and Scope 3 CO2 emissions in the future

Recent acquisitions, Adoptas, Bahr, CorSolutions and Heatrmiser, <ontinue to move IMlinte more resiiient
markets with long-term growth prospects

Research and developrment expense continues to increase year on year to accelerate our orgarnic growth
opportunities, and we continue to see a wide range of opportunibies avoilable in cur markets that will help our
strategy to be resihent to climote-related risks
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Non-financial information statement

We aim to comply with the Non-Financial Reporting requirements contained in sections 414CA and 414CB of the Companies Act 2006,
The table below, and the information it refers to, is intended to help stakeholders understand our position on key nen-financial matters.

Reporting requirement

Policies and standards which govern our approach

Additional infarmation

Environmental matters

Environmental policy

Pages 70to 79

Employees IMI Code of Conduct Page 53
Speaking up; hotlne for raising concerns Pages 53, 92
Health and safety policy Pages 64 and 65
Inclusion & Duversity pehcy Pages 62 and 63,121
Wellbeing Page 59

Social matters IMI Corporate Tox strategy and Tax pohcy IMI website
Chantable donations Page 59
Volunteening Page 59

Human rights IMI website

Maodern Slavery statement, Responsible Minerals, Supply Chain Cede of Conduct

Inclusion & Diversity policy

Pages 62 and 63, 121

Anti-corruption and anti-bribery

The IMI Code of Conduct includes cur policy statements ena number of areas
of comphance -

{1) Na bribery and corruption

{2) No facilitation payments

{3) No political donations

(4) No anti-competitive conduct

(5) Use of appropriate charitable donations, gifts, hospitality & entertainment
{&) Know yaur customer checks

(7) Dealing with third parties

{8) Mancging confhcts of interest

(9) Insider dealing & confidential nformation
(10) Nen-focilitation or tolerance of tax evasion
{11} Complance with export controls & sanctions
(12) Doing the right thing and speaking up

{13) Fraud detection and investigation

Page 53

Description of principal risks

Pages 88to 93

Business model

Pages 10 and 11

Laheld

Pages 38to 45

Outcome of non-financial policies
and stondords

Carbon emissions reporting
Orie Big Voice employee engagement survey results
Drversity reperting

Health and Safety reporting

Pages 7010 79
Page 58

Pages 62 and 63
Pages 64 ond 65

Due diligence precesses implemented in

pursuance of pr ion non-fi
and standards

Customer satisfaction surveys
Carbon emissions reporting and momitarng
Scrap ond waste reduction megsurement

Monitaring of expenses, hosprtafity and entertanment

Maritanng One Big Voce emplayee engagernent survey and the follow up pulse surveys

All employees recewe the IM) Code of Conduct

Hothre reports reviewed by the Board

Health and Safety reporting and monitenng

Modern slavery training and nsk assessments

Compliance troining _

Complance risk assessments ond tallered programrmes by division
Complionce implementation reviews and mternal avdits

Know your customer policy and due diligence reviews

Third party ngent and distributors policy and due diligence reviews

Intarnal control declarations and compliance declarations
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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 (including emerging risks) which could impact our performance,
our reputation or our ability to execute our strategy successfully.

During the year: -

» We continued to pay close attention to the impoct of inflation, hedging and passing on changes in the cost of raw materials,
whilst supporting those employees impacted the most by cost of living increases (see page 124)

» We perfarmed a deeper dive into the potential physical risks faced by our sites due to climate change
» We were involved in the due diligence process for the acquisitions carried out in 2022

» Following the start of conflict in Ukraine, we mapped the risks, exposures and mitigations surrounding IMl's operations in and
around Russia and ensured IMI exited in the most efficient and measured way possible

n We continued supporting the businesses around policies, guidance and additional supplies to help mitigate COVID-19, this was
particularly key for our sites in China

» We strengthened our Code of Conduct (the Code) and scoped traiming and guidance around its contents. This process will continue
into 2023 with the launch of compulsory training on elements of the Code relevant to key sets of employees

Three lines of defence

Ovr risk management process forms a core element of our strotegy reviews and monthly operational meetings, and 1s embedded in al)
our businesses ond utilises all three lines of defence. It provides guidance on the identification, evaluation and management of nisks,
including emerging risks, which could impact cur performance and our ability to implement our strategy. With each line of defence
having a purpose, combined, they help us provide confrdence to the Board and ultimately our sharehclders that we have adequate
mitigoting controls and processes in place.

First line - risk ownership and Second line - monitoring and Third line - independent
management compliance assurance

This is provided by management and This is the oversight, review and challenge This is primarily provided by the Group
staff at the operating sites and divisions provided by diision, functional and IMI Assurance function. Sitting outside of
who are responsible for identifying Group management (including [MI the risk management and operational
and managing risks os part of their Executive and Board). This provides the processes, its main role is to review and
accountability for achieving IMI's policies, frameworks, tools and support report on the effectiveness of the first
chjectives. This includes applying the to enable risk and compliance to be two lines of defence in managing the risks
IMI values, policies and procedures managed by the first line. to IMI 1t also includes an element of the
and internal controls. divisional audit team's work carried out

under the oversight of Group Assurance.
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Ovur governance framework

The Group operates a ‘top-down, bottom-up' approach to risk management which allows the Board and the senior leadership teamn
to artively assess strategic risks and imonitor the measures used to mitigate, transfer or avoid such risks. It alse ensures that
operational risks are identified ond managed at multiple levels and key information is communicated across the Group.

Board

» Has averall responsibility for ensuring that we manage our risk exposure appropriately to achieve our strategic ebjectives and build
sustainable sharehelder value This involves assessment of principal risks {including climate-related risks and oppertunities) and
emerging risks

» Approves the strategy and determines our risk appetite and reviews the risk management processes we cperate

» Sats a framework of prudent and effective controls, which enable risk to be assessed and managad and ensures the Group operates
respons bly, with effective controls in place

» Every six months the Board carry out a rebust assessment of the Company’s emerg ng and principal risks (including climate-related
risk and opportumities} and annually, the effectiveness of internal controls

» Delegates respansibility for implementing and monitoring internal controls and other elements of nsk management toits
Committees and the Chief Executive and his executive team

Board committees

» The Audit Committee has oversight of financial reporting, interncl finencial controls and assurance processes. The Committee keeps
under review the effectiveness of internal financinl controls and risk management systems and reports to the Board its views and
any recommendations for improvement

» The Nominations Committee oversees talent and succession risk

» The Rermuneration Committee oversees and adjusts, where necessary, remunercation and incentive structure risk

{MI Executive & divisional leadership

» Has responsibility for ensuring risk management culture is integrated across the divisions and aligned to the Group's objectives and
risk appetite

» Moniters and reviews risk management processes and reviews bi-annually a detailed anclysis of the Group's and dvisicnal risk
profiles, breakdown of the key controls, changes in the period and the actions and mitigations and future initiatives designed to
manage the risks

» During monthly meetings will receive updates from indisdual risk owners (for example updates on HR, HSE and ESG workstreams}

Operating businesses
» Operational teams provide the first line of defence by following defined policies and ensuring the effective running of key apercting
systems, local ownership and accountability of risk ownership and mitigation

» Lacal management operates local internal contral systems and provides monthly updates on key risks, mitigation and controls
through incorporation of risk profile data in monthly management reporting process

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 become more significant. All divisions monitor and review emerging risks as part of our monthly
operational performance reviews and Executive Committee meetings. Consideration of emerging risks also forms part of our
strategy review process.

Whilst the Board ond the Executive Committee did not determine a specific emerging risk, we continue to be vigilant and ensure we
have appropriate procedures in place for the early identification and quantification of risks, especially as we continue, through Growth
Hub, to design new products and move into new markets.
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Principal risks and uncertainties

Our principal risks

Ouvr risk appetite

The principal risks facing the Group are shown in order of priority

in the table below. This analysis covers how each risk (net of
mitigating controls) could impact our strategy, our risk appetite
to the particular risk, how our assessment has changed during
2022 and explains what we are doing tc momitor and mitigate

each risk area.

Risk rating & appetite, link to strategy
and key elements

Risk appetite rating

Definition

Very prudent

Prudent

Balanced

carried out ininstances
of disproportional cost.

Receptive

No/very low tolerance to risk, regardless
of the cost of the required controls.

Alow-nsk approach via sufficient and
propertional controls and mitigation,
i the kniowledge this will imit any
potential reward.

Applied in circumstances where there
15 o high chance of success, equal
consideration is given to the achievernent
of strategic objectives and potential
negotive risk Impact.
Elevated levels of nsk accepted in
the case of opportunities that offer
improved returns.

Elevated levels of risk accepted in
the case of opportunities that offer
improved returns,

Very receptive

High levels of nsk accepted in the case
af unproven or new projects that offer
significant returns or growth potential

Description and change in year

Risk mitigation including specific 2022 actiens

1. Failure to manage the supply chdin
Risk rating

VERY HIGH

Impact: High Likelihood: High
Risk appetite

Prudent

Link to strategy

Customer satisfaction
Complexity reduction

Oigital

Sustainability

Links to ather risk elements

Global macro-economic uncertamty &
palitical instability

Business disruption (climate change /
natural disasters)

ESG/Climate Chonge

Failure to manage the supply chain could
have a material impact on our financial
performance and reputation.

K>

No change

Whilst global economic demand has reduced
in the last twelve months and some pinch-
points within logistic networks have eased, the
armed conflict in Ukraine, subsequent energy
price shocks, severe weather events, scarcity of
some key materials and the lingering disruption
caused by COVID-19 lockdowns, still elevates
the risks associated with receiving materials in
the right place, at the right quality and at the
right time.

The procurement strategy 1s to get the optimal
balance between the use of best cost countries
and having the supply chain localised to
production teams.

The divisional procurement teams continue
to perform thorough reviews of ocur supplier
base, qualify new materials, sign framework
agreements where necessary, utilise tooling
registers, work towards diversificotion of
supply chains, and create safety inventory
where needed.

We utilise a compliance partner to ensure the
regulatory compliance of our suppliers on such
matters as conflict minerals, EVJ Reach, RoHS,
USTSCA ete.

Leadership teams also held regular supply chain
review meetings deploying escalation meetings
with key suppliers where needed.

Dhvisional procurement teams assess specific
Supply Chain Code of Conduct risks and audit
high risk suppliers for all aspects of supply

chain risk including Modern Slavery.

Sites also continue to update thetr business
continuity arrangernents for changing production
processes with dual sourcing arrangements

in place for key components. During the extended
lockdown in Shanghai, weekly supply chain
meetings were set up to utilise alternative
suppliers and production facilities and to

rmoritor legistics.
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Risk rating & appetite, link to strategy
and key elements

Description and change in year

Risk mitigation including specific 2022 actions

2, Global economic uncertainty and
political instability

Riskrating
VERY HIGH
Impact: High Likelihood: High

Risk appetite
Balanced

Link to strotegy
Customer satisfaction
Complexity reduction

Sustainability

Links to other risk elements

Business disruption {climate change /
natural disasters)

Foreign currency fluctuations

The Group operates in diverse global markets
and demand for our products is dependent on
economic and sector-specific environments.
A downturn in the giobal 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.

A

Increased

Due te Russia’s invasion of Ukraine, on 4
March 2022, we ended oll new business in,
and international deliveries te, Russia. On 27
May 2022 we completed the divestment of
our Russian subsidiary to local management
resulting in a loss on disposal for the Group
of £4.8m.

Predictions of global economic growthin

the short to medium-term continue to reduce
whilst many countries have experienced levels
of inflation not seen in decades. IMI Precision'’s
business is the most sensitive to economic
cycles, whilst IMI Cnitical continues te face highly
competitive markets and foces a structural
decline in the new construction fossil power
sector. Whilst IMi Hydronic is o shorter-cycle
dwvision it hos a lower sensitivity to econemic
conditiens but may be impacted by mild
Europeon winters.

We compile annual strategic plans and maintain
a balanced portfolio operating across a range of
markets, sectors and geographies with no single
dependency. We also have contingency plans

in place to enable changes in our operational
footprint should geopolitical changes or other
forms of disruption impact our ability to trade
between various countries (for example European
energy restrictions or further China lockdowns).

Qur divisions ensure their forecasting processes
include scenario stress testing, reviews of
sector metrics and getting closer to the
customer to receive early indications of reduced
customer demand to cllow proactive and rapid
management of plant cutput.

Through greater digitisation and integration
of data, disional management have angoing
reviews of order books, milestones for major
projects and customer credit ratings. These
and other key metrics are fed back inte
monthly divisional and Executive meetings.

We are conscious that significant increases in
food and energy costs have disproportionately
impacted the most vulnerable and therefore
we have targeted pay increases to support our
lower paid employees.

3. Competitive markets

Risk rating

HIGH

Impact: Medium  Likelihood: High

Risk appetite
Receptive

Link to strategy

Customer satisfaction
Complexity reduction
Innovation

Sustainability

Talent & engagement
Digital

Links to other risk elements

Global macro-economic uncertainty
& political instability

Margin erosion
Organic growth
ESG/Climate Change

Competition in our core markets, from both
existing and new competitors could create
strong pricing pressures, potentially resulting
in lost sales and reduced profits.

<>

No change

This year IMI Critical has seen a significant
increase in Aftermarket orders for parts and
upgrades, however climate change transitional
risks could see o decline in the Oil & Gos sector
in the medium-term.

We have an M&A strategy which locks to
apply our expertise in attractive markets, in
established and adjacent sectors with a strong
link to our Better World strategy. This has been
demonstrated threugh the recent purchases
of Adaptas, Bahr Modultechrik, CorSolutions
and Heatmiser.

Our Growth Hub aims to create significant
customer-pull ond uncover new opportunities

by sclving our customers' key problems, through
advanced applications engineering, helping

us deliver more competitive products such as
Adaptix, Hydrogreen, EroSolve, VIVO Electrolyser
and TA Smart.

We moniter competition risk monthly by
reviewing progress against our strategic growth
plans and the performonce of our peers.

Robust contractual terms ensure material price
inflation is passed onto the end custormer. The
nature of IM| Critical's long-term projects enables
efficient hedging of fereign currency

and commodity prices.

We maintain strong brands and defend our
trademarks and brands and continue to
develop our market leading applications
engineering expertise.

Our Value Today initiatives aim to maintain

or even strengthen our competitive position
through innovative solutions from Growth Hub,
continuous process Impravement, growth in the
Aftermarket and an acceleration of IMI Hydronic's
HVAC solutions due te the greater demand for
energy efficiency.
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Principal risks and uncertainties

Risk rating & appetite, link to strategy
and key elements

Description and change in year

Risk mitigation including specific 2022 actions

4, Talent

Risk rating

HIGH

Impact: Medium  Likelihood: High

Risk appetite
Balanced

Link to strategy

Custorner satisfaction
Complexity reduction

Talent & engagement

Links to other risk elements
ESG

Global macro-economic uncertainty &
political instability

Health & safety

The inability to attract talent or retain a
diverse set of employees with the required
set of skills and experience in the desired
territories.

<>

No change

Talent risk wos resed to high ot the end of 2021
due to the impact of the pandemic, the boost
on economic growth and employrment from

the gradual reopening of developed econeomies,
wage inflation and a petential scarcity m the
desired sklis for the type of talent IM| seeks.

Workstreams on attraction, visibiiity and
development ('Big Play on Talent”) have

been set up to mitigate the risk and improve
IMI's attractiveness as an employer. Levels of
regretted turnover and very positive employee
engagernent scores are encouraging.

Whilst global economic demand may be
waning, most economies have been close to
historic lows for availability of labour and with
most employers unbikely to maintain real wages
in the short-term, the pressure to retain key
talent remains

The risk is regularly assessed by the proactive
monitoring by HR Business Partners of regretted
turnover, exit interviews, percentage of vacancies
filled internally, performance objectives, talent
reviews and succession pions.

External consultants are used to ensure the
appropriateness und competitiveness of
remuneration, There has also been a greater use
of flexible working and a wider range of voluntary
employee benstits. The work on Inclusion &
Diversity has now been embedded into the
divisional leadership tearns.

Employee engagement continues to be a key
part of the MR strategy, though Workplace

our internal communications platform, the IMI
Woay Day, cur new Global Employee Assistance
Programme, our new Leadership programme and
the annual One Big Voice survey, which this year
continued to see an overall increase in employee
satisfaction. Where pockets of improvement

are identified, local management are required to
draw up action plans for review.

5. Unauthorised access to our IT
systems

Risk rating
HIGH
Impoct: Medium  Likelihcod  High

Risk appetite
Very prudent

Link to strategy
Complexity reduction

Digital

Links to other risk elements.
Legol compliance nisk

As the digital and security threat environment
is quickly evalving, we cannot guarantee

that our actions are keeping pace with the
constantly evolving threat environment.

Unapproved access to our IT systems
could resutt in loss of intellectuol property,
fraudulent activity, theft and business
interruption,

Increased

We continue to detect, block and remediate
threats on an ongoing basis with a visible
increase in the volume and complexity of
threats especially in the wake of the conflict

in Ukrame (including malware, ransemware,
attempted data theft, credential theft, phishing
and external hacking attempts).

IMI Hydronic Engineering was the subject of
such a disruptive attack in December 2022, Qur
preventative and mitigation defences, ncluding
robust systerm and data recovery plans,

meant that operations were quickly restored
and impacts to customers and customer
service were imited. We continue to ncrease
our activity and investments in preventative
infrastructure, recovery planning, penetration
testing, and employee traiming in order to
minimise any impact of these ongoing threats

We have a well-developed multi layered IT
security strategy, that is reviewed regularly, and
a forma! update is given to the Board annually.

The strategy inciudes the use of next generation
firewalis, multi-factor authentication, Internet
filtering, endpoint and server protection using
Al based malware and threat detection, email
security, device control, penetration testing,
24/7 monitoring and rolling security awareness
programme.

We continue to implement improvements to our
iT infrastructure to keep abreast of new threats
that inform future security investment planning.

We operote a security oversight / approval
process regularly test our disoster recovery plans,
maintain robust backups throughout the Group
ond retain the support of specialist consultants /
service providers as required.
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Risk roting & appetite, link to strategy
and key elements

Description and change in year

Risk mitigation including specific 2022 actions

&, Organic Growth

Risk rating

HIGH

Impact: High Likelihood: Medium

Risk appetite
Receptive

Link to strategy

Customer satisfaction
Complexity reduction
Innovation

Sustainabil ity

Talent & engagernent
Cigital

Links to other rigsk elements
Competitive pressures

Global macro-economic uncertainty &
political instability

ESG / climate change

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

Increased

Our Better World strotegy and increased
customer intimacy are two of the levers for

us to accelerate profitable organic growth

The Growth Hub programmes start with
understanding the custemer preblem and
allow us to identify, design, refine, and develop,
the flexible, high performing and sustcinable
solutions demanded by our customers and
wider society.

We continue to invest in new leadership talent
into digital and our Growth Hub, with additional
digrital marketing resources promoting cur
brand and products. With the use of external
experts, Growth Hub aims to innovate into new,
sustainable markets solving acute industrial
problems. Processes and governance are in place
to aveid new product concentration risk, to
ensure projects are scalable and relevant teams
have the bandwidth to deliver successful new
products/services effectively.

Growth Huh Innks at: opportunities across all
three horizons and dll three divisions are looking
to use moere digital tools tc enhance customer
experience. We have established centres of
design and technological excellence across our
businesses. Each division has a new product
development strategy which is regularly reviewed,
with divisional engineenng teams reporting on
the performance of our existing produets and
new market or competitor developments.

7. Business disryption / Natural
disasters

Risk rating
MEDIUM
Impaoct: Medium  Likelihood: Medium

Risk appetite
Very Prudent

Link to strategy

Customer satisfaction
Complexity reduction
Sustainability

Digita!

Links to other risk elements
ESG / Climate change
Supply-choin

Global macro-economic uncertainty &
political instabilty

The risk to life or disrupticn to production
caused by large scale events such as, extreme
weather, pandemics, conflicts and disasters
etc (where not covered by other specific risks,
for example cyber).

Decreased

The risk rating has been reduced from HIGH as
the world continues to be better equipped to
deal with the specific threat of COVID-19.

The risk of disruption still remains elevoted due
to the engoing impact of COVID-19 and other
contagious respiratory illnesses, other pandemic
threats os well s extreme weather events,

Throughout much of the first part of 2022,
supported by a cross-function, cross divisional
support teamn, the Executive team continued to
review IMI's CGVID-19 mitigation measures with
monthly meetings supported by weekly updates.

Management teams continue to review
emergency response and business continuity
plans to bolster operational resilience m order

to minimise the impact of iarge-scale disruption.
For example, our Indian operations supported our
Chinese sites during the extended lockdowns.

We have around the clock access to health and
security services should a major incident occur.

Further work was performed in 2022 to
understand the potential physical risks our sites
face under various climate change scenarios.
Further information can be found on page 77.
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Risk rating & appetite, link to strategy
and key elements

Description and change in year
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Risk mitigotion including specific 2022 actions

B. Failure to deliver major
transformational projects on
time and on budget

Risk rating
MEDIUM
Impact: Medium Likelihood: Medium

Risk appetite
Prudent

Link to strategy
Customer satisfaction
Complexity reduction

Digital

The Group is continually evolving and
taking opportunities in response to
external conditions and market pressures.
Qur current strategy includes large
restructuring programmes dand 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.

Decreased

All three divisions in recent years have
succassfully completed change management
programmes

The Group continues to review our operational
footrprint and will ensure knowledge from
previous exercises are rolled nto any future
projects

We have deep and extensive restructuring and
integration expertise which see restructuring
costs and realised benefits tracked monthly
against target.

We operate robust and proven processes to
manage and monitor major projects {for example
in 2022 iMi Precision completed the execution
phases of their Fit for Growth and Customer First
projects), including business cases which set out
clear and meaosurable timetables and milestones,
which are reviewed regularly by our Executive
Committee and divisicnat management teams

Project management and governance processes
underpin all major [T projects to support efficient
ERP systern roll outs (for example the move onto
JDE version 9.2 by a number of sites during the
year). Upon completion of a significant project,
we undertake a post-investment appraisal to
wdentify areas for improvement.

9. Failure to comply with legislation or a
breach of our own high standards of
ethical behaviour

Risk rating
MEDIUM
Impact. High  Likelihood. Low

Risk appetite
Very prudent

Link to strategy

Customer satisfaction
Complexity reduction
Sustoinability

Digital

Links te other risk elements
ESG / Climate change
Health & safety

Tax compliance

We have an established framework which
demands the highest standards of ethics,
legal and regulotory complionce across all
our businesses. As we deliver sustainable
profitable growth, it is essential that we
maintain these standards. A breach of
legisfative requirements could result in
finoncial and reputational damage.

<>

No change

Except for Russia, we continue to operate in
similar markets as last year

The invasion of Ukraine sow a significant
ncrease in export controls and sanctions and
the global privacy landscape continues to
develop.

Ml's legal and compliance teams, supported by
externdl specialists, werked to ensure IMl was
fully complant with international sanctions
introduced following Russia's invasion of
Ukraine IMi ended all new business in and
international deliveries to Russia on 4 March
2022 and divested its Russia subsidiary 1Ml
international LLC on 27 May 2022.

We conduct business through agents in IMI
Criticel Engineering and operate a detailed
pracess to ensure agents comply with our high
standards of business conduct.

Detalled legal due diligence was conducted on
all acquisitions in the yeaor,

Each division assesses its own compliance risk
and formulates an onnual divisional compliance
plan which s implemented by ecch of therr
Ceneral Counsel, with results reported to Group
on a quarterly basis.

Due diligence on third parties, trade sanctions
and customers are the subject of standard
operating procedures and carried out by the
divistons using Group-wide software.

Dedicated resources at both the Group ond
dvisional level ensure employees are provided
with the necessary training, guidelines, access
to subject matter experts, and stondard
operating policies.

In 2022, a revised and more comprehensive Code
of Conduct was launched, in 13 languages. The
Code is supported with high-leve! guidance for
all employees followed by detolled traning for
relevant staff on indwvidual elements of the Code.

We continue to enhance the Group's data
privacy framework.

We operate a confidential independent hotline
to repart concerns. Reports are nvestigated
thoroughly and where required; action is taken
to resolve issues. The Group's Ethics &
Comphance Committee meets monthly and
reviews all hotline reports alongside any external
complaints or internol referrals of serious
accusations of breaches of the Code of Conduct.
In 2022, the Cammittee reviewed 32 cases
compared to 39 cases in 2021,
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Risk rating & appetite, link to strategy
and key elements

Description and change in year

Risk mitigation including specific 2022 actions

10. Quality issues leading to product
recall, warranty issves, injury,
damage or disruption to
customers’ business

Risk rating
MEDIUM
Impact: Medium  Likelihood: Medium

Risk appetite
Very Prudent

Link to strategy
Customer satisfaction
Complexity reduction
Innovation

Digital

Links to other risk elements
Health & safety

Legal compliance nsk

Developing innovative and technologically
advanced products is at the heart of IMI.
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
reputoational damage.

<>

No change

This area continues to be a key focus for our
businesses, by minmising the cost of quality
and warranty clgims

Our Guality Management systems, quality
operating policies, product quality plans, and
escalation processes allow us te continually
improve product quality.

Across our operational platform we have

well embedded process control, continuous
improvement programmes, and Advanced
Product Quality Planning processes, Qur most
criticat projects include extensive testing of the
firished product and customer sign-off.

We have a detailed mapping of our engineering
resources across our customers and geographies
and elements of cur product quality (product
complicnce and elements of our quality
management systermns) are audited by external
third porties. Our sites often have weekly
performance reviews and key statistics over the
cost of quality are included in morithly operational
reviews attended by IMI's Executive tearm. Should
significant issues occur, a process which inciudes
full root cause analysis, creation of action plans
and lessons learnt debrief is put into action.

11. Failure to integrate acquisitions
successfully and deliver the
required synergies

Risk rating
MEDIUM
Impact: Medium  Likelihood: Mediurm

Risk appetite
Receptive

Link to strategy
Customer satisfaction
Complexity reduction

Digital

Links to other risk elements
Competitive markets

Global macro-economic uncertainty &
political instability

Underperforming acquisitions deliver below
expectation synergies and reduced profit.
f material, this can significantly impact
shareholder value.

<>

No change

{Mi has acquired four cormpanies since
Decernber 2021,

Adaptas Solutions — December 2021
Bahr Modultechnik - June 2022
CorSolutions - Gctober 2022
Heatmiser - December 2022

We track these acquisitions to ensure they

deliver value; the planned synergies and that IMI

prevides ongoing support and training for the
local managernent teams.

We have in-house M&A expertise whe operate
a proven, structured integration process.

The strategic review process helps identify value
enhancing acquisitions which would akgn with
the Group's strategy.

Upon completion, a detailed 100-day process

1s used to ensure adeguate resources are In

place, progress is on schedule and the identified
synergies (both hard and soft) are being realised.
Monitoring of integration progress is reported to
the Group monthly. The Booard receves regular
updates on progress and with the assistance of
the internal assurance teams, carries cut a review
in year three after each acquisition.
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Viability statement

Viability statement

The directors have assessed the viability of the Group over

a relevant period, taking into account the Group's financial

and trading position as summarised in this Annual Report,

the principaf risks and uncertainties set out on pages 88 to 93,
the Group's going concern assessment set out on page 95 and
the five-year business plan reviewed by the Board in September
2022. Based on this assessment, and other 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 Report to 31
December 2027.

The directors determined that the period to 31 December 2027
conshituted 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 a longer timing
horizon, the five-year period to 31 December 2027 was chosen
as it wos aligned with the Company’s business and strategic
planning timing honizon and is a sensible period for such an
assessment. [t s believed this period provides readers of the
Annual Report with an appropriately long-term view with which
to assess the Company's prospects although future outcomes
cannot be predicted with certainty.

The directors carried out a robust assessment of the principal
risks facing the Group, considering those that could threaten its
business model, future performance, selvency or liquidity.

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

» Purpose-fed strategy Breakthrough Engineering for a
better world delivering improved margins and sustainable,
profitable growth

» Well-balanced portfolio, bound by world class engineering
capabilities that offers through-cycie resilience

» Better World purpose aligns the Group to attractive growth
markets, supported by global macro trends

» Strong balance sheet offering strategic flexibility alongside
disciplined financial objectives

» Differentiated environmental profile - cur sclutions enable
energy efficiency, sustainabifity, and safety

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

The scenarios censidered were as follows:

Scenario 1: A modest global macroeconomic recession In 2023 representing
a 5% reduction In revenues.

Link to principal nsks: Global economic or political instability

Scenario 2! A product recall with a one-off 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 2023 representing
a 16% reduction in revenues.

Link to principal risks: Failure to manage the supply chain; global economic
or political instability; business disruption/natural disasters.

Scenario 4: This scenario considers the combined impact of scenano 2 and
3, both a £200m product recali and a 16% reduction in revenues due to
IMACIOBLONOITIL (ECESSION

Link to principal risks: Guality 1ssues leading to preduct recall, warranty

issues, injury, damage or disruption to customers’ business; global economic
or political Instability, business disruption/natural disasters

Finally, the Board considered a reverse stress test which
demonstrated that o breach of covenants would not accur
unless there was an extreme unforeseen event causing a revenue
reduction of greater than 23% in the 12 months following
approval of the Annual Report ond Accounts. Mitigoting actions
considered for this reverse stress test include, but are not limited
to, reducing working capital, restricting capital expenditure,
reducing overheod spend ond employee costs ond cutting or
suspending dividend payments to shareholders. The mitigating
actions do not assume any special governmental support other
than normally available schemes such as short-term working in
certain countries.

The Board considered the Group's iquidity, available banking
facilities and banking covenants, details of which are inciuded

in Note 1to the financials stotements. The Boord also considered
the Company's ability to raise capital in the future, as well as
both the ongoing actions undertaken to prevent occurrence and
the potential actions to mitigate the impact of any particular
risk. In making its assessment, the Board recognised the principal
risks facing the Company, including those that would threaten
its business model, future performance, solvency or liquidity.

A summary of these risks can be found on pages 88 to 93.

The directors’ assessment also recognised a number of

key features of the Group's operations. The Group's wide
geogrophical ond sector diversificotion, and the spread of
activities across many production sites, help minimise the risk

of serious business interruption. Furthermore, our business model
is structured so that the Group is not overly reliant on a few large
customers. Qur largest customer constitutes under 3% of Group
revenue and our top 20 customers account for under 14%

of Group revenue. In addition, our ability to flex our cost base
reduces our exposure to sudden adverse economic conditions.
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Going concern

After making enquiries, the directors have a
reascnable expectation that the Company and

the Group have adequate resources to continue

in operational existence for the foreseeable future
and for a pericd of at least twelve months following
the approval of the Annual Report & Accounts.
Accordingly, they continue to adopt the going
concern basis in preparing the financiol statements.
Further details are included within Note 1 te the
financial statements.

[O] IMI Criticat Engineering —
Pittsburgh, USA
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Board of Directors

Lord Smith
of Kelvin

Chanr

Roy Twite
Chief Executive

Daniel Shook

Finance Director

Thomas Thune
Andersen

Seniar independent
non-executive director

* Listed company directorship.

Nationality

British

British

American

British

Danish

Committes
membership

Nominotions
Committeg
- Chair

Executive
Committee

Exscutive
Committee

Nominations
Committee

Audit Comimittee

Non-executive
director respansible
for employee
engcgement and
ESG matters

Date of
appointment.

2015

2019 as Chief
Executive
ond 2007

as director

2015

2018

Expartise

Signficant UK and
international board
experience

Extensive knowledge of
both engineering and
manufacturing

Strong track record in
private equity, mergers
and acquisitions
Specichist capability

in finance

Proven organisationel ond
engineering expertise

Management capability

having run oll of IMI's divisions

Extensive knowledge of end-
markets and customer base

Extensive fingnoial
management experience
Extensive knowledge

of complex process
manufacturing ocross o
range of industrial sectors

Strong international

perspective, howing worked in
a number of key geographies

during his tirme with two
leading global businesses

Experenced internaticnal
business leader in sectors
including oll, energy, marine
and ¢ritical infrostructure

Broad experience as a non-
executive director of various
public companies

Specualinterest n ESG
matters in particulor
corporate governonce and
chrmate change issues

Key external
appointments

Non-executive Choir of
the British Business
Bonk ple

Non-executive director
of Halma plc*

Chair of Lloyds Register
Group

Chair of Orsted A/S*
Non-executive director
of Green Hydragen
Systems”

Mermber of the Darush
Committee for Good
Corporate Governance
Non-executive director
of BW Group Ltd

Chair of VRK Holdings
A/S

Specific contribution to
the company’s long-term
success

Extensive internationgl
business, sector and
board level experience
enables Lord Smith's
valuable leadership of
the Boord and drives
his cornmitment to
robust corporate
governance

Drowing on his generol
rnanagement and
aperational experience,
Roy brings clear
strategic leadership,
passion for and a deep
understanding of the
engineenng sector, the
Group's divisions and
stakeholders tolead and
inspire the Group

Damel contnbutes his
considerable global,
financial and business
developrnent experience
from lorge multinational
comparniies to drive
strong financial
leadership ond support
the growth of the Group

Thomas brings a wedlth
of international business
and board level
experience 1o his rale as
Senior independent
Director He draws on
his broad knowledge
and personal interestin
sustainability and
culture when performing
his designated employee
engagement and ESG
activibies, supporting
the formulation and
dehvery of our E5G
strotegy
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Isobel Sharp
Independent non-
executive director

Caroline Dowling
Independant non-
executive director

Katie Jackson

Independent non-
executive director

!
I

Dr Ajai Puri
Independent non-
executive director

Strong level of
experience as

Neati Tt

C ¥ Date of

>4

British

Irish

British

Armerican
British

recorded in our new
board skills matrix

membership

Audit 2015
Commuittee
— Char

Nominations
Committee

Nominations 2020
Committee

Remuneration
Committee
- Charr

Neminatians 2018
Comrmittee

Remuneration
Committee

Audit 200
Committee

Norminations
Committee

Remuneration
Committee

Engineering &

appointment

Expertise

Caonsiderable aceounting,
avdit, governance and
transactions experience
including trme as ¢ member
of the UK Accounting
Standards Board and the
Reporting Review Panel

Worked with many
nternational businesses
on strategy, nsk and
sustainability matters

Successful executive career
in the technology sector
with an industry-leading
Fartune Global 500
company with operations in
30 countries

Senor executive leadership
reles across internationat
operations ncluding
supporting complex supply
chains

Servor executive experience
In major ol companies and
investment banking

Specialst knowledge of the
Cil & Gas sector

Excellent corporate finance
experience including
mergers and acquisitions

Expenenced in international
business

Expert im innovation,
science and technology and
marketing

Holds a PhD in Food Science

Worked for The Coca-Cola
Company in avarety

of roles in research and
development, nnovation,
consumer marketing and
general management, rising
to Senicr Vice President

Finonce & Risk  MEA

Key external
appointments

Non-executive director
ond Audit Committee
Chair of The Bankers

Investment Trust PLCT

Non-executive director
of Balanced
Commercial Property
Trust Limited*

Member of the
International Advisory
Board at Edinburgh
University Business
Sehoal

Non-executive
director of DCC plc”

Non-executive
director of Tyndall
National Institute

Non-executive
director of CRH plc*

Director of UNICEF
reland

Executive Vice
President Acquisition,
Divestment and New
Business Development
at Shell ple

Charr of POWERTUI
Waormen

Non-executive director
of Britonnia Industries
Lirited, Indie™

Non-axecutive director
of Glam Internaticnal
Limited and member
of Audit, Capital and
Irvestment, Corporate
Responsibility and
Sustainability
Comrrittee

Y

w

Specific contribution to
tha company’s long-term
suUccess

Isohel contnibutes her
extensive financiol
experience and a strong
understanding of the
audit, governance,
control and regulatory
Jondscape to char
effectively the Audrt
Commitiee

Caroline brings substantial,
global boord level
experience and expertise in
digital, technology and
supply chain management.
Her passion for social and
humanitarion matters
provides o valuable insight
tc ESG considerations

Caroling’s expernence
serving on remuneration
committees enables her to
charr the Remuneration
Committee effectively

Drawing on her broad,
international business
and executive
experience, Katie shares
valuable insights on
strategy, sustainability,
M&A ang emerging
markets

Al brings significant
global business and
board level experience,
as well as expertise in
driving innovation and
developing new busingss
to suppart delivery of

the Group's strategy
Growingnew  IMifocus
business sactors
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Chair's Governance Letter

Dear Shareholder

The Board has worked closely with the Executive
committee to deliver cur strategy in the current
economic and political climate. Guided by ocur
purpose Breakthrough Engineering for a better
world, the Board has focused on:

» Progressing against our ESG commitments

» Sustaining our inclusive safety culture, where
employees feel engaged and able to speak up

» Maintaining reliable customer service during
supply chain pressures

I am confident that we have the right peopie
and governance structures in place to deliver
sustainable, profitable growth. In the Corporate
Governance Report on pages 100 to 145 of this
Annual Report, we describe our governance
practices and the workings of the Board and

its committees.

IMI plc Annual Report & Accounts 2022

Financial Performance

2022 was another year of strong performance, our purpose-led
strategy Breakthrouvgh Engineering for a better world continues
to drive sustainable, profitable growth across the Greup. An
overview of our results can be found on pages 32 to 36.In 2022
we completed three strategic acquisitions and continued cur
expansion into attractive growth markets. Further details can

be found on poges 8 and 45.

Political and economic uncertainty

In March 2022 we announced our commitment to cease all new
business in and international delivenes to Russia In May 2022,
the Board resolved to dispose of our Russian subsidiary to local
management, further details of the Board's considerations
regarding the disposal can be found on pages 45 of our s172
statement. In support of the people of Ukraine, we set up
donation points across our sites to collect items which were
then shipped to a government coordination centre in Poland.
IMI has also matched all donations across the business to the
Ukraine UNICEF appeai. More information can be found on
page 59 of the ESG report.

Purpose, values and culture

Throughout the financiat year we have continued to invest

in protecting ond nurturing our culture to ensure it is o
differentiator for our business. In a world that continues to

be volatile, having a strong culture helps us manage through
uncertainty. We operate a business where the safeguarding

of our employees is a priority, where we collaborate to create
o better world for our custorners, cormmunities and each other,
and where we adapt to ensure our people, products and
processes continue to thrive,

Our People

In the current economic and political landscape it is important
that we remember to prioritise the wellbeing of our employees,
by providing financial stability during the cost of living crisis
and supporting their mental health. In the year, we introduced
a global wellbeing programme for all employees. For more
informaticn on the support we provide to our employees please
see pages 5% and 60.
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ESG

With the support of our Better World teom and Thomas
Thune Andersen {our non-executive director with designated
responsibility for ESG matters), we continue to maoke steady
progress towards our ESG cormmitments.

During G3 2022, an ESG Beard engagement session was held
where selected members of the Better World team invited
questions, comments and discussion on our social initiatives
which were presented during the session. Further information

on these initiatives and our ESG ambitions can be found in our
ESG report on pages 46 te 79, which includes our Scope 3 targets
and the addition of our women in management target, both of
which the Roard approved in Q4 2022,

During 2027, the Remuneration Committee considered the
inclusion of an objective ESG metrie in our long-term incentive
plan (LTIP). The committee agreed to include a metric which
focuses on reduction of our CO; emissions intensity ratio which
1s completely aligned to our wider target of halving our CO,
intensity by 2030. 2022 was the first LTIP grant to include this
new metric, further information can be found on pages 131 of
our Remuneration Committee report.

Stakeholder Engagement

Throughout the pandemic, virtual meetings worked well and
dllowed the Boord to stay connected. Nonetheless, easing of
COVIDA7 restrictions across Eurcpe have enabled us to resume
a number of physical meetings. | am pleased to report that

the Board has also been able to engage with a range of
stakeholders in person this year.

In October 2022, along with the Board and Executive team,

I visited Cagliari in Italy for the opening of our IM| Remosa site.
| enjoyed seeing our purpose and culture in action. A number
of our employees, suppliers and customers were invited to
tour the site and meet the Board. It was a great cpportunity
for us to hear from our employees directly. Alongside our Chief
Executive, | alsc visited IMI Orton in June 2022, We met with
members of the local management team to discuss their
customer focus and drive for Better World growth. Please

see page 44 of our s.172 statement for more information.

| look forwaord to visiting our Adaptos site with the rest of

the Beard in 2023.

On behalf of the Beard, Thomas Thune Anderson (our non-
executive director with designated responsibility for employee
engagement) has attended meetings with cur graduates
and our Eurepean Communications Forum in the year,
Thornas' engagement significantly contributes to the Board's
understanding of how te support cur people. Employee
engagement over the year s summarised on page 110.

This two-way dialogue is enhanced by our annual One Big
voice employee survey, results of which can be found on page
58 of our ESG report. On behalf of the Board, | thank all our
employees for taking the time to complete the survey, your
insight helps the Board assess company culture and identify
areas where we can improwve

Front and centre of our engagement approach is the IMl Way
Day. It provides the opportunity for every site and every team
member to down tools and come together for one day to
celebrate their part in creating a better world for our customers,
our people and our communities. Employees were able to meet
in person this year and attend a number of local volunteering
activities. For further details please see page 59,

AGM

Our AGM provides the opportunity for our shareholders to
engage with our Board of Directors and hold them to account.
In May 2022 we held our first physical AGM since the outhreak
of the pandemic. We look forward to welcoming shareholders
to our in person AGM this year. Further details can be found
on page 146. Directors are available te answer shareholders'
questions formally during the AGM or informally afterwards.

Board effectiveness

The Board conducted an internal review of the effectiveness
of the Board and its Committees in 2022 using an ancnymised
questionnaire and Board discussion. Further details of the
process and outcome of this evaluation can be found on

page T12.

Lord Smith of Kelvin
Chair

2 March 2023
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Corporate Governance Report

Code Compliance Statement

The Beard is committed to maintaining good governance and confirms that, throughout the year ended 31 December 2022, it is
satisfied the Company has applied the principles contained in the 2018 UK Corporate Governance Code {the ‘Code’) and complied
with its provisions, with the exception of Provision 38. At the time of the introduction of the new Cade, the Company had already
signed a contract with the Finance Director that entitled him to a pension contribution equal to 20% of his annual salary. This was
higher than the pension contribution available to the workforce However, despite contractual obligations, the Remuneration
Committee discussed this issue with the Finance Director and an agreernent was reached whereby a phased reduction by 3% every
year of the Finance Director's pension would be implemented. Therefare, since the introduction of Prowision 38, the Company has
been nan-compliant for the above reason. During 2020, the Remuneration Comrmnittee engaged with principal shareholders, explained
the reasons far non-compliance and assured them of the intention to be fully compliant by 2023. During 2022, the Finance Director
received a cash allowance of 14% of salary. From T January 2023, the Finance Director will receive a cash aflowance equivalent to 11%
of base salary which is consistent with the average global employee pension opportunity for employees. Please see page 129 for more
infoermation. Our reporting on the application of the principles and against the provisions is contained in this Report and key cross
references are summarised below. Further details appear in the Directors' Report and other cross-referenced sections of this Annual
Report, all of which are incorporated by reference into this Report. A copy of the Code can be found at www.fre.org.uk.

Code Supporting disclosures and cross-references
Board leadership & » Good corporate governance 1s vital to the long-term success of the Compeany. We work within our governance structure
Company purpose descnbed in the IM| Governance Framework, which 1s summarnised on pages 102 to 103 and is locoted on our website,

We have a programme of business which focuses on financial and opercticnal performance, strategic initictives, our
Better World agenda, people and leadership matters and risk managerment. We hold an annual strategy day. For more
information about the Group's strategy, see the Strategic Report from pages 6 to 11

» Our Business Made! is displayed on pages 10 and 11. Reporting on our purpose, values, strategy and culture 1s set out
on page 109

» Inline with our Inciusion & Diversity policy, our Board 1s made up of o diverse group of skilled and experienced iIndviduals.
Director biegraphies are shown on pages 96 and 97 Individual rele descriptions can be found on page 104

» The Board ensures that the necessary resources are In place for the Company to meet 1ts objectives and measures
performance against them The Board has established a framework of controls which enables risk to be assessed and
managed. For more information on risk management and the risks faced by the Group, see the Risk Report on pages
861093

» IM| has multiple stakeholders who are all important to the long-term success of our business A description of
engagement processes in place with shareholders, employees and other key stakeholders 1s contained an pages 38 to
45 Thomas Thune Andersen is the non-executive director with designated responsibility for employee engagement,
which includes gathering the wews of the workforce on behalf of the Board Please see pages 104 and 110 for more
information about his role and activities Where engagement s not direct, it takes place via feedback from indraidual
Directors and members of management The relevance of each stakeholder graup will depend on the particular matter
requinng Board decision. Qur Section 172(1) Statement is contaned on pages 40 to 45. This demonstrates how the
Board promotes the long-term sustainable success of the Company

» Further information about our Better World strategy and how we impact wider society and contribute to society can
be found in the ESG section of the Strateqgic Report on pages 46 to 79 and poge 42 of our Section 172(1) statement

n Our Code of Canduct sets out aur values and the standards of behaviour we expect fram everyonie at IM| The Code
was updated, approved and launched in Q4 2022. We encourage people to report any breaches of the Code and other
concerns through our IME hatline. The Board reviews the operation of and reports from the IMl hotline. Details of key
policies in place at IM} are listed on page 84 Details of our Speaking Up whistleblowing hotline arrangements are
contamned on page 53 and 92

» The Board has ¢ formal system in place for Directors to declare a conflict or a potential conflict of interest. All Directors
are asked to declare any conflicts at the start of each Board meeting and confirm their interests via an annual
declaration. A statement of Directors’ interests in Company shares 1s set out on page 139

Division of » A descriptien of the different Boord roles and responsibrlities is set out on page 104. The outcomes of the reviews
responsibilities of iIndependence of the non-executive directors ond time commitments are set out on page 108 and page
122 respectively

» Board composition (including an assessment of independence) 1s displayed on pages 96 and 97. No non-executive
director has served for more than nine yeors

» A summary of the process and findings of the 2022 Board evaluatian can be found en page 112

» Led by the Senior Independent Director, the Chair's performance was reviewed. See page 112 for mare information
The performance of oll directors was reviewed by the Char For more information, please see poge 112

» All Directors external appointments are subject to board approval When considering approving on appaintment,
the Board takes into account conflicts of interest, the Directors performance and their ability to meet their time
commitment to IMl For more information please see page 122

» The Company Secretary supports the effective and efficient operation of the Board and its Committees. All Directors
have access to the Company Secretary for odwice, as well os access to independent professional aduice ot the
Company's expense
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Code

Supporting disclosures and cross-references

Composition, succession
and evoluation

Audit, risk & internal
control

Remuneration

» Suceession plenning for the Board and certain senior management rales is described in the Nominations Committee
Report on page 120

» Board composition is presented on page 121. Details of the Board skills matrix, to ensure the Beard and its
Committees have a combination of right skilis, experience and knowledge necessary to oversee and support the
management team in the execution of the Company's strategy, is on poge 120

» The Board has a formal, nigorous and transparent Boord appointment process The Group's induction pregramme for
any newly apponted directors 1s described on page 122

» A description of the Company's Inclusion & Diversity agenda is described in the Nominations Committee Report on
page 121 and in the Strategic Report on page 62, Our Board Inclusion & Diversity Policy is summansed on page 121

» The outcome of the 2022 Board and Committee internally-faciliteted annua! evaluation, including progress on
certain 2021 evaluation actions and cgreed areos of focus for 2023, are set out on pages 112 and 122

» All directors are standing for re-election and further information {including details of their individual contributien
to the leng-term success of the Compeony) can be found on page & and 7 in the Notes to the AGM Notice

» The Board reviews the main features and effectiveness of the Company's internal control and risk managernent
framework The Audit Committee’s work in relation te internal financial controls is summarised on page 117

» At least twice a year, with the support of the Head of Group Risk Management & Complicnce, the Beard reviews the
Group's principal and emerging risks. This is 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 risk appetite to support the delivery
of the Group's long-term strategic priorities Reporting on our risk management systems ond information about the
risks and uncertainties that relate to our business are detailed on pages 86 to 93 of the Strategic Report

» Our Audit Committee Repoert, describing how it 1s composed and how it has discharged its responsibifities, 1s
contained on pages 114 to 118 A description of the Group's internal audit function 1s set out on poge 117 and a
report on the independence and effectiveness of the external auditors, Delartte, can be found on pages 117 and 118

» The 'fair, balanced and understandable statement’ is contained on page 149

» Our Remuneratien Committee Repart is contained on pages 124 to 145

» Following consultation with major shareholders, our Directors’ Remuneration Policy was approved by shareholders in
May 2021 The full Directors’ Remuneration Policy can be found from page 85 of the 2020 Annual Report

» Page 132 of the Rermuneration Committee Report describes any discretion applied by the Remuneration Committee
in the course of its work. No director or member of senicr management is involved in determining his or her own pay

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

In accordance with the Code, the Board has delegated certain roles and responsibilities to its principal Board Committees. While the
Board retains overall responsibility, the Committees carry out deep dives into therr areas of respensibility. Committee Chairs report
pack to the Board on the matters discussed, decisions taken, and, where appropriate, make recommendations to the Beard on
matters requiring its approval Minutes of all Committee meetings are made available to all directors.

foundan page 55.

IMI p'C Board Membership

Lord Smith of Kelvin (Company Chair) Roy Twite
Darel Shook
Isobel Sharp

Thomas Thune Andersen
Katie Jackson

Carcline Dowling

Pr Ajan Purnt

Summary of key board activity in 2022
Turmn to pages 106 and 107

Main responsibilities

Nominations Committee O . orvst o of Audit Committee
Lord Smith of Kelvin (Chair) B : : Isobei Sharp (Chair)

Membership Membership
Tt o

@ Turn te page 114

Executive Committee
Roy Twite {Chair)

@ Turn ta page 109
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The IMI Governance Framework sets out the Schedule of Matters Reserved for the Board and the Terms of Reference tor each
principul Board Committee. The IMI Governance Framework also describes the responsibilities of key positions en the Board and the
Company Secretary. A complete copy is located on our website. We review and update the framework regularly to reflect
developments in corporate governance and best corporate practice.

Main responsibilities

» Promoting the long-term success of the
Company for the benefrt of its shareholders

» Generating value for shareholders and
contributing to wider society

» Demonstrating ethical leadership, high
standards of behoviour and overseeing
good governance

» Ensuring effective engagement with and
encouraging participation from shareholders
and key stakeholders

Main responsibilities

» Setting and monitoring the Group's values,
purpose and strategy and ensuring that these
and its cuiture are aligned

» Ensuring that the necessary resources are in
place for the Group to meet ts objectives
and measure performance against them

» Setting a framework of prudent and effective
controls, which enable risk to be assessed
and managed

Remuneration Committee

Caroline Dowling (Chair)

Mermbership

1 Son

Sk

¥ InLC

» Ensuring the Group 1s appropriately managed,
operates respensibly, with effective controls
in place

» Ensunng that werkferce pelicies and practices
are consistent with the Group’s volues and
support its long-term sustanable success

» Reviewing rmnehagement performance ond
the operating and finoncial performance of
the Group

Main respensibilities

Crrr

ard derernne
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Roles and responsibilities

Board Chair

Lord Smith of Kelvin

Main responsibilities

» Creating the conditions for
overall Board and indimdunl
director effectiveness

» Promoting o culture of

» Encouraging all Board
members to engage in Board
and Committee meetings
by drowing on therr slolls,
expenence and knowledge

Chief Executive

Roy Twite

by the Board

Main responsibilities

» Runming of the business and
corporate affairs of the Group
vnder the autharity delegated

» Ensuring thot operaticnal
policies and practices drive
appropriate behaviour

» Ensuring that effective business
and financial controls and risk

Ceveloping a productive
working relationship with the
Chief Executive, providing
suoport and odvice, while
respecting executive
responsibility

monagement processes are in

openness and debate place

» Setting o board agenda
primarnly focused on strategy,
performance, value creation,
cuiture, stakeholders and
accountability

» Proposing Company strategy
and annual budgets

» Ensuring management provides
the Board with accurate, timely
and clear information

» Delivenng the strategy as
agreed by the Board

» Leading the Executive team

Leading the annual Beard
evaluation, with support
from the Senior Independent
Dhrector as appropriate, and
acting on the results

» Developing @ productive working

» Ensuring the Boord has relationshwp with the Chair

effective decision-making
precesses and applies sufficient
challenge to mojor proposals

» Implementing Board decisions

» Communicating o those
working for the Group

» Fostering constructive refatmons
between executive and non-
executive directors based on
trust, mutual respect and open
communications

Senior Independent
Director

Thomas Thune Andersen

Main responsibilities
s Acting as a seunding board for the Charr
» Leading the evaluation of the Charr

» Ensuring an orderly succession planning
process for the Chair, working with the
Neminations Committee

Company Secretary
Louise Waldek

Ensuring the Board listens to
the views of shareholders, the
workforce, customers

and other key stakeholders

example

Non-executive director
with designated
responsibility for
Employee Engagement

Thomas Thune Andersen

Main responsibilities

» Developing a balanced view of the issues
and concerns of employees

» Sharing employes views at Board meetings

» Ensuring that the Board take appropriate
steps to evaluate the impact of proposals
and developments on employees

» Where relevant and appropriate, provding
feedbuck to employees on board decisions
and direction during the engogement
process

» Soliciting the views of employees abaut
executive remuneration and sharing
feedback obtained with the Remuneration
Committee

Main responsibilities
» Supporting the Chair

expectations in respect of the
Group's culture, volues ond
behavtaurs, and leading by

Non-executive director
with designated
responsibility for ESG
matters

Thomas Thune Andersen

Main responsibilities

» Developing a balanced view of ESG
related issues and concerns

» Prowviding thought leadership and
supporting the Better World tearn

» Sharing ESG reloted wews learned in
Beard meetings

» Ensuring that the Board take appropnate
steps to evaluate the impact of proposals
ang developments (including internai and
external morket views) on ESG motters
and related relevant stakeholder feedback

» Ensunng that the Board operates in accordonce with good corporate governance under the
Corporate Governance Code and relevant regulatory requirements

» Acting as secretary to all of the standing committees af the Baard

» Ensuring that the Board has a recogrised procedure for any Director to obtoin independent
professional odvice ot the Compony's expense ond that all directors hove occess to the Compony

Secretary wha is o qualified solicitor
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Division of responsibilities

There is o clear division of responsibility between the Chair and Chief Executive, which is reflected in the IMI Corporate Governance
Framework approved by the Board. The Chair is 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
operational and strategic plans under authonity delegated from the Board.

The Company’s articles of association set out the Boord's powers. In the IMI Corperate Governance Framework, the Board has clearly
defined 'In writing' those matters which are reserved to it and the respective delegated outhorities of its committees and it has also
set written limits of authority for the Chief Executive. The Group has a clear erganisational structure and well-established reporting
and control disciplines. Managers of operating units assume responsibility for and exercise a high degree of autonomy In running
day-to-day trading activities. They do this within a fremework of clear rules, policies and delegated authorities regarding business
conduct, approval of proposals for investment and material changes in operations and are subject to regular senior management
reviews of performance. The Company's articles of association and the IMI Corporate Governance Framewnrk can be found on

our website

Board & Committee attendances

During the vear, the Boord met on six occasions to cover scheduled business. A number of unscheduled meetings were held for specific
projects. The table below shows the number of scheduled meetings attended and the maximum number of scheduled meetings that
the directors could have attended. Only in exceptional circumstances would directors not attend Board and

Committee meetings. Scheduled meetings are normaily held in person.

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

attendance Committee attendance Committes attendance Committee attendance
Thoemas Thune Andersen &8/6 100 4/ 4 100 4f4 100 n/a n/a
Caroline Dowling 6/6 100 o/ e 44 100 3/3 100
Katie Jackson 8/ 100 na a/a 4% 100 3/3 100
Dr Ajai Puri 646 100 A 100 4/4 100 - 3/3 100
Isobel Sharp 6/6 100 4/t 100 44 100 n/a n/a
Lord Smith of Kehvin 6/6 100 n/a n/a 414 100 nfa n/a
Daniel Shook 6/6 100 ) nfa n/a n/a nfa o n/a nfa
Roy Twite o &/6 100 U _n/o n/a n/a n/a o 7n7/c1 n/a

To date in 2023, the Board and each Commuttee has met once with all members in attendance
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Summary of 2022 Board activity

Activities

Outcomes

More Infermation

Strategy:

Considered and challenged the Group’s long-term strategic plons
und priorities

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

Received regular updates about strategic matters such as M&A

Reaffirmed iMI's purpose and vajues. Approved iMI's strategy
and key milestones

In February 2022, the Board approved aur Scope 1 & 2 nat
zero targets. Throughout the year, the Board recerved progress
updates on ESG actiity including the development of our ESG
strategy, our progress against our KPls and targets and details
of our Scope 3 emissions and reduction plans. The Board
rewewed analysis of the potential physical clmate risks faced
by our largest sites {(see page 77} and approved our Creating a
Better World strategy in Decemnber 2022 Please see page 44
for more information

Poges 10 and 11 of the
Strategic Report

Page 50 sets out aur ESG
progress in 2022
and targets

After careful consideration, the Board approved the proposed Page 45
transactions and business structuring decisions, including the acquisitions of Bahr, CorSolutions and Heotrmiser. The Board
integration of owr recent acquishtions recenved on update on the ntegrotion processes of Bohr
and Adaptas which included a summary of feedback from
employees at both sites
Finance, Risk & Operotions:
Revi d fi ial results during 2022 Approved the 2021 year-end results (including Annuol Report &
Acceunts), 2022 half-year results and related apnouncements
Revi i dividend proposal Approved final and interim dwvidends Page 147
Reviewed draft going concern and long-term viability statement Appraved the going concern and leng-term viabiity staterment Pages %4 and 95
Reviewed budgets and quarterly forecasts Approved the 2023 budget
Reviewed and deboted the overall risk profile of the Group, including Approved the updates to the principal risks as shown In Pages 8810 93
the principal risks, emerging risks and risk appetite the Strotegic Report meluding an vpdate an cimate risk
assessment
Conducted a deep dive into IT security and cyber-crime risk Oversight of activities to enhance the effectiveness of the Page 90
Group's IT security controls
Reviewed the effectiveness of risk management systems Risk ranagement and internal control systems were Page 115
and internal controls considered to be effective
Reviewed the annual treasury update Approved Treasury Policy Page 115
Reviewed tox strotegy Approved Tox Strotegy Poge 115
Received regular Executive reports Monitored performarnce and progress
Board site visit to M1 Critical's facility in Cagliari Enhonced the non-executive directors’ knowledge of the Page 99

Discussed supply chain challenges

Graup Engaged with local tearns, suppliers and customers
Provided an opportunity to assess culture and learn about IMI's
Innovation in Hydrogen

Recewed updates on efforts to consehdate <pend with key
suppliers and dual source where appropricte to provide more
supply choin resihence
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Activities

Qutcomes

More Information

Leadership, People & Culture:

Reviewed Health and Safety activities and performance

Reviewed progress made to further our inclusion & Diversity
ombitions using culture doshboard of diversity, inclusion and
equity indicators

Reviewed living wage in all locaticns

Reviewed a dashboard of cultural indicators and related
information

Reviewed succession plans for the Board, Executive
Committee and wider leadership group and carried out a
Group wide talent review

Reviewed the outcome of the new One Big Voice employee
survey and received a report from Thomas Thune Andersen
in relation to his activities as the non-executive director with
designated respensibility for employee engagement

Approved budget for humanitarian activities

Reviewed health, safety and environmental performance ond ongoing
Group-led initiatives to enhance the safety culture and performance of
the Group

Met the recornmendations of the Parker Committee Review on ethnic
diversity on the Board Qur Inclusion & Drversity policy 1s outhned on
page 121

We have accelerated plans for employees to be paid at least in hne with
living wage indices and this has also been factored into our annual pay
review process

Monitored and assessed culture ond ogreed it was aligned with the
Cornpany's purpose, values and strategy

Emergency cover for the Commuttee chairs and members was agreed,
toking Into account the requirements of the 2018 Cade and our Inclusion &
Diversity policy

The Boord were informed of the key themes from the One Big Voice
employee survey

Thomas Thune Andersen reported on his actities as the non-executive
director with designated responsibility for employee engagement and
contributed relevant insight to beardroom discussions throughout the year

Budget approved for 2022

Pages 64 and 65

Page 121

Page 124

Page 109

Page 120

Page 58
Page 110

Investors:

Received and discussed investor updates from the Investor
Relations team and the Compaony’s brokers

Provided the Board with an indirect view of investor priorties and
perceptions

Page 111

Governance:

Reviewed methods of stakeholder engagement

Reviewed and discussed the internol 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 and progress of work to identify
oreas where there is any risk of modern slavery occurring in
our supply chains

Reviewed the effectiveness of the whistleblowing policies
and processes and incidents under investigation and noted
the activities within the business to prevent and detect fraud

Reviewed director conflicts of interest, significant external
appointments and time commitments

Reviewed 2022 AGM notice
Received legal and company secretary reports

Reviewed fees poid to the non-executive directors

Effectwe direct and indirect stakeholder engagement confirmed
identified key findings, focus areas for 2023 and any traning needs

The review resulted in the Board opproving a revised IMI Governance
Framework to take effect from 1 March 2023

Approved the 2022 modern slavery ond human trafficking staterment

Receved an analysis of reports received via the IMI Hotline as well as
compensons against industry benchrmarking data Concluded that the
whistleblowang policies and processes were effective and noted the activities
within the business to protect and detect fraud

Approved updates to the Group's Code of Conduct

Effective board processes for conflicts of interest and taking on additionai
external appointments were confirmed

No concerns were raised regarding director ime commitments
Approved lsobel Sharp's external appointment

Approved 2022 AGM notice

Board apprised of key legal ond governance matters across the Group

The decision to determine fees to be paid to the non-executive directors was
delegated to the Charr ond the Chief Executive 1o ensure thot no director
was involved in decisions in respect of therr own remunerotion

Pages 38 ta 45,
111
Poge 112

WAMW ImIplc com

wawaw imiplc com

Page 92

Poge 53

Pages 108, 122

Page 122

Single figure table
onpages 128 and
138
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Board level employee engagement

Since March 2020 Thomas Thune Andersen has been the
nominated 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 tMlworkforce, supporting the directors’
collective responsibility to consider a wide range of stakeholder
perspectives when arriving at Board decisions. It includes the
following responsibilities:

» Developing a balanced view of the issues and concerns of
employees through various feedback channels such as Board
site visits, employee forumn groups, IMI Way Day focus groups
and reverse mentoring for example, ensuring feedback is
obtained from all divisions, all levels and all geographies

» Sharing employee views learned in Board meetings on an
ongoeing basis and in written format at least once per year

» Ensuring that the Board take appropricte steps to evaluate
the impact of significant 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 shanng feedback obtained with the Remuneration
Committee

This role does not take on the responsibilities of an executive
director, the Executive Committee, the HR team or act as a
proxy. Although Board members actively and directly engage
with our workforce through activities such as site visits and
attendance ot Growth Hub pitches, the Board felt that having
a non-executive director with designated respenstbility for
employee engagement would enhance its abibty to gather the
wviews of the workforce in g rmore structured way, and enable
a more focused approach to understanding the culture of

the Group.

In 2022, Thomas attended the following sessions:

» Focus group to explore in greater depth the findings of the
One Big Voice pulse survey launched in February 2022

» Graduate Induction presentations: our graduates were asked
to present their ‘Eureka’ idea to tackle the energy ¢risis to
Thomas, who then provided feedback to each presenter

» Whole Board engagement session for ESG matters

» Met with our Better World team to provide guidance on
Inclusion & Diversity, Health & safety and Investments in
CO, reduction

» Attended and presented at the Eurcpean Communications
Farum (ECF)

» Employee lunches: employees designated as talent were
invited to meet with the Board for an informal lunch acress
our UK and Kemosa sites

» In October 2022 the whole Board and Executive team visited
Sardimia for the opening of our IMI Remosa site. A number of
our employees, suppliers and customers were invrted to tour
the site and meet our Board face to face

| am pieased to have been able to meet with a number of
employees in person this year, Building on Board feedback from
last year, we have engaged our younger employees in focus
groups around a number of topics including communications,
talent attroction and talent development opportunities.

| would like to thank all those | spoke with for their openness,
enthusiasm and transparency. There continues to he strong two
way communication between the workforce and the Board.

Thomas Thune Andersen

Qutcomes of Board level employee engagement:

» Feedback from focus groups highlighted that areas of IMl's
Code of Conduct could be improved. During the year we
updated and enhanced our Code of Conduct, for further
information please see page 53 of our ESG report

» There is a strong desire among cur employees to understand
our efforts towords reducing our carbon emission and
increasing the environrment efficiencies of our sites. Our internal
communication platform includes a designated 'Better World'
group where all 10,000 employees can share their ideas for
reducing our environmental impact We will continue to use this
platform to communicate our ESG targets and progress made
towards these

Speaking Up

Details of the Group's speaking up arrangements are contained
on pages 53 and 92 of the Strategic Report. The Board monitors
operation of the Group's hotline, receives reports on activities
and checks that appropriate investigation and follow up is
carred out.
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Executive Committee

The Executive Committee is chaired by the Chief Executive

and the other members are shown on page 2. It is the senior
management body for the Group, and takes its authority from
the Chief Executive and is not a committee of the Board It

15 well balanced, experienced and diverse. It is 43% fernale
(meeting the requirements of the FTSE Women Leaders Review
(formerly Hampton-Alexander Review)) and is composed of
three nationalities. The Executive Committee's role description
can be found on page 103,

Gender Nationality
k] 1
& 2 &
& Mole & British
3 Fernale 2 American

1 Singaporean

Ethnicity Age

1

w

& White 3 40-49
1 Asran 4 50-59
3 60+

Tenure

w

3 0-5 years
1 4-10 years
3 11 years+

Purpose, Values & Culture

The Board endorses our purpose of Breakthrough Engineering
for a better world and sets the strategy for the Group to align
with this purpose. IMI's purpose is ot 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
operate in, and our shareholders. For more information about
our purpose, please see pages 10 and 11 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 do, and ensure we maintain
the foundations that have enabled IMI's success throughout its
150-year heritage. For more information, please see page 10

of the Strategic Report.

Customer intimacy One big team

L

QOur dashboord of cultural indicators supports the Board inits
responsibility to monitor culture and ensure alignment with

the Company's purpose, values and strategy. The dashboard
comprises more than 20 metrics inked to the IMI values which
individually ond 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 hotline reports received.
This year we added a new category, wellbeing. The dashboord is
designed to help the Board identify any factors which indicate

a negative culture or matters which could impede our ability

to dehver our strategic objectives.

In addition to the Board's review of the culture dashboard and
related information, there were a number of touchpoints in

the annual cycle during which reports and presentations were
provided to the Beard and its Committees allowing for further
consideration of these cultural indicators. Thomas Thune
Andersen, in his role as non-executrve director with designated
responsibiity for employee engagement, provided insights into
the Group's culture based on his interactions with employees
across the Group. Following a detailed review of culture which
included considerations of the Group's values and insights from
our non-executive director with designated 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 culture and ensure monitoring culture plays a key
role in Thomas' employee engagement activities.
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Board level employee engagement

Since March 2020 Thomas Thune Andersen has been the
nominated 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 stakeholder
perspectives when arriving at Board decisions. It includes the
following responsibilities:

» Developing o balanced view of the issues and concerns of
employees through various feedback channels such as Board
site visits, employee forum groups, IMI Way Day focus groups
and reverse mentoring for example, ensuring feedback is
cbtained from all divisions, all levels and all geographies

» Sharing employee views learned in Board meetings on an
ongeing basis and in written format at least once per year

» Ensuning thot the Board take appropriate steps to evaluate
the impact of significont proposals and developments
on employees

» Where relevant and appropriate, providing feedback to
employees on board decisions and direction during the
engagement process

» Solciting 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 and directly engage
with our workforce through activities such as site visits and
attendance at Growth Hub pitches, the Board felt that having
o non-executive director with designated responsibility for
employee engagement would enhance its ability to gather the
views of the workforce in a more structured way, and enable
a more focused approach to understanding the cuiture of

the Group.

In 2022, Thomas attended the following sessions:

» Focus group to explore in greater depth the findings of the
Cne Big Voice pulse survey launched in February 2022

» Graduate Induction presentations: our graduates were asked
to present their '‘Eureka’ idea to tackle the energy crisis to
Thomas, wha then provided feedback to each presenter

» Whole Board engagement session for ESG matters

» Met with our Better World team to orovide guidance on
Inclusion & Diversity, Heolth & sofety and Investments in
COC; reduction

» Attended and presented at the European Communications
Forum (ECF)

» Employee lunches: employees designated as talent were
invited to meet with the Board for an informal lunch across
our UK and Remosa sites

» In October 2022 the whole Board and Executive team visited
Sardinia for the opening of our IMI Remosa site. A number of
our employees, suppliers and customers were Invited to tour
the site and meet our Board face to face

| am pleased to have been able to meet with a number of

employees in person this year. Building on Board feedback from

last year, we have engaged our younger employees in focus

groups around @ humber of topics including communications,

talent attraction ond talent development opportunities.

1would like to thank all those | spoke with for their cpenness, ,
enthusiasm and transparency. There continues to be strong two

way communication between the workforce and the Board.

Thomas Thune Andersen

Outcomes of Board level employee engagement:

» Feedback frem focus groups highlighted that areas of IMl's
Code of Coenduct could be improved. During the year we
updated and enhanced our Code of Conduct, for further
information please see page 53 of our ESG report

» There is a strong desire cmong our employees to understand
our efforts towards reducing our carbon emission and
increasing the environment efficiencies of our sites. Our internal :
communication platform includes a designated 'Better World' ‘
group where all 10,000 employees can share their ideas for
reducing our enwvironmental impact. We will continue to use this :
platform to communicate our ESG targets and progress made
towards these

Speaking Up

Details of the Group's speaking up arrengements are contained
on pages 53 and 92 of the Strategic Report The Board monitors
operation of the Group's hotline, receives reports on activities
and checks that cppropriate investigation and follow up is
carried out.
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Shareholder engagement

The Boord oversees shareholder engagerment and maintains

o balanced understanding of the issues and concerns of major
shareholders. The Chief Executive and Finance Director have
primary responsibility at Board level for investor relations and
they, and the Head of Investor Relations, report to the Beard

on shareholder issues at a number of Board meetings during the
year. Financial analysts’ notes are circulated to the directors and
the Beard receives regular investor feedback reports from the
Company’s brokers and public relations advisers as well as from
management. The understanding of investor views resulting
from this feedback helps inform the Board's decision-making.

Dialogue is maintained with the principal shareholders, and

the executive directors and/or the Head of Investor Relations
meet regularly with instituticnal investors. Whilst the easing

of COVID-19 restrictions has allowed us to resume in-person
meetings with shareholders, virtual meetings remain an
important toocl for engaging with major investors, particularly
those based overseas. As In previous years, we maintained a
significant programme of such interactions, with existing and
potential shareholders, this included a series of in-person
meetings held with prospective investors in New York and
Toronto. Smaller — often private - investors also have full and
timely access to all IMI's presentations via the Group's website.
All Directors are available tc shareholders as needed. During the
year a shareholder asked a specific remuneration question which
was addressed by our Remuneration Committee Chair, Caroline
Cowling, and another shareholder requested a meeting with
selected members of the Better World team to discuss ocur ESG
progress to date. The Chair of the Audit Committee is also
available if required. A number of sharehclders spoke with our
Chief Executive, Group Finance Director and Investor Relations
tearmn. Feedback from the discussions was then communicated
to the Board.

Consultation with our larger investors is very much concerned
with the performance ond strategy of the Group. Their feedback
is shared with the Board so that it can be token into account

in Board discussions. Institutional investors have shown
increasing interest in ESG matters and these are becoming

a more cernmon theme in investor meetings and information
requests. We are alsc increasingly engaged in completing ESG
rating questionnaires and surveys, of particular interest to our
investors. More information on ESG matters appears on pages
46 t0 79.

Due to the relaxation of COVID-19 restrictions we were able to
invite shareholders to attend our Annual General Meeting in
person. Shareholders can submit questions in advance of the
AGM to our Investor Relations team {Info@imiplc com) who will
endeavour to respond promptly. All Directors attend the AGM
and are available to answer questions. 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 resclution, together with details of abstentions,
are shown on the IMl website. The Board volues the support of
shareholders and the poll results for all resolutions proposed at
the Annual General Meeting were gbove 0% in favour in every
case except for 88.87% approval of the remuneration report.
Please see our Remuneraticn Committee Report on page 124
for more detail

In addition to the Annual Report, the Company issues

preliminary results and half-year results announcements,

as well as two interim management statements between results
announcements. The IM] website includes recordings of results
presentations made by senior management, recent annual ond
half-year reperts, interim management statements, other
corporate announcements, and links to the websites of the
Group's businesses.

QOutcome of 2022 AGM

At the 2022 AGM, votes were cast in relation to approximately
83.64 per cent of the issued share capital (2021: 83.50 per cent;
2070 84 2 per cent). All 27 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
Lord Smith of Kelvin 95.54%
RoyTwite ’ 96.66%
Daniel Shook 98.66%
lsobelSharp 99 44%
Thomas Thune Andersen 96.59%
| Katie Jackson 99.28%
Caroline Dowling 95.83%
Dr Ajai Puri 98.79%
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Evaluation of the effectiveness of the Board, its principal Committees,

the Chair & the directors

This year, supported by the Company Secretary and in consultation with the Chair and the board committee chairs, an internally
faciltated evaluation was carried out. Questionnaires were created to gather infermation about the effectiveness of the Board and
its Commuittees. Draft conclusions were discussed with the Chair and they were subsequently reviewed with the whole Boord at its
meeting in December 2022. The directors were satisfied that the Board is fulfilling its responsibilities appropriotely, thot the Board
and its Committees were efficient and effective and that each directer demonstrated a valuable contribution and a commitment

to their role.

The senior independent directar, Thomas Thune Andersen conducted a review of the Chair's perfarmance with the other non-executive
directors which found that the Chair’s leadership of the Board was highly efficient and effective. The results of this review were shared

with the Chair.

The Chair also met with the non-executive directors to review the performance of the Chief 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 Board.

Details of the personal contribution of each board member can be found in the director biographies on pages 96 and 97.

In the 2021 Annual Report @ small numbper of evaluation actions were reported, an update on the progress is provided in the

table below:

Action

Update

Review the Board agenda to ensure it continued to meet if ing requh ¥
expectations and evolving best practice, Review the timing of key Board
diseussion matters in the annwal cycle to ensure such discussions were
scheduled most effectively

Review Committee scope and membership

The Beard and its Committee annually review and approve a yearly cycle Best practice
and regulatory expectations are censidered during the review of each cycle

Afull review of the composition of each Committee was carned out in the year It wos
found that the appropriate Board members were on each Committes and no changes
were recommended at this time The remit of the Audit Committee will be kept under
review until the impact of the BEIS consuitation and Oraft Audit Reform Billis clearer.

In the 2022 evaluation, progress during the year was described
in the following areas:

» The Board recognised improvements in its consideration of
stakeholders and ESG strategy when making dectsions

» The Board provided good feedback for Board site visits taken
in the year, praising opportunities to meet with customaers,
suppliers and key stakeholders

» The Board noted improved alignment between the Company’s
culture and ESG strateqgy and appreciated increased
engagement with the Better World team

Following discussion of the report, the Board considered areas
to focus on in 2023 in order to enhance the Board's operation.
The main recommendations were.

» Maintain its focus on succession planning ot Board and senior
management level

» Continue progress made to ensure meaningful, two way
engagement takes place with key stakehclders

» Increase the number of Audit Commitiee meetings in order
to meet enhanced regulatory requirements

The chairs of the three principal Board Committees each
received a report from the internal evaluation exercise, the
reports were then reviewed at the respective Committee
meeting in December. All were found to be operating effectively
and minor suggestions ta improve performance were noted.
Further information can be found in the evaluation section of
the Committee Reports.

Approved by the Board and signed on its behalf by:

Louise Waldek
Cornpany Secretary

2 March 2023
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Audit Committee Report

Dear Shareholder

| am pleased to present this report on the work
of the Audit Committee over the last year.

The Committee’s principal responsibilities are
to moniter 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 gudit, and to make recommendations
to the Board on the appointment of an
external auditor. The Committee acts in

an oversight role for Annual Reports, financial
statements and announcements with
extended financial content, all of which

are prepared by management. The full terms
of reference of the Committee, which were
reviewed during the year, can be found in the
IM| Corporate Governance Framework on

the Company's website.

IMI plc Annual Report & Accounts 2022

The Committee invested more time in 2022
compared to prior years, driven principally

by business activity. The accounting for the

exit of Russia, the 2022 acquisitions of Bahr
Meodultechnik, Heatmiser and CorSolutions
and the December 2021 acquisition of Adaptas
were on the agenda. We have revisited
internal control matters to ensure the business
continues to enhance its overall control
envirenment and as preparation for expected
changes to UK governance requirements.

in particular, we have reviewed the processes,
controls and assurance over non-financial risks
including the risk of material fraud. We have
seen how new tools such as an automation
tool for balance sheet reconciliations are
strengthening the control environment.

We challenged detailed aspects of the Group's
policy for treatment of adjusting items in
Alternative Performance Measures (APMs').
We have reviewed the significant restructuring
activity and the provisions for rationalisation
at the year end, satisfying ourselves that

the treatment of those items disclosed as
adjusting is appropriate. The Committee has
rmonitored the audit process to ensure external
auvdit effectiveness remains at the highest
level and the Committee continues to welcome
fresh insights and challenges frorm our
external auditors.
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Members of the Audit Committee

Dr Ajai Puri, Thomas Thune Andersen and | were members of
the Audit Committee throughout the year. All of the Committee
members are regarded by the Board as independent hon-
executive directors and details of our experience are included

on pages 26 and ¢7. | have chaired the Audit Cormmittee since

1 October 2017, having become a member on 1 September 2015,
In my role as Chair, | have significant interactions throughsut the
year with the Finance Director, the Company Secretary and
other key senicr executives, review in advance papers and
agendas for meetings of the Committee and meet with our
external auditor prior to each Committee meeting.

| am a chartered accountant, | spent my early career in the
accounting and audit profession and the Committee, and the
Board, are satisfied that | have significant recent and relevant
financial experience.

The Boord is also satisfied that the Committee members
have experience at Audit Committee level and collectively the
Cornmittee has the financial, cormmercial and auditing skills,
experience and objectivity to be an effective Audit Committee.
Furthermore, Committee members attend as appropriate
externat training sessions to update our knowledge and in
2022 Deloitte delivered two technical updates tailored for
the Committee, with a particular focus on enhancing TCFD
disclosures, the ongoing governmental work on audit and
corporate governance matters and the FRC's 'Key matters
for 2022/2023 reports and accounts’

The Committee invites the following to join appropriate parts of
its meetings: the Chief Executive, the Finance Director, the Group
Financial Controller, the Director of Group Assurance and the
external auditor. In addition, the Chair and other non-executive
directors are welcome to attend, and usually join, the meetings.
The Secretary to the Committee is the Group General Counsel
and Company Secretary.

The Committee meets alone with the external auditor and with
the Director of Group Assurance. The Committee has the power
to call on any employee to attend.

Main areas of activity

The Audit Committee met four times in 2022. For two
meetings the focus was on the forthcoming results reporting.

All meetings included & review of current accounting matters
within the Group, internal audit reports and external audit
matters. These activities are detailed in the following sections.

During the year, the Committee reviewed the proposed
amendments for the treatment of adjusting items in Alternative
Performance Megsures (APMs'). At its meeting in July 2022

the accounting for the exit of Russia was reviewed

and approved.

The Committee continves to seek out with management
constructive opportunities for iImprovement in the effectiveness
of internal financial controls. A number of relevant inttiatives
were implemented in 2022, including the piloting of an
automation tool for balance sheet reconciliations, which
facilitates improvements in both external qudit efficiency

and internal controls. Looking beyond pure financial controls
the Committee requested and received a review of the
processes, controls and assurance over non-financial risks
including the risk of material fraud.

In 2022, the Committee performed a deep dive into the control
environment of the Group, with a review of the Internal Control
Declaration (ICD) and the associated evidence binder which sites
maintain. The Committee welcomed the overall improverment in
the ICD assessment scores and the actions being taken in those
areas where there is scope for improvermnent. This review helped
the Committee gain additional comfort around the quality of
the finance function within the Group. Management has worked
to strengthen finance teams and refreshed the talent pipeline
for succession planning. Key appeointments were made within
IM{'s recent acquisitions to ensure the newly acquired businesses
build financial controls in line with IM{'s standards.

The Committee moniters changes in senior finance roles and
challenges management to ensure continuity of financial
reporting standards following tearm changes and in particular
this year to consider how particular tatent challenges in certain
geographies have been met. In 2022, monagement achieved
successful internal transitions of key senior finance roles.

An ypdate on tax affairs and compliance from the Head of
Group Tax was received by the Committee and the Corporate
Tox Strategy which s available on our website was approved
by the Committee.

This year's discussion with the Group Treasurer focused on the
Group's funding relationships and strategy. The Committee
reviewed and approved for submission to the Board the
statements on going concern and viability, which are on page
95 and 94 respectively. During 2022, this involved regular
assessment of the impact of supply chain uncertainties, the
Russia / Ukraine war, and inflationary pressures. The Committee
was satisfied with the going concern and viability statements
taking comfort in particular from the resilience dermonstrated
by IMI's businesses in recent periods, the relative strength of the
Company’s balunce sheet and the borrowing facilities in place.

The Committee reviewed management's approoch to preparing
the Annuol Report and Accounts with the European Single
Electronic Fermat ('ESEF'} tagging. Management continues to
use an outsourced provider with expertise to complete the initiad
tagging prior te finalisation internally.

Over the years, IMl has always kept a record of the sources of
information in the frant half of the Annual Report. More recently
this was put into an Evidence Binder to be consistent with the
binders which sites maintain on internal control matters. For
this year end, the Committee carried out a deeper dive into this
Evidence Binder and welcomed the assurance gained on the
front half information.

The Committee advises the Board on the fair, balanced and
understandabile requirements for the Annual Report and half
year results statermnent. In the Annual Report, the far, balanced
and understandable criteria are alse a review area for the
external auditor, who has not reported any exceptions. The
Statement of directors’ responsibilities on page 149 includes
confirmation by the Board that it considers this Annual Report,
taken as a whole, to be fair, balanced and understandable.

Deloitte was reappointed to be the Group's external auditor
for the year ended 31 December 2022.
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Significant judgements and estimations
in the financial statements

In preparing the accounts, there are o number of areas requiring -

the exercise by management of judgement and estimation.
These matters were the subject of appropriate detailed analysis
and commentary in papers and reports to the Committee from
monegement and the external cuditor. The Committee reviewed
the significant accounting areas involving such judgements and
estimotes and these are described below.

Significant accounting matters

Revenue recognition

The Committee discussed the timing of revenue recognition on
some of the Group's larger contracts, This is an area of focus on
which the external auditor reported to the Committee. Having
reviewed management's process and the external auditor's
comments, the Committee concluded that revenues were
appropriately reflected in the financial statements. Note 2

to the financial staterments provides further informaotion.

Adjusting items

The Committee considered both the items treated as adjusting
and their application in APMs. In addition, this s an area of
focus on which the external auditor reported to the Committee.
Management considers adjusting items a critical judgement.
The Committee reviewed all adjusting 1items, in particular the
treatment of restructuring costs, the exit of Russia, acquired
intangible amortisation and related tax adjustments.

It considered both the amounts and appropriateness of
restructuning costs of £259m and provisions of £17.8m disclosed
as being adjusting items, and reviewed them by project, to seek
confirmation that they were noen-recurring.

The Committee reviewed tax related adjusting items, and
concluded management's treatment was appropriate.

The Committee concduded there had been adherence to the
company's adjusting items policy.

Impairment of gocdwill and intangibles arising
from acquisitions

The Committee considered the level of goodwill and intangible
assets held on the Group's balance sheet for recent and past
acquisitions and whether, given the future prospects of these
businesses, the carrying value in each case remained appropriate.

The year end balance sheet includes goodwill of £733.7m and
intangible assets arising on acquisitions of £193.3m.

During 2022, the Committee considered management's
proposed amendrments to the methodology used to calculate
the discount rate for the purposes of impairment testing and
concluded this wos appropriate. Due to the complexity and
volatility involved In calculating the rates, Evelyn Portners was
engaged during the year to perform the calculation and to report
to management on this, a move which was welcomed by the
Audit Cormmittee

Impairment was also an area of focus for the externaf auditor
who reported its findings to the Committee and also concurred
with the assessment thot no impairments were required. Note 11
to the financial statements provides details regarding the
Group's intangible assets and goodwill

The Committee reviewed the acquisition accounting for the
three acquisitions in 2022 (Bahr Modultechnik, Heatmiser and
CorSclutions), and one acquisition in December 2021 (Adaptas)
for which preliminary numbers were included in the 20271 financial
staternents and final numbers in the 2022 interim report. It
concluded that the fair value accounting for the acquisitions

waQs appropriate.

Inventory valuation

The vear end balance sheet includes inventories of £416.3m after
£52.5m of provisions. The Committee reviewed the judgements
applied to standard costing valyations and provisions

against excess and obsolete inventory and concurred with
management'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 1s considered appropriate.
Note 15 to the financial statements provides details of
inventory valuation.

Tax

The Committee reviewed the adequacy of taxation provisions
for uncertain matters. Further details on these areas can be
found in Notes 3 and 9 respectively.

Key sources of estimation uncertainty

Pensions

The Committee also reviewed the appropriateness of the
accounting treatment in respect of pension scheme liabilities,
including the actuanial assumptions used, which provide a key
source of estimation uncertainty, and the impuact of cne-off
special pension events. The Committee also received a report
reflecting appropriate expert input from the external auditor,
which concluded that the accounting for pensions proposed by
management was not materially misstated.

The Comrmittee supported management's ongoing efforts to
de-risk the Group's pension obligations, with the UK pension
liability now fully bought in. Further details can be found in
Note 14,
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Control environment

The Committee reviewed the overall control environment during
the year and considered the different responsibilities for site,
region, divisional and Group teams. The Cammittee welcomed
the pilot to automate balance sheet reconciliations, which helped
facilitate an improved control environment and risk-based
approach to controls.

The Internal Control Declaration evaluations for the businesses
improved year on year.

The Committee considered the existing control framework

and continued to support management's efforts to deploy the
balance sheet sutomation toel across the organisation following
an initial pilot in 2022. The Committee reviewed non-financial
areas such as the establishment of a new business support centre
in Poland for the IMI Hydronic division.

Internal audit

The Committee received reports from, and monitored the work
cf, the Group's internal audit function, known as Group
Assurance. Group Assurance has a direct reporting line to the
Committee and also reports through the Finance Director to
the Chief Executive. Group Assurance work is primarily directed
towards financial control audits but also covers other selected
areas including project planning and implementation for majar
business changes and internal controf declarations, which cover
financial and non-financial controls.

In additior: to the sites reviewed in the year, the principal projects
assured in 2022 were: the Group's increasing use of digital tools
and included: central review of the Group-wide travel and
expenses system; Price Increase Retention, T system
implementation within the Divisions; Inventory Excess and
Obsolete provisions and Capital and Rationalisotion project
reviews. Group Assurance works closely with the divisions to
implement monitoring and review processes to complement
the internal and external audit coverage. In 2022, Group
Assurance assisted in the integration of Adaptas Solutions

into the IM internal control policies and procedures.

Locations te be reviewed each year are selected on a risk
assessed basis, discussed and agreed with the Committee and
take account of the external audit plan. In 2022, as in any other
year, minor adjustments were made to the plan to meet changes
in the business with the Audit Committee being consulted on
amendments at all of its meetings. The completion of actions
arising from internal audits and reviews is monitored by the
Committee and the track record for timely completion of

actions is excellent.

During the year, 37 internal audit reviews were completed with
35 of these supported by divisional finance managers. The
majority of the 2022 internal audit plan included a physical visit
as part of the review. As in prior years, a flexible approach and
use of remote audit procedures were used to improve efficiency
and ensure emerging issues were addressed. The involvernent
of divisional financial manogers in the internal audit process
continues to enhance the quelity of audits and the sharing of
best practice. For all audit reviews, Group Assurance maintains
the final determination on scoring and actions.

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 control audits.
The annual plan 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 covering financial, operational
and commercial matters. Group Assurance has trained divisional
finance managers in financial control auditing skills and provided
a toolkit to enable them to carry out financial control audits at
other sites in their division. Financial control evidence binders

are used across the Group to help improve internal controls

and to make internal audits more efficient. The binders also
support transition and continuity in the event of any changes

in finance staff

The Committee reviewed the effectiveness of Group Assurance
with monagement and received input from the external auditor.
The Committee supports the co-sourcing medel, with the Group
Assurance team working together with experienced financial
managers from the divisions to enhance the effectiveness of
assurance processes. An area for improvernent in 2023 which was
identified for the Group Assurance team is to develop further its
capability to carry out operational and commercial risk reviews.
The improvement actions for 2022 were made, most notably with
the advancement of electronic evidence binders including sharing
of best practice examples for key controls from the best sites.

The Committee has welcomed the way in which staff involved
in Group Assurance activities have coped not only with some
challenging circumstances in 2022 but also with the new
acquisitions so that the level of assurance gained from its
activities during the year is equivalent to previous years.

External audit independence and
performance review

The Committee approved the proposed excternal audit approach
and 1ts scope based on the size and level of risk of the entities
concerned. The Group and the external auditor take a risk-based
approach to audit and other assurance activity. The key audit
matters identified by Deloitte are set out in its report on pages
152 to 167 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 guidance for audit
committees. In addition, the external auditor confirmed that its
ethics and independence policies complied with the requirements
of the FRC's Ethical Standard. To maintain the objectivity of the
audit process, the external audit partner responsible for the
Group is rotated within the audit firm at least every five years
and the current Senior Statutery Auditor, Dean Cook, was first
appointed for the 2027 audit
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The policy on the engagement of the external auditor for
non-audit work reflects regulatory requirements. Jt requires
approval by the Committee Chair for any non-audit engagement
for which the estimated fees exceed £10,000. The Finance
Director monitors any proposed non-audit engagements of
Deloitte and refers to the Chair for approval as appropriate.

The policy does not allow work to be placed with the guditor if

it could compremise auditor independence, such as functioning
in the role of management, Non-qudit fees paid to the auditor
were £071m (20271 £0.1m), which represents 3% 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 interim results review, which is technicolly
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 quditor. The Committee is satisfied that Deloitte is fulty
independent from management and free of conflicts of interest.

Pursuant to the power granted at the 2022 Annual General
Meeting, the Committee reviewed and approved the proposed
audit fee payable to Defoitte.

The Committee formally reviewed the effectiveness of the 2021
external audit process. As in other years, q questionnaire, sent

to aver 30 business unit finance directors and interviews with
members of the Committee ond selected executives were used
to review the effectiveness of the external audit process Based
on the results of the questionnaire and feedback received, the
Committee believes the 2021 external audit process has been
good and effective. To enhance further the external audit process,
certain improvernent actions were dentified, and plans were
put in place by Deloitte to address these during the 2022 qudit.
Deloitte made improvements in key action areas and we are
satisfied with the progress made. The Committee also reviewed
the FRC's Audit Quality Review report regarding Deloitte. In 2023,
the review process will be enhanced to strengthen the focus an
how the Group contributes to an effective external audit process.

Statement of compliance

tMi confirms that it was in compliance with the provisions of
The Statutory Audit Services for Large Comparnes Market
Investigation (Mandatory Use of Competitor Tender Processes
and Audit Committee Responsibilities) Order 2014 during the
year ended 31 December 2022.

Audit tendering

Current legislotion will require an audit tender by not later than
2037 and the Company retains the freedom to tender earlier.
The Committee considers it would be appropriate te conduct
an external audit tender process commencing in the year before
any change of auditor is made and therefore not later than
2030 1In any event.

Committee attendance and evaluation

Director Audit Committee % attended where

meetings eligible
tsobel Sharp (Chair) 4/4 160
Ajai Puri 414 100
Thomas Thune Andersen o/s 100

The Committee reviewed its own performonce and terms of
reference. It received positive feedback on its performance
from the internally facilitated evaluation exercise carried out
for the Board and each of its standing committees. it was
agreed to increase the number of Committee meetings to
allow consideration for new regulatory requirements, if required.
Minor amendments were made to the terms of reference which
are availoble on the Group's website. The Committee is very
aware of the current external debates on the roles and
responsibifities of auditors and audit committees. It is vigilant

in reviewing fts work to meeting changing business needs as
well os external developrnents.

The Commuttee approved this report on 1ts work.

Yours faithfully

Isobel Sharp
Chair of the Audit Committee

2 March 2023
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Dear Shareholder

| arn pleased to make my report as Chair of
the Nominations Committee. This report is
intended to give an account of the Cormmittee
and its activities. The core responsibilities of
the Committee include:

» Reviewing Board composition

» Leading the recruitment process and making
recommendations for appointments at
Board level

» Overseeing the development of a diverse
pipeline for succession to the Board and
Executive Committee

» Oversight of appointments to the
Executive Committee

» ldentifying and developing internal talent

The Committee reviewed and refreshed its
Terms of Reference, which were approved by
the Board to take effect from 1 March 2023.
The full terms of reference of the Committee
can be found in the IMI Corporate Governance
Framework on the Company's website.

Composition

All members of the Committee are independent non-executive
directors of the Board. The Company Secretary and the Group
HR Director attend all meetings of the Committee. The Chief
Executive is not a member of the Committee but is invited to
attend all meetings. Neither the Chair, nor the Chief Executive,
would participate in the recruitment of their own successor.

Attendance

In the year the Committee held four meetings. The table below
shows the number of meetings eoch member ottended:

Director Nomination % attended
commiytee where eligible
meetings

Lord Smith of Kelvin (Chair} 474 100

Thomas Thune Andersen f4 100

Caroline Dowling 474 100

7 Katie Ju:ki?n B ) ) 474 100
 Dr Ajai Puri 474 100 "

Isobel Sharp 44 100

Main areas of activity

Succession planning and Board appointments

There were no new appointrments to the Board in 2022, The
Committee has undertaken a comprehensive review of Board
composition supported by the development of our skills and
experience matrix. The Board reviews the Directors skills and
tenure, taking into account the evolving strategic needs of the
business. During its review, the Committee identifies any areas
where the Boord's composition, diversity, skills and experience
could be strengthened and these are taken into account during
succession planning. The Committee also agreed changes to
the Board's succession plan in emergency situations

At the October meeting, the Committee reviewed talent
development and succession planning for the leadership group.
The Board also met with some of our high potential talent
during informal lunches at our UK and Cagliar sites. We have
seen a steady increase in gender diversity of those individuals
considered to be high potential.
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Inclusion & Diversity

Having the right mix of Board members is key to directing

IMI towards continued shareholder value creation. In the year
we have reviewed the Board membership to ensure there is a
good mix of relevant skills and experience, as well as diversity
of background, outlook and tenure. Our Board Inclusion &
Diversity policy, summarised in the box to the right hand side,
pravides a high leve indication of our approach to Inclusion &
Diversity in Board and senior managernent reles. The full policy
is available on our website.

Last year, the Committee's oversight role in relation to Inclusion &
Diversity was enhanced through the development of o culture
dashboard. The dashboard which reports on performance and
progress against relevant equity, Inclusion & Diversity targets, 1s
presented to the Committee annually. Indicators

on the dashbeoard included gender pay gap metrics, equal pay
confirmations, and performance against external gender and
ethnicity targets. The dashboard also collated relevant scores
from the One Big Voice employee survey which provided insights
into equality and inclusion.

The Board is committed to gender and ethnic diversity. The
Board meets the targets set out in the Parker Review. At Board
level, half the directors are non-British born and there are four
nationalities. There is also a broad mix of backgrounds and
experience us detailed on pages 96 to 97 and 108. In addition,
we are fully compliant with the Parker Review's target to appoint
at least one Board member from an ethnic minority background
and three of the non-executive directors are femnale. At 37.5%,
we currently fall below FCA guidance that women should hold
ot least £0% of seats on the Board. We also do not currently
meet guidance that at least one of the senior board positions
should be held by a woman. The Board recognises the
importance of all diversity and remains committed to driving
further progress in this space. We will continue to review the
composition of the Board and the Executive Committee to
support and meet recommendations set out in the FTSE
Women Leaders Review published in February 2022. Our
Executive Committee has 43% fermale membership and
includes three nationalities. As at 31 December 2022, 27%

of direct reports to the Executive Committee were female.

During the year, the Board applied our Inclusion & Diversity policy
i the following decisions:

» Determining emergency succession plans for the Committee
chairs and members

» During the review of the Board and Executive's short, medium
and long-term succession pipeline

» The percentage of female representation in the Executive
Committee's direct reports has increased from 18% in 2021 to
27%, in 2022. This significant increase shows the opplication of
our Inclusicn & Diversity policy across the Group

Our Inclusion & Diversity policy

The Company acknowledges the value of diversity inits
widest sense and its contribution towards effective
Board operations and decisions. Qur vision is for IM| to
be inclusive and to attract, develop, retain and promote
o diverse workforce which reflects the best local talent
in each location.

The Group operdtes an Inclusion & Diversity Policy which
is reviewed each year to ensure we continue to make
progress against our objectives, Taking account of its
changing strategic needs, Lhe Board will ensure:

» The Board and its Committees have the appropriate
balance, compoesition and mix of skills, experience,
independence and knowledge to ensure their continued
effectiveness, having regard to external guidance
on diversity

» A pipeline is maintained promoting diversity for
succession to the Board, Executive Committee and
leadership group positions

» Only executive search consultancies who have signed up
to the voluntary code of conduct for executive search
firms on gender diversity on corporate boards are
engaged when seeking appointments to the Board so
that the selection processes provide dccess to a diverse
range of candidates

» Appointments to the Board are made on the basis of
merit, with regards for suitability for role, Board balance
and composition and the required mix of skills,
background and experience — diversity will be
a consideration

» Policies adopted by the Group promote diversity in
the broadest sense

» Adequate and appropriate disclosure of:

- This Policy and inclusion & Diversity initiatives the
Group has in place and the steps it is taking to
promote diversity at Board level and across the
Company including a description of progress made

- The compaosition and structure of the Board

- The gender balance of those in the Executive
Commnittee, their direct reports and the
Leadership Group

- The process of appointments to the Board

This policy is reviewed from time to time to moenitor
progress being made to assess its effectiveness.
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Non-executive director induction

A formal induction process for new non-executive directors i1s well
estoblished and s 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 IMl and is centered
around gaining an understanding of the business and getting

to know the wider management team. !n normal circumstances,
non-executive directors are expected to visit business units
around the Group and to meet face-to-face with senior
operating management and key corporate staff. Site visits

allow business familiansation and are also a good opportunity
to engage with o wider range of employees.

Membership & Diversity of Board Committees

All Committees have female representation and all members
of the Remuneration and Audit Committees dre independent
non-executive directors. In the year the Committee reviewed
ond approved emergency cover for the Choir and members of
each Committee, with consideration to the requirements of
the 2018 Corporate Governance Code and our Inclusion &
Diversity policy.

Review of time commitments and contributions

The appointments of the Chair and non-executive directors are
made cn the basis of a formal letter of appointment including

a stated minimum time commitment judged appropriate by the
Committee. In accepting their appointment to the Board of

IMI, non-executive directors confirm they are able to allocate
sufficient time to discharge their duties effectively No director
has raised concerns over the time commitment required of them
to fulfil their duties. Details of other significant appointments of
each director are contained in the bicgraphies on pages 96 and
@7 Prior to accepting additional external positions, non-executive
directors are asked to confirm they can continue to meet their
time commitment and discharge their obligations to (M[. The
Committee caonsiders that the time given to IMI by each non-
executive director 1s sufficient and the Beard is satisfied that

no director is overcommitted and unable to fulfil his or her
responsibilities. The Board is satisfied that | have the necessary
time to devote to my role as Chair. In the year the Board
approved |sobel Sharp's external appointment to Balanced
Commercial Property Trust Limited. The Board reviewed lsobel's
other commitments and was satisfied that Isobel con continue
to meet her time commitments to IMI. Details of the individual
contribution of each director can be found in the biographies on
pages 96 and 97

Re-election at AGM

All of the directors standing are recommended for re-election at
the Annual General Meeting, following Board approval of the
recommendations made by the Commuttee in this regard

Further information (including & description of the personal
contribution of each directer) can be found in the Notes to the
AGM Notice or in the director biographies on pages 96 and 97.

Booard continving 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 to
the business arising at Board and Committee meetings. In the
vear tailored best practice updates were provided, the Audit
Committee received a technical update on ESG and TCFD
disclosures from our auvdrtors whilst cur Remuneration
consuttants presented a review of the AGM season to the
Remuneration Committee. Non-executive directors are
encouraged te undertake appropriate external training and most
directors did attend external traning during the year.

Commiittee evaluation

The most recent external evaluation was conducted in 2020
by Egon Zehnder, who also facilitated the evaluation exercise
carried out in 2017.1n 2022, supported by the Company
Secretary, the Committee conducted an internal review of
its performance using Board discussion and anonymous self-
assessment questions, A combination of closed and open
questions were used to gather feediback from the Board.
Progress made on evaluation actions reported in the 2021
Annual Report is shown in the fellowing table:

Action Pregress

Muaintain current levels of
gender ond ethnic diversity
on the Board and Executive
Committee

Our culture dashboard, which reports on
perfarmance and progress against relevant
equity, Inclusion & Diversity targets, s
presented to the Committee annually

Continue emphasis on
succession planning in 2022

At the July meeting the Comrmittee agreed
updates to the emergency cover as well a5
the Bogrd's short to medium-term succession
plan

Enhance exposute to high
potential individuals across the
Group to support the next level
of succession candidates and
pipeline

The Board met with some of our high potential
talent duning informal lunches at our UK and
Caglar stes

Following discussion of the results of the 2022 Evaluation, the
Committee agreed to continue its focus on Board succession
plans which take into account greater diversity requirements,

In addition the Committee agreed to strengthen the succession
pipeline for senior management positions. Details of the
evaluation of the Board can be found on page 112.

Yours faithfully

Lord Smith of Kelvin
Chair of the Nominations Committee

2 March 2023
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Statement from the Chair of the

Remuneration Committee

On behalf of the Board, | am pleased

to present the Annual Directors'
Remuneration Repert for the year ended

31 December 2022. This is my second report
as Remuneration Committee Chair following
my appointment on 1 September 2027.

Remuneration in 2022

Context

2022 was Roy Twite's third full year as Chief Executive and we
continue to make excellent progress to dehver on our strategy.
We are creating value for all of our stakeholders through
customer satisfaction, morket-led innovation and complexity
reduction The Committee is confident that its decisions have
been well judged and meaningful in ways that ensure that
the success of the Company fairly cascades down throughout
the organisation and aligns the wider workforce with the
Chief Executive.

The Committee was pleased to see that 88.87% of
shareholder votes at the 2022 Annual General Meeting
supported the Committee's implementation of the current
Remuneration Policy

Economic environment

Qur stretching 2022 annual incentive targets were set with the
ambrtion to achieve significant growth on 2021 results. Whilst
2022 was a year of significant macro-economic disruption, there
has been no cause to adjust targets.

Pay for performance

Qur focus this year has been to ensure employees are supported
during the cost of living crisis, while making sure our remuneration
arrangements remain appropriote with a strong pay for
performance relationship between the Policy and its
implementation. A high proportion of our executive directors’
remuneration remains closely tied to business performance.

The Committee select performance measures that align to

our purpose and strategy, with strong links to our reportable KPls.
More information is provided on page 131. When setting
stretching performance targets the Committee takes into
account a number of factors, including the strategic plan, annual
budget, analysts’ forecasts, alignment with the wider workforce
and economic conditions. Our objective is always to set stretching
targets while ensuring that strong underlying performance, which
can sometimes be ocbscured by external macre-economic
conditions, is recognised.

When assessing the level of performance achieved, the
Committee considers wider circumstances to ensure incentive
outcomes are a fair reflection of actual performance. Further
information about the process we follow when setting targets
and assessing perforrance is set out on page 132.

Key strategic and performance highlights in 2022 include:

» Group revenue of £2,049m increased by 10% and adjusted
operating margin increased by 80bps, statutory operating
margin increased by 120bps

» Group adjusted profit before tox increased from £307m
to £346m, statutory profit before tax increased from £245m
to £285m

» Adjusted basic EPS increased from 92.0p to 105.5p

The Alternative Performance Measures referred to above
are defined in Note 3.

Cost of living increases

We have been concerned about the impact of nsing inflation
on our employees and have taken steps during the year to focus
our resource on those employees most in need of support.
These actions include:

» Conducting a mid-year pay review, using living wage indices in
each of our main countries to help us assess employee pay
against rising cost of living standards. An out of cycle pay
increase was awarded to those employees most in need.

» We have already accelerated plans for employees 1o be paid
at least in line with living wage indices and this has also been
factored into our annual pay review process. For example, as
a minimum, we will meet the recently published UK Living
Wage Foundation benchmark of £10.20 per hour from 1
January 2023,

» A key element of our 2023 pay philosophy 1s to focus our resource
to those who may need it most. Qur approach to this varies in
different geographies but we have been able to support our
lowest paid workers by offering supplementary pay awards or
utilising a graded pay structure s higher percentage increases can
be paid to our lowest paid workers, As a Committee we are happy
with the approach the Company has taken with the wider
waorkforce which has resulted in an average UK pay award of 61%,
which included an average base salary increase of 5.4% plus
additional one-off awards to our lowest paid workers. The base
salary increases effective from 1 January 2023 for the Chief
Executive and Finance Director have been reviewed and agreed
at 4.5%, which 1s below that of the UK average employees.
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Incentive outcomes

Anrual incentives paid to executive directors in respect of
perfoimance in 2022 were based on achieverment of stretching
targets relating to Group adjusted profit before tax and
strategic and personal objectives, incorporating ESG metrics.
The Committee determined annual incentive outcomes ranging
between 49.0% and 49.8% of maximum for the executive
directors, which farrly reflects business, individual performance
and is aligned with the wider stakeholider experience.

The 2020 IMI Incentive Plan (‘P award was granted on

16 March 2020 ond is due to vest on 16 March 2023, The
Committee 1s conscious of the guidance from various investor
bodies around considering @ polenlial executive benefit or
“windfall” gain arising from share award grants around the time
of the stock market dip at the onset of the COVID-19 pandemic
in March 2020.

In determining the level of vesting under the award the
Committee has full discretion to adjust the vesting based

on business performance factors and the share price. The
Committee carefully considered the potential for perceived
windfall gains to be made under the 2020 #iP and determined
that no adjustment shall be made. In making this determination
the committee considered the historic share price performance
compared to that of the FTSE250 both 12 menths pricr o the
2020 award and during the vesting period. The Committee
concluded that the share price at grant was materially higher
than the lowest share price recorded at the start of the
COVID-1? pandemic and that recent share price perfermance
reflects the Company's performance (which has outperformed
that of the FTSE25C and in the opinion of the Committee
reflects the strong underlying perfoermance of the business)
and hence does not constitute a windfall.

The 2C20 IIP award which was subject ta stretching return on
capital employed, Group adjusted profit before tax (PBT) growth
and relative Total Sharehalder Return (TSR) targets measured
over three financial years will vest at 66.8% in March 2023,

As part of its determination of incentive outcomes, the
Committee considered the underlying perfarmance of the
business, external factors such as macro-economic conditions
and shareholder experience during the performance period.

Acquisitions and Disposals

The Committee also considered the impact of acquisitions ond
disposals made in 2022 on incentive outcomes.

Bahr Modultechnik GmbH {Bahr) was acquired on 9 June 2022,
CorSolutions | LC was acquired on 27 October 2022, and
Heatmiser UK Limited was acquired on 23 Decemnber 2022,
The 2022 impact te Group PBT of each acquisition was not.
deerned to he material and so no adjustment was made to
annual incentive targets. The Group PBT outcomne was
adjusted to exclude the impact of these acguisitions.

The Committee also considered the impact of the acquisitions
on the 202C |IP award which is due to vest in March 2023, Due
to the timing of the acquisition, including Heatrmiser in the
vesting outcomes would have no impact on Operating Profit,
but increases Capital Invested, which would result in a slightly
lower ROIC vesting cutcome. In line with the principles of our
Remuneration Policy relating ta corporate transactions, the
Committee concluded that the Heatmiser acquisition should
not lead to an adverse impact on remuneration outcomes,
and have therefore excluded Heatmiser from the 2020 lIP
award outcome. Both Bahr and CorSolutions are included in
the vesting outcomes.

On 27 May 2022 IM| completed the disposal of its Russian
entity IMl International LLC. Group Profit Befere lax outcomes
were adjusted to include the budget operating profit for the
remaining months of 2022. This is consistent with the approach
token for other disposals. No adjustment has been made to IIP
vesting outcomes.

Group Assurance performed an internal assurance review of
the annual incentive and the 2020 IIP award outcomes.

The Committee concluded that the above outcomes were a fair
reflection of perfermance and did not consider it necessary to
exercise (ts discretion to adjust the level of incentives payable
arcording to the perforinunce targets. Full details on the targets
set and performance against thern can be found on pages 132 to
135 in respect of the onnual incentive and page 136 for the 2020
IIP cward.

Remuneration in 2023

Policy implementation

Salary increases effective 1January 2023 considered a range

of factors including the increases for the wider workforce,

the financial performance of the Group, prevailing economic
conditions and the cost of lving crisis. For 2023 the Chief
Executive and Finance Director received a 4.5% increase. The
base salary for the Chief Executive will be increased to £794,200
in 2023, and the Finance Director base salary will be increased to
£529100. The Chair and non-executive director fees (base fees
and additional responsibilities fees) were also reviewed and
increased by 4.5%, with effect from 1 January 2023

Policy Review

The Committee intends to undertake a review of current policy in
2023, before its expiration at the 2024 AGM when a new policy
will be presented for shareholder approval. At the core of the
review will be the alignment of policy with our strategic direction,
the remuneration related provisions of the Code and evolving
investor views. The policy review will consider wider workforce
remunercation and policies when making decisions on executive
remuneration and how the policy aligns with ESG considerations
and our ambition to deliver a better world.

Yours faithfully

Caroline Dowling
Chair of the Remuneration Committee

2 March 2023
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Annvual Directors’
Remuneration Report

On behalf of the Boord, the Remuneration
Committee (the ‘Committee’) presents the
Annuagl Directors’ Remuneration Report, which
will be put to shareholiders for an advisory
{non-binding) vote at the Annual General
Meeting to be held on 4 May 2023. The report
includes details of the work of the 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 Directers' Remuneration Policy is
included in the 2020 Annuat Report which

can be found on the IMIl website and is
summarised on pages 143 to 145 of this
Annual Report.

The Committee

Composition

The members of the Committee throughout the year were
Caroline Dowling (Chair}, Katie Jackson and Dr Ajai Puri.

In accordance with the UK Corporate Governance Code,

all members are independent non-executive directors.

Caroline Dowling meets the requirements of the UK Corporate
Governance Code having more than 12 moanths' previous
experience on a remuneration committee before being
appeinted Remuneration Cormmittee Chair.

The remaining members of the Board, the Group Human
Resources Director, the Head of Group Reward and the Company's
independent remuneration consuttants also attend meetings by
invitation. The Company Secretary attended each meeting as
Secretary to the Committee. No director participates in any
discussion relating to their own remuneration.

Responsibility

The Committee determines the Remuneration Policy and
rewards for the executive directers and other members of
the Executive Cormmittee 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 2022) are included in the IM|
Corporate Governance Framework and are available on

cur website.

External advisers to the Committee

Independent remuneration consultant, Willis Towers Watson,

is formally appointed by the Committee and provided advice

on executive remuneration to the Committee in 2022. The
Committee noted that the firm are actuarnies and adrinistrators
for IMI's UK Pension arrangements. The Committee is
comfortable that these activities do not represent a conflict

of interest and that objective and independent advice continues
to be recerved by the Committee from the dedicated team
servicing it at Willis Towers Watson.

The fees charged by Willis Towers Watson in respect of advice
and services to the Committee totalled £72,000 in 2022

Willis Towers Watson are signatories to the Remuneration
Consultants' Code of Conduct in the UK.



Introduction Strategic Report Corporate Governance

Financial Staterments

127

A summary of the Committee’s activities
during 2022

The Committee held three formal meetings during the year;
attendance can be viewed in the table adjacent. The principal
ogenda iterns were as follows:

» Areview of total compensation packages of the members of
the Executive Committee taking into account wider workforce
remuneration and related policies

» Approval of achievements and outcomes under the
incentive plans

» Consideratinn of the fees for the Chair

» Approval of the 2022 share awards to members of the
Executive Committee

» Prospective review of the perfermance metrics and targets
for the 2023 incentive cycle

» Consideration of prevalence of ESG within strategy and current
linkage to incentives”, paying particular attention to clarity,
simplicity, risk, predictability, proportionality and allgnment
to culture

» Consideration of the guiding principles used by the Committee
when applying discretion to remuneration outcomes

» Approval of the reintroduction of the All-employee US Stock
Purchase Plan in 2022

» Review of wider workforce pay and equal pay
» Review of IMI's gender and ethnicity pay gap data for 2022

» Review of IMI's pay ratio of the Chief Executive to
UK employees

» Consideration of how Director pay aligns with that of the
wider workforce

» Review of remuneration policies and practices to ensure they
remain compatible with the Company’s purpose, values
and strategy

» Review of the performance of the independent remuneration
censultants to the Committee

» Review of risks as they relate to executive compensation

» Review of the Committee's own performance, constitution
and terms of reference

» Review of executive director's service ogreements

* There 1s an Environmental, Secial & Governance (ESG) underpin included in the
annual bonus to provide discretion for the Committee to take mto account any
relevant ESG matters when determming bonus cutcomes and an ESG specific
metric in the long-term incentive plan These mechanisms ensure that the
incentive structures nclude ESG in both the short and long-term strategy
and reward Executives for positive ESG actions and appropriate outcomes

Attendance
Director Remuneration % ottended where
Committee meetings eligible
Caroline Dowling (Chair) 3/3 100
- Katie Jackson 3/3 100
Dr Ajai Puri 3/3 100

Annual General Meeting voting outcomes

The following table summarises the details nf votes cast for and
against the 2027 Annual Directors’ Remuneration Report olong
with the number of votes withheld. The Cornmittee will continue
to consider the views of, and feedback from, shareholders when
determining and reporting on remuneration arrangements.

Voting rtem Votes for Votes against Votes withheld

Directors’ 88 87% 1113% 019%
Remuneration
Report (2022
AGM)
Directors’
Remuneration

Policy (2021 AGM)

93 40% & 60% 10%
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Executive single figure table (audited)

‘ Annuat Long-term  , Otheritems in the nature
i Fixed pay variable poy varioble poy X of remunerotion !
; (£000) {£000) (E000) ! (£000) ;
| . ! ]
| | 1 Tota) Totu
! ; ‘ fixed  variable
: Base Taxoble A i IMI Incent ‘1 All-employee | Total pay pay
Director L salary Pension! benefits bonus Plan ('IIiP") L share plans | (£000) {E000) (E£000)
See page Page 129 Page 129  Page 1729  Pages 132 to 135 Page 136 Page 138
2022 760 84 32 757 2,073 4 3,709 878 2,833
Roy Twite - E - - -
2021 731 BG 25 1427 1,709 6 3978 836 3,142
2022 506 71 52 372 791 4 1,795 629 1,166
Daniel Shook - . . -
2021 445 79 47 681 248 7 2,227 591 16356

" Danel Shook's pension allowance will reduce os per the following schedule from 1 Jdanuary 2021 17% of solory, from 3 January 2022 14% of solary, ond from 1 January

2023 1% of salary

Roy Twite served on the Board of Halma plc during the year and received fees of £75,000 in respect of this appointment,

which he retained.

Daniel Shook served on the Board of Ultra Electronics Holdings pic until 1 August 2022, during this period he received fees of £40,515
in respect of his appointment, which he retained.

These figures hove been colculoted os follows:

Base salary and fees:
Pension:

Taxable benefits:

Annugl incentive bonus:

IMI Incentive Plan (1IP*):

the actual solary recervabie for the yeor
the cash allowance paid in ew of pension

the gross value of all taxable benefits (or benefits that
would be taxable for o person tox resident in the UK)
received in the year

the volue of the onnuol ncentive poyoble for
performance in respect of the relevant finanaal year
(up to half 15 automatically delivered in the form of
deferred bonus share awards, when the executive
director does not meet thew share pwnership
requirement), however, the plan rules permit
payments to be made wholly n cash

the value on vesting of the mil cost options that were
subject to performance conditions over the three-year
pernod ending on 31 Decernber in the relevant finenoial
yaar (see share price assumptions to the rght)

Share price assumptions:

Ali-employee share plans:

Total fixed pay:
Total variable pay:

for shares vesting in 2023, thot related to performance
i the three years te 31 December 2022, the average
shore price over the finol three months of 2022
(1,305.38 pence) s used to estimate the value of
shares an vesting The value attnbuted to share price
apprecigthan in respect of the 2020 award (based on
the three month avernge share price ot 31 Decernber
2022) was £789 204 for Roy Twite and £300.971 for
Daniel Shook This equates to 38% of the total award
vested for both Executive Dwectors

the value of free shares at award and dividends under
the Employee Share Ownership Plan in the relevant
financial year and the intrnsic value of Save as You
Earn share options on the date of grant in the rejevant
financicl year (applying a0 10% discount as permitted
under the Save as You Earn Share Plan)

Sum of fixed pay columns

Surmn of onnualincentive bonus, M incentive Plan ('I1P7),
all-employee share plans, and dividend equivalent
poyments (if applicable}
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Executive remuneration received in respect of 2022

Base salary Accrued pension in the Fund Accrued pension in the Fund
Consistent with prior years, salary increases effective 1 January os ot 31 December 2022 as at 31 December 2021
2022 considered a range of factors including the increases for the E000pa £000pa
wider workforce, the financial performance of the Group and Roy Twite a3 79

prevailing economic conditions. The average increase for UK
employees in 2022 was 4%.

Benefits

Curing the year the executive directors received several benefits,
which are summarised below.

For 2022 the Chief Executive received 4%. Consistent with the
approach taken for other high performing employees, the
Committee awarded the Finance Director a 9% base salary
increase in recognition of his outstanding performance in role

and taking into account the competitiveness of salary and total Roy Twite Daniel Shook
package relative to peers. Base salary levels were set at £760,000 - T apea . aomn T Tweaa 2021
for the Chief Executive and £506,300 for the Finance Director.

Non-cash benefits 12 5 38 33
Pension _ (E000)
Effective from the date of his appointment as Chief Executive, Company car and fuel 20 20 14 14

Roy Twite received a cash allowance equivalent to 11% of base allowance (£000)

salary which is consistent with the average global employee Allowances and )
pension opportunity for employees. reimbursement (£000)

Danel Shook, Finance Director received a cash allowance of 14% Total 32 25 52 L7
of salary. His allowance reduced by 3% on 1 January 2023 to
% of base salary which is consistent with the average glabal

emplayee pension opportunity for employees. For further In addition to the above benefits and allowances that are
information please see page 100 of the Corporate included in the single figure table (refer to table on page 128),
Governance Report. the executive directors are alsc beneficiaries of company pelicies
that have no taxable value, including directors’ and officers’
Pension benefits for past service insurance, death in service cover, travel Insurance and personal

Roy Twite was previously an active member of the defined accident cover.

benefit IMI Pension Fund, the assets and liabilities under which
were transferred to either the IMI 2074 Pensioner Fund or the
IMI 2014 Deferred Fund (‘the Fund') in 2014, He opted out with
effect from 1 February 2007, before he became an executive
director, and as a result he retains past pensionable service

up to that date in the Fund.

The key efements of the benefits in the Fund are
summarised below:

» The normal retirerment cge under the Fund is 62 and Roy Twite
may retire from employment with IMI any time after age 60
without an actuarial reduction opplied te his pension

» On death after retirement, a dependant's pension is provided
equal to 50% of the member’s pension

» Should he die within the first five vears of retirement, the
dependant’s pension 1s increased to 1G0% of the member's
pension for the remainder of the five-year period

» Pensions in payment more than any guaranteed minirmum
pension, are increased each year in ine with price inflation
up to a maximum of 5% in respect of pension built up before
1January 2006, and 2.5% in respect of pension built up after
1January 20046
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How our remuneration policy aligns to the factors set out in the UK Corporate
Governance Code 2018

The table below shows how cur policy addresses the remuneration factors set out in provision 40 of the 2018 UK Corporate
Governance Code.

Remuneration facters How Ml addresses these factors

Clarity Our policy 1s designed to ensure pay for performance, be alighead to our strategy and be transparent We beheve this is clearly communicated to
our stakehalders ond understood by themn

Simplicity Executive Director remuneration is comprised of distinct efements fixed pay, annual borus award and the long-term incentive award

Risk Anumiber of features within the Remuneration Palicy exist ta manage different kinds of risks; these include
» Malus and clawback prowvistons
» Past-employment shareholding requirement
» Deferral of remuneration ond holding penods

» Remnuneration Committee discretion te override formulaic outturns to ensure incentive outcomes reflect underlying business perfermance and
shareholder experence

» Limits on awards spetified within the palicy and plan rufes

Predictability Target ronges and petentiol maxmum payments under each element of remuneration are disclosed in our pohcy and to the partiopants The
Comimittee regularly revieves the performance of inflight awards, 501t understands the ikely outcomes

Proportionality Poor performance should net be reworded Therefore, o key portion of remunerstion is inked to performance ond reguires echievernent ogoinst
challenging ond stratching targets.

Afignment to Culture The Committee believes bur remuneration structure 1s apprapriately aligned to our values as demonstrated by the table apposite
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IMI Incentive Plans

Qur remuneration Policy is aimed at enabling our business maodel and aligned to the delivery of the strategy.
The table below sets out our KPIs and how these incentivise and reward our executives for achievernent of the KPls.

KPI

Why it is important and how is it incentivised? Annual bonus

114

Organic sales growth”

Customer

inti
Intimacy Adjusted operating profit*

Cash conversion®

Return on invested capital

Adjusted earnings per share

ﬂ»’ Employee engogement*
P

Total Recordable incident
. Frequency Rate*

CO: Intensrty”

» Important part of bullding sustainable value for shareholders v

» Fundamental to achieving sustainable profitable growth

» Growth hub bookings / revenue targets included in personal objectives

» Generates value for our shareholders and create more opportunity to v
invest further

» Group PBT 15 a cere annual bonus performance metric

» Supperts investrnent in our business and enables IMI to provide returns to v
shareholders through dividends

» Ensures g strong balance sheet, giving custormers and suppliers canfidence
in the future of IMI

» Free cash flow management will be censidered by the Remuneration
Committee when determining the annual benus perfarmance
» Indication of IMI's ability to deploy capital effectvely

» ROIC 15 o core lIP performance metric

» Cregting consistent long-term vatue for shareholders

» EPS 15 a core [IP performance metric

» Key to retairung the existing skills ond prometing and attracting employees v
who bring new ideas and capabihties

» Employes engagement targets are explicitly meluded n Drectaors persenal
abjectives for the annual bonus plan

» The health and safety of all who work at IMlis paramount N

» Closely inked to cur business success, including attracting and retaining the
best talent

» Each director has a specific Total Recordable Incident Frequency Rate
personal objective for the annual bonus plan

» The annual benus plan has en ESG underpin which could result in reduced
vesting ouwtcomes if IMlunderperform

» Qur purpose Breakthrough Engineering for a better world drives our N
strategy and our ambrtion, ncluding our cormmitment to halve our total CO:
intensity by 2030 {(based on 2019 Scope 1 & 2 emissions)

» Each director has a specfic CO. intensity target included as @ personal
objective for the annual bonus plan

» COy Intensity reduction (Scope 1 & 2115 a core IIP performonce metric

* Whilst these measures are not explicit onnual Incentive bonus metrics, they contribute significantly towards adjusted profit before tax, o core annual Incentive bonus metric
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Annual incentive bonus

In setting targets and assessing performance the following process 1s adopted by the Committee:

1. Set performance 3. Assess
measures dligned
with strategy

and budget

2. Set stretching
performance
targets

performance

5. Apply discretion
if required

4. Take account
of wider
circumstances

As per the Policy, the Committee reviews and selects performance measures, targets and ranges annually, which take account of the

econcmic 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 2022 that were fully aligned to the business
strotegy and the annual budget as approved by the Board in
December 2021. The 2022 annual incentive bonus focused on
just one financial metnc and non-financial metric.

These included:

» Group adjusted profit before tax (80%)

» Strategic and personal objectives (20%)

Free cash flow was also monitored and, if it materially

underperformed against budget, the Committee
may consider applying downward discretion.

There was also an Environmental, Social & Governance (ESG)
underpin to provide discretion for the Committee to take

Inte account any relevant ESG matters when determining
bonus outcomes.

For 2023, see page 143 for information regarding the
financial metric.

g

Set stretching performance targets

In setting stretching performance targets the Committee
considered a range of influencing factors that included the
strategic plan, the annual budget, analysts’ forecasts,
economic conditions inciuding the ongoing impact of
COVID-19, indwviduals’ areas of responsibilities and the
Committee's expectations over the relevant period.
Notwithstanding stretching targets are set at the outset,
the Committee will also consider the application of discretion
at the end of the performance period if relevant.

The performance target range itself was established
based on the annual budget and required significont
outperformance for executive directors to achieve
the maximum.

3.

Assess performance
Results were ahead of expectations:

» Group revenue of £2,049m increased by 10% and adjusted
operoting margin increased by 80bps, statutory
operating margin increased by 120bps

» Group adjusted profit before taxincreased from £307m
to £346m, statutory profit befere tax increased from
£245m to £285m

» Adjusted basic EPS increased from 92.0p to 105.5p

The Alternative Performance Measures referred to above
are defined in Note 3.

Take account of wider circumstances

The Committee believes that the range of measures used

to assess performance of the annual incentive bonus ensures
that performance is assessed using a balanced approach,
that is fully aligned with the business strategy.

The Comrittee also considers the wider workforce
remuneration and policies when making decisions on
executive remuneration. Given the performance noted
above and wider operational achievemnents, the Committee
15 comfortable that the 2022 annual incentive bonus
outcormes represent a fair reward for performance delivered.

Discretion to override formulaic outcomes
and to apply malus and clawback

Depending on the crcumstances, the Committee may
exercise judgement in assessing performance ond
determining the level of achieverment

The Committee has full discretion to override formulaic
outcomes, reduce the amount of any annual bonus, reduce
the number of shares (subject to any form of share award)
and/or to require a repayment to the Company 1n the event
it is discovered that the Company hos misstated its financial
results, there has been an errer or miscalculation in respect
of an award, there has been gross misconduct, there is
erroneous or misleading data or in any other circumstances
as the Committee sees fit. Such other circumstances may
include, but are not limited to, serious reputational damage
or corporate failure.

The Committee has considered the position and determined
that for 2022 it is not appropriate for any reason to exercise
the discretion to override formulaic cutcomes or recover
amaounts previously awarded.
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Summarised in the table below is the achievernent against Group targets applicable for Roy Twite and Daniel Shook.

Director Measure Maximum Performance targets Actual Actual Actual performance as
opportunity ——— ———-— -~ - - -—-——  performonce performance a percentage of metric
(% of bonus Threshold Target  Maximum (Em) (% out of 100} weighting
opportunity)
Allexecutive  Group adjusted 0% £3044m  £3382m £3551m £330 4m 38% 31%
directors profit before tax!
Strategic and 20% See table on pages 134 ond 135
personal objectives
100%

! Adjusted Group profit before tax, as set out in the Conschdated Income Statement on page 162, adjusted for the impact of foreign exchange, acquisitions
and dispesals

Strategic and personal objectives

As part of the strategic growth plan, the Committee sets each executive director several strotegic and personal objectives each
year. Performance against these objectives is assessed using a combination of quantitative and qualitative reference points to
ensure a robust assessment process. Mid-way through the year the executive is reviewed against their progress towards achieving
the strategic and personal cbjectives with a full review undertaken by the Committee at the end of the perforrnance 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 2022 and the performance against them is provided in the table below.

Director

Roy
Twite

&

(4]
D0
%28

e

2022 Strategic and personal objectives

Strategic growth: Fully deploy the agreed
strategy, executing the major strategic
projects on time, and te budget Continue to
develop acguisition options and relatienships
across all three divisions, ensuring successful
acquisitions have robust integration planming,
financiol controls and resourcing

Strengthen orgonisation: Continue to
build the IMI Executive team and accelerate
its perfermance Build succession to the
Exacutive including the Chief Executive

and drive succession depth across the
organisation

Deliver projects: Focus the entire
management team on key strategic
projects, delverng profitable growth
through Breakthrough Engineering for a
better workd, and delivening at pace four
waorkstreams focused on talent attraction,
wsibility, developrment and retention

Environment: Focus on elevating the
visibility of IMI's progress, and developing our
tangible metrics and targets Continue to
moritor and review that HSE, quality and risk
Irnprovement plans are robust and delivered
across the three divisions

Social: Further improve communication and
engagerment and drive g cutture of wellbeing
by enabling employees to understand and
embrace our wellbeihg strategy and how it
aligns to IMI's core values

Governance: Ensure thot qualty and risk
improvement plans are robust and delivered
across the three dwvisions Achieve positive
momenturn in the key metrics in each case

Commentary

» The IMI strategy continues to be deployed successfully Profits have increased
by 13% to £346m despite challenging market conditions

» Revenues have increased by 10%, and IM| Critical Engineering Aftermarket
orders have grown by 16%, accelerated by the upgrede valve strategy

» Growth Hub orders have substantiolly increosed to £52m in 2022 compared
to £23min 2021 Our innovation capability in oll three divisions 1s bullding as
momentum grows

» Three acquisitions were completed in 2022 Bahr, CorSolutions and Heatmiser
All three acquisttions have robust Integrabion plans and resguraing in place

» Cormplexity-reducing rationalisotion projects as communicated to the Bogrd
and City are delivering ahead of schedule

» The IM| Executive team continues to operate affectively wath o strong culture of
collaborgtion and supportiveness, resulting in effective takent deployment and
best practice sharing

» Internal succession plans are in ploce, with strong candidates for Chief
Executive and Executive team members

» (Ml continues to win new Better World business in Life Sciences, Energy. Energy
Efficient buildings and zero/ low emission trucks, wath organic sales growth
of 4%

» The focus on our Customer First project in IMi Precision Engineering allowed
us to streamline the organisation around key market segments including the
APAC region, to facilitate the dnve for profitable growth

» Wide ranging improvements made ta the Ml talent processes have unified
our external recruitrnent messagmg under the IMI brand, rmproved talent
wisibiity by redesigning the talent review process and introduced a brand new
Leadership Development Programme in conpunction wath IMD

» Leadership group retention remained very strong across IM|

» IMI's carbon intensity improved (Scope 1 & 2) from 2 30CC,e in 2021 to
209tCCqe per 1,000 hours worked 1n 2022

» Plons have been developed in 2022 for Scope 3 emission reductions, targeting
a 25% reduction by 2030 (from a 2019 base) and ¢ net zero target by 2050

» IMI's CDP elimate rating improved to B and we maintained AA for MSC|

» IMI's heolth ond safety culture continues to improve In 2022 79% of employees
said they felt comfortable challenging any behaviour that may be unsofe
compared to 70% 10 2021 Over 30,000 hozards were dentified by our
workforce (up 29%) ond $3% of them were closed out within 30 days

» The acaident rate per hour worked across the group improved to O 35 from
05602021

» The IMl employee engagement score has increased from 77% to 80% i 2022

» Many wellbeing activities were supported across cur businesses including
mental health first aiders, mental health aworeness sessions, unconscious bias
traming and celebrating major refigious and cultural events

» Customer focus and service remained good across the divisions, despite the
global supply chain disruptions Risk mitigation actions in the supply chain,
including our own factories and warehouses, have proved to be effective

» Product gualty improved ogamn with IMI's overall cost of quality as a percentage
of sales falling

Weighting
(% of

maximum)

20%

Performance
achieved

% of

maximum)

5%
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Director 2022 Strategic and personal objectives Commentary Welghting Performance
(% of achieved
maximum) (% of
maximum)
Daniel Strengthen organisation: Support and » IMI continues to have a strong and committed finance team In 2022 we 20% 21%
Shook continue to develop the finance leadership identified and hired a strong candidate for the IMI Hydrenic Engineering

0
L]
@

@

team Successfully transition Adaptos into
the IMI Finance control envirenment Drive
a culture of wellbeing at IMI

Deliver projects: Successfully deliver key
strategic projects Advance the finance
process automation project through the
pilot phase, engage and support Growth
Hub imtiatives to deliver at least £50m of
orders in 2022, and deliver at pace four
workstreams focused on talent attraction,
wisibility, development and retention

Environment: Ensure ESG activity and
reporting s delvered to o high standard
Develop a targeted action plan for optirnal
ESG mndex recognition Avoid any Lost Time
Accidents at IMIHGIn 2022

Social: Improve overall dwversity and
succasson pipeline within the Finance
function

Governence: Deliver improved internal
financial controls scores and mamtain o
robust controls framework Ensure Deloitte
are fully embedded os IMI's external auditor

CFO role, and continued to advance the developrment of our finance
leadership tearmn

» Robust integration plans for Adaptas have been estabbshed and are
progressing well

» The IMI Wellbeing programme 1 now established globally and employee
awareness 1s growing

» The new finance process automation project prlot was completed
successfully, and full mplermentation s being carried out across the
divisions

» Growth Hub orders have substantially increased to £52min 2022

» All four Talent workstreams were delivered successfully, serving to unite
1Ml as Ore Big Tearm and deliver meaningful improvements to the
talent process

» A strong tearn s now established with respensibility for envirenmental
data repoerting Reporting has been enhanced to include Scope 3 emission
reductions, targeting a 25% reduction by 2030 (from o 2019 base) and
a net zero target by 2050

» IMI's CDP climate rating improved to B and we maintained AA for MSCI
» We achieved zero Lost Time Acaidents at IMIHG in 2022

» We have developed a strong talent pipeline of diverse candidates within
the Finance function

» Our internal financial controls scores have further improved in 2022 with
all but two sites meeting target scores, dermonstrating clear progress
since last year

» Delpitte are now fully embedded

Performance under the financial metric {80% of the total annual incentive bonus achieverment) and the strategic and personal
objectives (20% of the total annual incentive bonus achievement) and the total achievernent (% of maximum) is set out below:

Director Actual performance of Performance achieved under the 2022 maximum bonus achieved

financial metrics (%) strategic and personal objectives (%) (% of maximum)
Roy Twite 30.8% 19 0% 49 8%
Daniel Shook 30 8% 182% 49 0%

Based on the performonce described above, the onnual incentive bonus outcomes for 2022 are set out below:

Director 2022 maximum 2022 maximum  Total bonus Total bonus Achievement of share Bonus delivered Bonus delivered

bonus opportunity bonus achieved awarded awarded ownership guidelines in form of cash in form of share

(% of salary) (% of maximum} (£000) (% of salary) at 31 Dec 2022 CEQOD) awards (£000)*

Roy Twite 200% 49 B% 757 99 5% 174% 757 -
Daniel Shook 150% 49 0% 372 73.5% 159% 372

* Deferred bonus share awaords are made where the executive director s yet ta reach therr share ownership gudance Details of the share ownership gudelines can be found on
poge 137
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Awards vesting under the lIP

In March 2020, performance share awards were made to the executive directors under the IIP The vesting of the awards was
subject to the achievement of three independent performance conditions as described below, measured over the three-years
ended 31 December 2022. The 2020 IIP award will vest in March 2023 at 66.8% of maximum.

Director Initict award Value on date of Number of initial Additional dividend  Total shares vesting Value of shares on

award' (£000) shares vesting equivalent shares vesting? (£000)
Raoy Twite 222,662 1,800 148,738 10,062 158,800 2,073
Daniel Shook 84,917 686 56,724 3,838 60,560 7?1

* The three-day average mid-market price on the date of oward was BO8 40 pence

* The price on vesting Is unknown at this time ond 5o the total number of shares vesting 1s valued at the average price over the lost quarter of 2022 which was

1,305 38 perce

Return on invested capital {(ROIC)

This metric is the same as thaot presented in 2020, however it
was previously referred to as Return on Capital Employed and
has been renamed to Return on Invested Capital to better
describe the metric. References to capital employed have
also been updated to capital invested.

One third of the award was subject to the achievement of ROIC.
This measure is defined as adjusted operating profit as a
percentage of the average invested capital during the financial
vear ended 31 December 2022, Invested capital being net assets
adjusted to remove net debt (including lease liabilities recogmsed
under IFRS 16), derivative assets and liabilities, restructuring
praovisions, employee benefit assets and liabilities and deferred
tax on employee benefits, ond to reverse historical impairments
of goodwill and amortisation of acquired intangible assets. It
compares the earnings of the Group with the capital employed.
RQOIC was chosen as a measure as It represents how well the
Group has used its investment made by shareholders and capital
from creditors to generate a profit.

The portion of the share oward that will vest related to ROIC
performance in the final year of the performance pened. For
ROIC of less than 11.5% no award under this elerment will vest.
25% of the award will vest for ROIC of 11.5%, nsingon a
straight-line basis to full vesting for ROIC of 14 5%. At the end
of the performance period return on invested capital was 13.1%,
which excludes the invested capital of Heatmiser which
cornpleted on 23 December 2022, resulting in this element
vesting at 21.4%.

Total Shareholder Return (TSR)

One third of the award wos subject to the achieverent of a
relative TSR performance measure against a defined group
of companies adjusted during the performance period, to
take account of merger and acquisition activity during the
performance period in line with the Committee’s established
guidelines. TSR is defined as the movement in share price during
the performance period, measured In local currency, with
adjustment to take cccount of changes in capital structure
and dividends, which are assumed to be reinvested in shares
on the ex-dividend dote TSR was chosen as o0 meosure os it

15 an external, relative benchmark for performance that aligns
executives’ rewords with the creation of shareholder value.

The portion of the award that will vest related to TSR depends
on where IM| ranks in the comparator group. For a TSR rank that
is below median, no award under this element will vest. 25% of
the award will vest for median TSR, rising on a straight-ine 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 outcome for this element of the
award is 12.0%.

Adjusted earnings per share (EPS)

One third of the award was subject to the achieverment of the
adjusted EPS growth measure. This measure 1s defined as the
compound annual growth rate in adjusted EPS over three
financial years, odjusted for any exceptional items, including
significant acquisition ond disposal and foreign exchange
movements, at the Committee’s discretion.

Adjusted EPS growth (s a key measure for IMl 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 o return to shareholders through dividends. For growth
of less than 3% per annum, no award under this element will
vest. 25% of the award will vest for growth of 3% per annum
rising on a straight-line basis to full vesting for growth of 10%
per annum.

QOver the three-year performance period ended 31 December
2022, IM! delivered Group profit before tax growth of 13.0%.
The resultant vesting outcome for this element of the award
is 33.3%.

Deferred bonus share awards

In March 2020, deferred bonus share awards were also made
under the lIP which vest in March 2023 These are in the form of
share awards used for mandatory benus deferral into shares of
up to 50% of annual bonus payable, where the executive director
is yet to reach their share ownership guideline.
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Discretion to override formulaic outcomes
and to apply malus and clawback

Depending on the circumstances, the Committee may exercise
judgement in assessing performance and determining the level
of achievernent.

The Committee has full discretion to override formulaic
outcomes and to reduce the amount of any IIP award, to reduce
the number of shares subject to any form of share award and/or
to impose an obligation to make a payment to the Company

in the event that:

» The Company misstoted financial results
» The Company suffers serious reputational damage

» There was an error or miscalculation In determining the
size of the award

» There was gross misconduct by on executive; and/or

» The Remuneration Committee has made decisions using
erroneous or misleading dota, or

» In such other circumstances as the Committee sees fit

The Committee has considered the position and determined
that for 2022 it is not appropriate for any reason to exercise
the discretion to override the formulaic outcome of the 2020
IIP awards or recover amounts previously awarded.

Share ownership guidelines

Itis a requirement of the Policy that executive directors are
subject to guidelines which require them to build a shareholding
in Ml worth at least 250% of salary for Roy Twite and 200%
of salary for Daniel Shook.

The Policy permits the Committee discretion to determine that
up to 50% af any annual bonus earned is deferred into shares
until the share ownership guideline is achieved together with
50% of any vested share awards. Each executive is 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 this guideline the Committee
reviews both the level of beneficial share ownership and vested
but unexercised share incentive awards on a post-tax basis.

The Committee has determined that as both Roy Twite and
Daniel Shook have met their guidelines (as ot 31 December
2022) us outlined above, their entire 20322 bonus will be
delivered in cash.

Post-employment shareholding guidelines

Our policy (approved by shareholders at the 2027 AGM)
includes post-employment shareholding requirements which
require executive directors to hold 100% of their shareholding
requirement {or if fess, all shares held) for twe years following
departure. This is implemented by signed agreement,

The Committee will hove discretion to cllow sale where

there are exceptional circumstances.

Share interests granted to executive
directors during 2022 (audited)

Grants made under the lIP

Performance share award grants under the IIP were made on

11 March 2022 in the form of nil-cost options. Awards are due

to vest on 11 March 2025, subject to the performance metrics
described in the 2027 Annual Report: Adjusted EPS growth
(30%), relative TSR (30%), ROIC (30%;), and total CO;, intensity
(Scope 1& 2) reduction against the 2019 base figure (10%). After
vesting, a holding period of two years applies subject to the sale
of shares as required to meet tax liabilities arising oh vesting.

The performance targets, which consider the Group’s approach
to implementing accounting changes under [FRS 16, and vesting
scale that apply to the 2022 IP awaords are as follows:

Relotive  Adjusted ROIC Total  Level of
TSR EPS COaintensity  vesting
Threshold Median 3% 11% 2019 base -17% 25%
(2 31tC0e
per 1,000 hours
worked)
Maximum Upper 10% 13% 2019 base -32% 100%
quartile (189 tCOse
per 1,000 hours
worked)
Weighting 30% 30% 30% 10%

The following performance share award grants were approved
and made in 2022;

1IP shares Value on date of Award as a

awarded oword? percentage of

(£000) salary

Roy Twite 143 144 1900 250%
Daniel Shook 57,214 759 150%

1 The three day averoge rmd-market price on the date of award was 132733 pence

The lIP is also used to grant deferred bonus awards exercisable
after three years to satisfy bonuses delivered in the form of
shares. Details of these additional lIP awards made in 2022 are
shown in the table on page 139 under the 'without performance
conditions' column. No performance conditions apply to

these awards.
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For share awards granted in 2022 the TSR group included 18 companies to ensure 2022 alignment with our peers and comparison
to cornpanies with similar products, custerners and global spread. The 2022 peer group includes the following companies whichis
consistent with our 2021 peer group, and in line with the Committee's guidehnes:

TSR comparator group companies

Belmo Ingersoll-Rond US Inc SMC

Circor ITT Srths Group
Curtiss-Wright Morgan Advanced Materials Spectris

Eaton Parker-Hannifin Spwrax Sarco
Emerson Electric Rockwell Automation SPX
Flowserve Rotork The Weir Group

All-employee share plans
Executive directors are eligible te participate in the all-employee share plans on the same terms as other eligible employees at IMI.

All-Employee Share Ownership Plon IMI Sharesave Scheme
Number of shares Value of free Nurmber of options Valuve of Total value under the
owarded share award! awarded ophions? Dividends all-employee share
(£000) (£000) (£000) plans (£000)
. 2022 279 & - - . 4
Roy Twite

2021 259 & 1,542 2 - &
2022 279 4 - - - 4

Daniel Shook —
2021 259 4 2,571 3 - 7

!in 2022 free shares were awarded at a share price of 1,290 00 pence (1,389 32 pence in 2021)

*in 2021 SAYE awards were made at @ 10% discount and the value shown is the Intrinsic gain at the dete of grant, caleulated in accordance with the single figure
requirements (on page 128)

Chair's and non-executive directors’ single figure table (audited)

The following table summarises the total fixed fees and benefits paid to the Chair and non-executive directors in respect of the
financial years ended 31 December 2022 and 31 December 2021

Director 2022 (£000) 2021 (£000}
Base fees Addrticnal Taxable Totol Bose fees Additional Toxable Total
feas benefitst fees benefits!
Lord Smith of Kelvin’ 380 - 7 387 311 - 3 314
Carl-Peter Forster? - - - - 45 19 - b4
isobed Sharp* 71 i7 5 3 68 17 2 a7
Thomas Thune Andersen® 71 22 10 102 48 14 5 87
Katie Jackson 71 - 5 76 68 2 70
Caroline Dowfing? 71 17 [ 94 68 [ 3 77
Dr Ajai Puri® 71 - 5 76 57 & 63
" Taxable benefits includes travel ond hotel expenses plus tax costs associated " Includes fee for Servor Independent Director (pro-rated in 2021 following
wath Board meetings heid at IMIHG appointment as Senior independent Directer on 1 Septernber 2027) and
- direct 't
< Includes fee for Senor independent Director and Remuneration Committee E(ér(w;en:zctlé:r\.;e rector with respensibility for employee engagement and for
Chair (pro-rated in 2021 following departure from the Board on 31 August
2021 " As g consequance of the Company being near to its Articles’ of Assaaation kit
. on payments it may make to Directors, the Charr, Lord Smith of Kelin agreed to
IndUdeé‘ fee for RRemUneratlon Committee C[;?" (pro]—lgted in 2021 (f)zlicwmg a £27778 underpayment of his £338 500 fee in 2021 The Charr was repaid in
appointment as Remuneration Commuttee Chair on 1 September 2021) 2022 and the total 2022 fee of £380,000 reflects this repayment However, the
‘Includes fee for Audit Committee Chair Chair's tataf 2022 fees {excluding this repayment) were £352,000, reflecting

the 4 0% applied to the 2027 full year fee, as detalled in the 2021 Annual Report.
Sharehoider approval was obtamed at the 2022 AGM to increase the payment
it within our Articles’ of Association

= Dr Ay Pun wos oppomnted to the Board on 1 March 2021 2021 fees represent
pro-roted armount
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Directors’ shareholdings and share interests (audited)

The following table surmmarises the share interests of any director who served during the year as at 31 December 2022 cr ot the
date of leaving the Board.

During the period 31 December 2022 to 2 March 2023 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 10 January 2023 of 10 shares on behalf of Roy
Twite and 9 shares on behalf of Daniel Shock at 1,420.00 pence per share, and 14 February 2023 of 10 shares on behalf of Roy
Twite and 8 shares on behalf of Daniel Shook at 1,552.50 pence per share.

Director Total Beneficial Scheme interests
interests interests Nil-cost options : All-employee
. U e . ot T ghare plans
. ' With performance conditions Without performance conditions
! } . (deferred bonus share awards)
Unvested? Vested but | Unvested { Vested but
‘ unexercised } unexercised |
Roy Twite 800,482 241878 527,644 - 21,386 - 2574
Daniel Shook 336,247 121,027 203,895 - 8,185 - 3,140
Lord Smith of Kelvin 14,300 14,300
Isobel Sharp 3,000 3,000 - - - - -
Thomas Thune Andersen 2,625 2,625 - -
Katie Jackson 2,846 2,844
Caroline Dowling 3014 3,014
Dr Ajai Puri 3,000 3,000 - - - - -

1Vesting dates of share awards are shown in Note 6, page 180,

Relative importance of spend on pay

The following information is intended to provide additional
context regarding the total remuneration for executive directors.

2022 2021 Change
(Em) (£m)
Dividends 622 418 1%
Total employment costs for Group 6026 5937 1%

(see Note 5 on page 179)
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Historical performance and remuneration

In addition to considering executive remuneration in the context
of internal comparisons, the Committee reviews historical
outcomes under the variable pay plans.

The graph compares tMI's TSR to the FTSET00 and FTSE250
over the last ten years. We compare performance to the
FTSE100 as IMI has been included in the index in the past
and it is a position where M| aspires to be.

TSR measures the returns thot a company has provided for its
shareholders, reflecting share price movements and assuming

reinvestrnent of dividends (source: CaplQ), with data averaged
over the final 30 days of each financiol year.

As the graph adjacent illustrates, IMl's absolute and relative
TSR performance has been robust over the last ten years,

IMI ple Annual Report & Accounts 2022
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The following table summarises the total remuneration for the Chief Executive over the last ten years, ond the outcormes of short

and long-term incentive plans as a percentage of maximum.

Financial year ended 31 December 2013 20147 20157 20162 2017? 20182 2019* 20200 20217 2022°
Total remuneration {(single figure, £000) 6,688 1,567 1,647 1,901 2,773 3,047 1,707 2,455 3,978 3,709
Annual variable pay (% of maximum) 62% 36% 40% 50% 95% 75% 43% 73% OB% 50%
Long-term variable pay (% of muximum) 100% - -

- Share Matching Plan

Long-term variable pay {% of maximum) 82 &% 35 -

- Performatice Share Plan

Long-term variable pay {% of maximum)} - 29 2% 47 1% 58 8% 75 3% 66 8%

- IMI Incentive Plan

! Represents remuneration for Martin Lamb, who was Chief Executive from before 2010 until 31 December 2013

* Represents remuneration for Mark Selway, who was appointed Chief Executive on 1 January 2074

? Represents remuneration for Roy Twite, who was appointed Chief Executive on & May 2019
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Annual percentage change in remuneration of directors and employees

The Committee actively considers any increases in base pay for the Chief Executive and other directors relative to the broader 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.

The following table summarises the annual percentage change of each director's remuneration compared to:

» The annual percentage change of the average remuneration of the Group's employees, calculated on a full-time equivalent basis

» The performance of the Group over the same preceding financial year

During 2020 the Board accepted a 20% cut in annual salary/fees for three months owing to the pandemic. This impacts both the
2020 and 2021 comparison. The annual salary/fee increase applied to the Beard in 2027 was 1.5%

2020 2021 2022
Annual  Benefits Annual Annual Benefits® Annual Annual  Benefits® Annual

Salary/Fees banus Salary/Fees bonus Salary/Fees bonus
Executive Directors
Roy Twite! 75% -23 3% 103 7% 6 9% 87% 358% 4.0?6 23,0% -47.0%
Donizl Shogk 31%  -146% 101 6% 6 9% 34 3% 36 2% 9.0% 10.6% -45.4%
Chair
Lord Smith of Kelvin? -3 1% -85 7% -19% 200 0% 22.2% 133.3%
Nonfgxecuﬁifg Vr.liire”ctoirs
Isobe! Sharp - -37%  -500% 7 6% 100 0% 4.0% 150.0%
Thomas Thune 15% -87 5% 22 6% 400 0% 13.5% 100.0%
Andersen’
Kate Jackson B -5 5% -75 0% 7 9% 100.0% 4.0% 150.0%
Carolne Dowling* 17 5% 20.0% 100.0%
Dr Ajoi Puri® 24.8% -16.7%
Average Poy of 375% 01% 92.0% L 40% 3.6% 68 8% 8.3% 3.9% -44.0%
UK HG employees

! Roy Twite was oppointed as Chief Executive In May 2019. The percentage ¢change in 2020 is a result of the 2019 Directors single figure table which includes income earned
before Roy was appointed gs Chief Executive

¢ As o consequence of the Company being near te its Articles’ of Assaciation hrmit on payments it may moke to Directors, the Char, Lord Smith of Kelvin ogreed to o £27.778
underpayment of his £338 500 fee in 2021 The Chair was repaid in 2022 and the total 2022 fee of £380,000 reflects this repayment However, the Chair's total 2022 fees
(excluding this repayment) were £352,000, reflecting the 4% applied to the full year fee, as detaied in the 2021 Annual Report. Shareholder approval was obtained ot the
2022 AGM to increase the payment limit within our Articles’ of Assoaation

¢ Senior Independent Directer fee pro-rated in 2021 following appointment on 1 September 2027
“ Charr of the Rernuneration Committee fee pro-rated in 2021 following appointment on 7 September 2021
" Dr Ajai Puni was apponted to the Board on 1 March 2021 Fees represented pro-rated amounts

* Benefits include trovel ta board meetings held at IMI plc Head Office In 2021 board meetings were held remotely.

All UK head office employees This comparison excludes our international workforce which we feel would not provide o trua comparison given differing local market factors
There have been ne payments to past directors.
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Pay ratio reporting

Pay ratio legislation requires quoted componies with 250 or more employees to publish information on the pay ratio of the Group
Chief Executive to UK employees. In line with the new regulatory requirements, the table below sets out the ratio at median, 25th and
75th percentile of the total remuneration received by the Group Chief Executive compared to the total remuneration recesved by our
UK emplayees — as well as comparing to base salary only. Total remuneration reflects all rermuneration received by an individual in
respect of the relevant years, and includes salary, benefits, pension, and value received from incentive plans

Total remuneration

Financial year Methodology ‘ P25 {Lower Guartile} PS50 (Medkan) P75 {Upper Quartile}
2022 Option C 1121 86.1 501
2021 Option C 116.1 95.1 63:1
. ZD-ZD Option C 851 671 451
2019 Option C 831 621 451

» The 2022 Chief Executive single Figure is calculated considering the Chief Executive's remuneration calculation includes base salary,
fees, pension, taxable benefits, annual bonus and shares paid during 2022

» As is permitted by Option C of the requlations, the Gender Pay Gap data for 2022 based on a snapshot in April 2022 was used to
identify our three quartile employees, P25, PS50 and P75. Having identified P25, P50 and P75, we chose to review the single figure
data for an additional ten employees at each of the gquartiles for the full year ended on 31 December 2022

» The remuneration calculation included base salary, allowances, pension, taxable benefits, annual bonus and shares. This method
provides a like-for-like comparison with the Chief Executive's single figure total for the 2022 calendar year. Gathering data on more
than three employees provides a better opportunity to capture all pay and benefits of employees to get o 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 over-paying and providing the opportunity for individual
development and career progression, 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 abgriment with sharehaolder interests for the Chief Executive

» We are satisfied that the median pay ratio reported this year is consistent with cur wider pay, reward and progression policies for
employees. All IMl employees receive competitive pay and benefits and have the opportunity for annual pay increases and career
progression and development opportunities

» Changes to the ratio in 2022 compared to 2021 are largely attributable to the impact of variable pay

The total pay and benefits and base salary component of the total pay and benefits figures are as follows:

2022 Base salary (£) Total pay and benefits (£)
Chief Executive remuneration 760,000 3,708,566
25th Percentile employee 30,050 33076
50th Percentile employee 30,761 42916

75th Percentile employee 55,988 74331
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Implementation of the Policy for 2023

Summary of Policy

Implementation in the year to 31 December 2023

Base salary
Reviewed annuatly with changes normally effective from January

The Cornmittee takes into account the level of iIncrease for the wider workforce,
market doto, business performance, external economic foctors, the complexity of
the business and the role, cost, and the incumbent's experience and performance.

Pension

A cash allowance in lieu of pension 1s paid monthly To the extent required by law,
part of this aiowance willbe pad into a defined cantribution pension arrangement
With the Committes's approval the executive directors may redirect il or part of
the balance of this allowance into o defined contribution pension arrangement.

Pension for any newly hired executive to be linked to average workfaorce levels
{currently 11%)

Legacy obligations for executive directors receiving pension above workforce levels
will be brought in line with workforce by 1 January 2023

Benefits

The policy provides a normal range of benefits to executive directors The value of
benefits vary year-on-year depending on the age and health of the Indiadual, the
cost of prowiding them and the geography in which the executive 1s based However,
the range of benefits is not expected to change from year to year.

Annual Bonus
Based on annual performance relative to set targets.
Drives and rewards performance aganst annual financiol, strategic and sperational

goals, which are consistent with the medium to long-term strategic goals of M)
Considers individual behaviours and contributions

If the executive has not achieved their share ownership guidelne, up to half of any
bonus shall be invested into IMI shares for ot least three years Once the share
ownership guideline 1s met, an executive can then elect to receve therr bonus in cash
and/or shares

Dwidends (or eguivalent vaiue payments} accrue ond are payable in cash or shares
when shares are released

Recovery provisions are included in the plan rules allowing for malus and clawback

Cansistent with prior yeors, sclary increases effective 1 Jonuary 2023 considered a range
of factors including the Increases for the wider workforce, the financial performance of
the Group and prevailing economic conditions

For 2023 the Chief Executive and Finance Director receved a 4 5% base salary increase
which, given the context of the cost of lving ¢risis and considening how we direct our
resources, 15 1 6% lower than the general pay award applied to UK employees of 6 1%
The base salary for the Chief Executive vall be increased to £794,200 0 2023, and the
base salary for the Finance Director will be £529100n 2023

From 1 January 2023, all Executive Directors will receive 11% af salary which s nligned
Lo that of the average employee ond that of the Investment Association guidelnes

In Iine with the Policy, each Executive Director receves

» Car cllowance

» Life msurance

» Private health insurance including medical screen as appropriate

» Other ancillary benefits including tox adwice

During 2022 the Commuttee reviewed the appropriateness of continuing with the
metrics that applied to the 2022 annual bonus to ensure ahgnment with IMI's strategy

The Committee determined that the 2023 annuel bornus will be contingent on a Profit
Before Tax growth target alongside strategic and personal ebjectives for each executive
director There will be a weighting of 80% to financial metrics and 20% to strategic and
personal objectives

Free cash flow will be considered by the Committee when determmning annual bonus
outcomes, The FSG underpin wall continue to be considered to allow the Commuttee to
take into account any relevant ESG matter when determining remuneration outcomes

The Committee will continue to monitor the underlying performance of the business
when determining bonus outcormes Due to the commercially sensitive nature of

the finanoal targets and strategic ond personal objectives, they wilt be disclosed
retrospectively In next year's report along with performance against them

The maximumm bonus opportunity will be set at 200% of salary for Roy Twite. The annuol
bonus opportunty for Daniel Shook will be set at 150% of base salary On-target bonus
1s set at 50% of maxirmurm bonus opportunity
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Implementation of the Policy for 2023 (continued)

Summary of Policy

Performance shares awarded under the IMl Incentive Plan
Incentivises long- term value creation, aligning the interests of
executives and shareholders through share awards

Performance metncs support the long-term strategy of IMI
and the vehicle and time horizen provides a retention tool for
key executives

The Committee can make annual share-based awards
Dividends (or equivalent value poyments) actrue and are
payable n cosh or shares in respect of vested owards.

Any vested performance share awards will be subject to a sale
restriction for ¢ peried of 2 years from the date of vesting,
subject to the executive being permitted to sell such number
of shares as may be required to settle tax labilities as they may
anse. In odditien the share ownership guidelines apply.

Recovery provisions are inciuded in the plon rules alloveing for
malus and clawback

Share ownership guidelines

It 15 a requirement of the remuneration policy that executive
directors are subject to guidelines which require them to buld
a shareholding in IMI worth at least 250% of salary for the
Chief Executive, and 200% of salary for the Finance Director
{and other executive directors if applicable). Policy permits the
Committee to determine that up to 50% of any annual bonus
earned may be deferred inte shares until the share ownership
guidekne i1s achieved together with up to 50% of any vested
performance share awards Fach executive s then required to
maintain ot least this share ownership guideline level (subject
to allowances for share price fluctuations and changes in
base salary thereafter). When assessing comphance with this
guideline the Comrmuttee reviews both the level of beneficial
share ownership and vested but unexercised share incentve
awards on a post-tox basis

Implementation in the yeor to 31 December 2023

At the same time as the review of annual bonus metrics, the Committee also reviewed those attached to
IIP awards

The Committee continues to believe that this wall ensure that executives are only rewarded if underlying
earnings are increased over the performance period and shareholder returns outperform peers

2023 awards will be set at 250% for Roy Twate and 156% for Daniel Shook and will be subject to a two-year
post-vesting holding period, extending the total time honizen to five years from grant

The Committee considered whether the performance metrics for LT!P awords remain appropriate before
concluding that the existing metrics of TSR, EPS and Return on Invested Capital (ROIC*), ond CO intensity
remain aligned with strategy Consistent with the previgus year, TSR, EPS and ROIC will each have g 30%
waighting, and CO: intensity will have a 10% weighting

TSR metrics remain unchanged but having taken into account iInternal budgets and analyst consensus
estimates avaikble at the time the targets were set the Committee deaided that the maximurm target
for EPS will remain unchanged at 10 0% in 2023 The Committee feels that given econarmic uncertainty,
EPS threshold will remain the some as 2022 at 3 0% In addition, the Committee decided that both the
maximum and threshold target for ROIC should remamn unchanged ot 11 0% to 13 0% Further, the
Comimittee retains discretion to determine, should the 2023 LTIP vest, whether the formulaic outcome s
afar refiection of underlying business performance ond consistent with the shareholder experience over
the performance peried and if not. to adjust the formulaic outcome accordingly

The performance targets that will apply to the 2023 IIP awards are as follows

Relative  Adjusted ROIC Total  Levelof
TSR EPS COyintensity  vesting
Threshold Median 3% 11% 2019 bose -21% 25%
(2.181C0Oe
per 1,000 hours
worked)
Maximum Upper 10% 13% 2019 base -36% 100%
quartile {177tC0ze
per 1,000 hours
worked)
Weighting 30% 30% 30% 10%

The share Ownership Guidelnes are
» Chief Executive — 250% of base salary
» Finance Director - 200% of base salary

Post-smployment shareholding guidelines

Cur policy (approved by shareholders at the 2021 AGM) includes post-employment sharehelding
requirements which require executive directors te hold 180% of ther shareholding requirernent
(or if less, all shores held) for two years following departure This will be implemented by signed
agreement The Cormmittee will have discretion to allow sale where there are exceptional reasons
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Summary of Policy

Implementation in the year to 31 December 2023

Malus and Clawback

The prowisiens enable the Committes to reduce future annual
bonus payments, reduce the number of shares under ony
form of share award, and/or require the individual to make

o payment to the Company on terms deemed to be fair and
reasonable by the Committee.

The Committee has the power to opercte malus and/or clawback provisions in the event that
» The Campany russtated financial results

» The Company suffers serious reputational damage

» If there was an error or miscalculation in determining the size of the award

» Gross risconduct by an executive; and/or

» The Remureration Committee has made decisions using erronecus or misleading dota

Other policy items For a description of pohicy rtems such os
» Appointments to the Board
» Loss of office {including change of control)
Please refer te the Directors’ Remuneration Policy published n the 2020 Annual Report
Service contracts

The unexpired terms of the non-executive directors’ service

contracts can be reviewed in the Board's Corporate Governance
Report on page 108.

Fees for the Chair and non-executive directors

The Chair and non-executive directors’ remuneration increased
by 4.5% with effect from 1 January 2023 which, given the
context of the cost of living cnisis and considering how we direct
our resources, is lower than the general increase applied to both
UK employees and that of the whole Group.

Committee evaluation

The Committee reviewed its own performance and terms of
reference and received positive feedback, with no recommended
changes, from the evaluation exercise carried out in respect of
the Board and each of its committees. Details of the internal
evaluation can be found on page 112 of the Corporate
Governance Statement,

The Cormmmittee approved this report on its work.
Carocline Dowling

Chair of the Remuneration Committee
for and on behalf of the Board

2 March 2023
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Directors’ Report

Statutory & Other Information

The directors present their management report, including the Strategic Report, together with the
oaudited financial statements of IM| plc (the Company) and its subsidiaries (together, the Group),
for the year ended 31 December 2022.

Amendment of Articles
of Association

Annvai General
Meeting

Branches

Business relationships

Change of control

Corporate Governance

Statement

Directors

Directors' indemnities
and insurance

Directors’ interests

The Company's Articles of Association may only be amended by special resolution of the Compary at a general meeting of its shareholders

The Annual General Meeting will be held on & May 2023 Fuli details of the resolutions to be proposed to our shareholders, and
accompanying explanatory notes are contomed in our Notice of the Annual General Meeting, a copy of which will be published
on our website

At our 2023 AGM, resolutions will be proposed, ormeng other matters

» to receive the Annual Report & Accounts

» to approve the Directors’ Remuneration Report

» to declare a final dividend

» to reappemnt Deloitte LLP as auditor and set the auditor's remunerction

» to approve the directors’ gereral authority to allot shares

» to grant the authority to 1ssue shares without first applying statutory rights of pre-emption
» te authorise the Company to make market purchases of its own shares

» to authonise the moking of mited palitical donations by the Cempany and its subsidanes

» to enable the Company to continue to hold general meetings on not less thon 14 clear days’ notice
The Cormpany does not have any bronches outside the UK

A summary of how the Compony has engaged with supplers, custormers and other third parties can be found on pages 38 to 42 Detas of
how the directors have had regard to the need to foster the Company's business relationships with suppliers, customers and others, and
the effect of thot regard on the prinapal decisions taken by the Cormpany during the financial year are contained in the section 172(1)
statement on pages 43 to 45 Further information on our payment practices with supphers can be found on the government's reporting
portal Our statement on slavery and human trafficking can be found on our website at https: Awww imiple com/sites/imi-corp-rev2/files/
modern-slavery-act-staterment-2022 pdf

The Company and its subsidiaries are party to a number of agreements that may allow the counterparties to alter or tarmingte the
arrangements on a chonge of controf of the Company following a takeover bid, such as commercial contracts and employee share plans
Other than as referred to In the next peragraph, none of these ore considered by the Company to be significant in terms of s ikely impoct
on the Group as a whale In1he event of a change of control of the Company, the Group’s main funding agreemcnts allow the lenders Lo
renegctiate terms or give notice of repaymnent for all autstanding @mounts under the relevant facilites

The Company does not have agreements with any director or ernployee that would provide compensation for loss of office or employment
specifically resuiting from a takeover, although the provisions of the Company’s share schemes include o discretion to allow owards granted
to directors and employees under such schemes to vest in those circumstances

The Corporate Governance report on pages 100 to 145 1s hereby incorporated by reference nto this Directors’ Report ond includes details
of our application of the principles and reporting against the provisions of the UK Corporate Governance Code Our statement includes

a deseniption of the main features of aur Internal contral and risk management systerns in relation to the financig) reporting process and

forms port of this Directors' Report A copy of the 2018 version of the UK Corporate Governance Code, as applicable to the company for

the year ended 371 December 2022, can be found at the FAinancial Reporting Council’s website fre.org uk

The names and biographies of our directors whao served during the financial year ended 31 Decernber 2022 can be found on pages 96 and
97 The rules for the appomtment and replacement of directors are set out in the Cormpany’s Articles of Association Each new appointee
to the Board Is required to stand for election ot the next Annual General Meeting following therr appointment [n addition, the Company’s
Articles of Association require each director to stand for re-election every year.

The Company rmantains directors’ and officers’ lability insurance and all directors of the Company benefit frorm 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 inrespact of the costs of defending civil, crminal and regulatory proceedings brought against them,
as a director or employee, subject always to the imitations set by the Companies Act 2006

The Group operates pension schermes in the UK which provide retirernent ond death benefits for employees and former employees of

the Group The corporate trustee of the pension schemes 1s IMi Pensions Trust Lirmited, 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 finanaial year ended 31 December
2022 and remain 0 force for the benefit of each of the directors of the corporate trustee of the pension schemes These indemnity
provisions cover, to the extent permntted by low, certon Josses or habilibes mcurred as a director or officer of the corporate trustee of

the pension schemes The Group also has in place third party qualfying indemnity provisions, as defined in section 234 of the Compaonies
Act 2006, in favour of certain employees who discharge responsibilities for vanous wholly-owned subsidiary comparies ond these
indermnrties are given on a sirmilar basis to the above

Details of the interests in the Company's shares held by our directors and persons connected with thern (Including interests under share
option and incentive schemes), are shown in the Directors’ Remuneration Report on poge 139 and are hereby incorporated by reference inte
this Directors’ Report
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Directors’ powers The powers of the directors are deterrnined by UK legislation and the Articles of Associotion of the Company in force from time to time The
directors were authonsed to cliot and 1ssue ordinary shares and te make market purchases of the Company’s ordinary shares by resolutions
of the Company passed at its Annual General Meeting held on 5 May 2022 The current autharities will expire at the conclusion of the next
Annual General Meeting to be held on & May 2023, at which new authorities will be sought Further detalls of authorities the Company s
seeking for the allotment, 1ssue and purchase of its ordinary shares will ba set cut In the separate Notice of Annual General Meeting

Disclosure of Each directer confirms that, so far as they ore each aware, there is no relevant audit informotion of which the Company’s cuditer s unowore
information to 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

the auditor any relevant audit imformation and to establish that the Company's auditor 1s aware of that nfermation

Dividends The directors recommend a final dvidend of 17 4p per ordinary share for the yeor ended 31 December 2022 Subject to shareholder approval

by our shareholders at our Annual General Meeting on 4 May 2023, the final dvidend will be paid on 12 May 2023 to shareholders on the
register at the close of business on 11 April 2023 Together with the interim dividend of 8 3p per erdinary share paid on 16 September 2022,
this gives a total dividend for the 2022 finonaial year of 25.7p per ordinary share. The interim and final dividends paid in respect of the 2021
finaincial year were 79p per ordinary share and 15 8p per ordinary share respectively (2021 total dividends paid of 23 7p)

Employee matters Details of how we engage with our workforce, how we provide them with relevant information and take account therr interests in
decision-making can be found in our on pages 38 to 45. Our Section 172(1) statement can be found on pages 43 to 45. A description of
how our directors have engaged with the workforce 1s set cut on page 110

Our appreach to nvesting in and rewarding the workforce is set out an pages 59 to 60. Details of employee share schemes are set out
in Note 6 of the financicl statements on page 180 Details of the arrangements in place under which employees can raise any matter
of concern are set out on pages 53 and 92

Every effort 1s made to ensure that applicatiens for employment from disabled employees are fully and fairty considered and that disabled
employees have equal opportunity in training, succession planning end promotion Further disclosures reloting to employee diversity,
employee engagement and related policies are set out on poges 62 to 62 Our Board Inclusion & Diversity policy 1s summarised on page 127

Environmental Information an cur greanhouse gas ermissions energy consumption and energy efficiency actions required to be disclased by the Companies

matters Act 2006 {Strategic Report ond Directors’ Report) Regulations 2013 and Schedule 7 of the Large and Medium-sized Comparnies and Groups
{Accounts and Reports) Reguiations 2008/410 1s set out In the Sustoinability report on pages 70 to 79 Such information is incorporated into
this report by reference and 1s deerned to form part of this irectors’ Report

Events occurring ofter  There have been no important events affecting the Company or any member of the Group since 31 December 2022
the reporting pericd

Financial instruments. Our risk mancgement objectives and policies in relotion to the use of financial Instruments can be feund in Note 17 on pages 207 and 208

I"ch:Eﬂqn ":'"I':ed Listing Rule statement Detail Note reference of financial
by isting ul statements/page number
9.8.4 as appropriate
to the Company 9.8.4R (12) Shareholder warver page 148
o of future dividends
9.B.4R (&) Long-term incentive pages 143 and 144
y schemes
2.8.4R (5) Directors’ wover of poges 128 and 138

emoluments

Major shareholdings Information provided to the Company pursuant to the Disclosure Guidonce and Transparency Rules is published on & regulatery infermation
service and on the Company's website As ot 31 December 2022, the following voting interests in the ordinary share capital
of the Company, disclosable under the Disclosure Guidance and Transparency Rules, had been notified to the Company

Name of shareholder Percent of issued share capital Direct or indirect

nature of holding
Massachusetts Financial Services Compony 989 Indirect
Ameriprise Financial Im:". - 5 04 Indirect
Standard Life Investments (Holdings) Limited 497 Indirect
BlackRock, Inc. 4, 99 Indirect
Legal & General Group plc 303 Direct

Between 31 Decernber 2022 and the date of this Annucl Report, no changes in the voting interests have been notified to the Company in
gecordance with the Disclosure Guidance and Transparency Rules save for notifications receved from BlockRock, Inc on & Januery 2023 that
its interests totalled 5% and on 18 Jonuary 2023 thot its interests totalled below 5% and Amenpnse Financal inc on 25 Januory 2023 that
its iInterests totalled below 5%
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Political donations No political donations were made during the yeor.

Purchase of own shares  The Company was granted authority at the Annual General Meeting heid on 5 May 2022 to purchase up to 26,000,000 of its ordinary
shares This authority will expire at the conciusion of the next Annual General Meeting to be held on 4 May 2023, where shareholders will be
asked to give a similar autharity, details of which will be given in the Notice of Annual General Meeting We did not purchase any shares
under this authority duning the year

Related party Details of related party transactions are in Note 26 on page 223

transactions

Research and See Note 5 to the financial staternents on page 179 for an mdication of research and development activities of the Group

development More information about our Investment in Growth Hub projects can be found on page 61

Share Capital As at 31 Decermber 2022, the Company's issued share coprtal was £78,58512914 divided into 275,047952 ordinary shares of 28 4/7p each

Details of the share caprtal of the Company are set out in Note 22 to the finencial statements on page 219 The Company’s ordinary shares
are listed on the London Stock Exchange

During the year 123,261 shares were ssued In respect of options exercised under emplayee share schemes Details of these schemes are
summarised n Note & to the financial statements Shares acquired by employees under employee share schemes rank equally with the
other shares in 1ssue and have no special rights

As at 31 December 2022, 2,408,354 shares were held in an employee trust for use in relation to certain executive Incentive plans
representing O 9% of the 1ssued share capital (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 1n the governing trust deed The trust has agreed to waive any night
to all dvidend payments now and in the future Participants n option schemes do not hold any voting rights on the shares until the date
of exercise

The nghts and obhgations attaching to the Cornpany's ordinary shares are set out in the Company's Articles of Association, copies of
which can be obtoined from Companws House i the UK, from the Company's website or by writing to the Company Secretary Changes
to the Articles of Association must be approved by a specia! resolution of the shareholders (75% majority required) in accordance with the
legisiation in force at the time. Subject to apphcable statutes, shares may be 1ssued with such nghts and restrictions as the Compary may
by ordinary resolution decide or {if there 1s no such resalution or so far as it does not make speaific provision) as the Board moy decide

Halders of ordinary shares are entitled to receive the Company's report and accounts, to attend, speak and vote at general meetings of the
Company, and to appoint proxies to exercise therr rights Holders of ardinary shares may recewe a dvidend and in a iquidation, may share
In the assets of the Company Subject to meeting certain thresholds, helders of ordinary shores may reguisition a general meeting of the
Company of propose resolutions gt Annual General Meetings Voting rights for ardinary shares held in treasury are suspended and the
tregsury shares carry no nghts to recewve dividends or other distnibutions of gssets

There are no restrictions on the transfer of ordinary shares in the Cormpany ether than

» Certain restrictions as may from time to tirme be irmposed by lows and regulatiens (for example insider trading lows, in accordance with
the Campanies Act 2006, Listing Rules or the City Code on Takeover and Mergers}

» Pursuant to the Company’s share dealing code whereby the directors and certam employees of the Company require approval to deal s
the Company's shares

The Company 1s not aware of ony arrangement s between shoreholders that may result in restrictions on the tronsfer of erdinary shares or
on voting nghts None of the ordinary shares carry any special nghts with regard te control of the Company The only restrichions an voting
rights are those that apply to the ordinary shares heid i treasury Electrenic and paper proxy appointments and voting instructions must
be received by the Company’s registrars not later than 48 hours (exciuding any non-warking days) before o general meeting, or (subject to
the Compony's Articles of Association) any adjournment thereof

Strategic report Certain informanon required ta be included in the Directors’ Report has been set out in the Strategic report The Strategic report required
by the Companies Act 2006 can be found on pages & to 95 The report sets eut the busmess model {pages 10 and 11}, strategy (pages 10
and 113 and likely future developments (pages 16 to 25} It contains a review of the business and describes the development and
performance of the Group's business during the financial year ond the position at the end of the financiai year it ofse contains o description
of the principal risks and uncertainties facing the Group (poges 88 Lo 93} Such information s iIncorporated inte this report by reference
ond s deemed to form port of this Directors’ Report

Treasury shares As ot 31 December 2022, 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 2022
Wwas constant

Approved by the Board and signed on its behalf by:

Louise Waldek
Company Secretary

2 March 2023

IMI s registered in England Ne. 714275
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Statement of directors' responsibilities

Statement of directors’ responsibilities in respect of the Annual Report and

the financial statements.

The directors are responsible for preparing the Annual Report,
which includes the Directors’ Report, the Strategic Report,
Remuneration Report and Corporate Governance Statement,
and the Group and parent company financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial
statements for each financial year. Under that law the

directors are required to prepare the group financial statements
in accordance with United Kingdom adopted international
accounting standards. The financial statements alse comply
with International Financial Reporting Standards (IFRSs) as
issued by the IASB. The directors have chosen to prepare the
parent company financial stotements in accordance with
United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law), including
FRS 101 'Reduced Disclosure Framework' Under company

law the directors must not opprove the financial statements
unless they are satisfied that they present fairly the financial
position, financial performance and cash flows for that period.
In preparing those financial statements, the directors are
required to;

» Select suitable accounting policies and then apply
them consistentfy

» Make judgements and estimates that are reasonable

» Present information, including accoeunting policies,
in a manner that provides relevant, reliable, comparable
ond understandable information

» State whether applicable UK Accounting Standards have been
followed, subject to any material departures disclosed ond
explained in the financial statements

» State for the parent company financial statements whether
applicable Internaticnal Accounting Standards in conformity
with the requirements of the Companies Act 2006 as applied
in accordance with section 408 of the Companies Act 2006

The directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time
the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act
2006. They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity
of the corporate and financial information included on the
Company’s website. Legislation in the United Kingdom governing
the preparation and dissemination of financial statements may
differ from legislation in other prisdictions.

Directors’ responsibility statement under
the Disclosure and Transparency Rules

We confirm that te the best of our knowledge:

» The Group and parent company financial statements in this
Annual Report, which have been prepared in accerdance with
applicakle UK law and with the applicable set of accounting
standards, give a true and fair view of the assets, labilities,
financial position and prefit of the Group

» The Annual Report (which includes the Directors' Report
and the Strategic Report) includes a fair review of the
development and performance of the business and the position
of the Company and the Group taken as a whole, together
with o description of the principal risks and uncertainties
that they face

The directors are responsible for preparing the Annual Report

in accordance with applicable laws ond regulations. Having taken
advice from the Audit Committee, the Board considers the
report and accounts, taken as a whole, are fair, 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 Shook
Group Finance Director

2 March 2023

Roy Twite
Chief Executive

2 March 2023
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Independent Auditor's Report
to the Members of M| plc

Report on the audit of the financial statements
1. Opinion

In our opinion:
« the financial statements of IMI plc (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 2022 and of the Group's profit for the year then ended;

- the Group financig) statements have been properly prepored in accordonce with United Kingdom odopted international necounting standords;

+ the parent company financial 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 fingncial statements which comprise:

- the cansolidated 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 framework 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 Framework” (United Kingdomn Generally Accepted Accounting Practice).

2. Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law, Qur responsibilities under those standards are
further described in the auditor's responsibilities 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 cur oudit of the financial statements in
the UK, inciuding the Financial Reporting Council's (the 'FRC’s’) Ethical Standard as applied to listed public interest entities, and we have fulfilled our other ethical
responsibilities in accordonce with these requirements. The non-audit services provided to the Group and parent company for the year are disclosed in Note 5 to the
financial statements.

We confirm that we have not provided any non-audit services prohibited by the FRC's Ethicul Standard to 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.
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3. Summary of our audit approach

Key audit matters The key audit matters that we identified in the current year were:
+ overstaternent of revenue throughout inappropriate cut-off in the IMI Critical Engineering division; and
« valuation of inventory.
Whilst we identified the classification of adjusting items as an audit risk, we did not consider it a key audit matter in the current year.

Ovur key audit matter in relation to inventory in the current year is in respect of the risk of voluation. In the prior year our inventory key
audit matter focussed on the provision for excess and obsolete inventory in the IMI Critical Engineering and IMI Precision Engineering
divisions. The broader scope in the current year in reflects the increase in the carrying value of inventory to £416.3 million (FY21:
£335.2 million).

Materiality The materiality that we used for the Group financial statements was £15.0 million (2021: £13.0 million) which was determined on the
basis of 5% of forecast pre-tax profit adjusted for restructuring costs.

Scoping Full scope qudit work was performed on 3 (2021: B) reporting components, and audits of specified balances und specified oudit
procedures were undertaken on a further 45 (2021: 39) reporting components. These in-scope cemponents account for 70% (2021:
73%) of Group revenue. Certain components are loss making, including those which are sclely cost centres. When considering the
absolute value of each component's profit or loss for the pericd, the in-scope companents accounted for 76% (2021: 77%}) of total
pre-tax absolute results.

4. Conclusions relating to going concern

In auditing 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 company's ability to continue to adopt the going concern baosis of accounting included:

- obtaining an understanding of the Group's financing facifities including the nature of facilities, repayment terms, covenants and expected renewal of
financing arrangements;

» challenging the assumptions used in the Board approved forecasts by reference to historical performance and other supporting evidence such as market data;

= recalculating the amount of headroom in the forecasts (in liquidity terms and against the relevant covenant limits);

+ assessing the appropriateness of the sensitivity analysis and reverse stress tests performed by management; and

« assessing the approprioteness of the disclosures made by management.

Based on the work we have perfarmed, we have not identified any material uncertainties relating to events or conditiens 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 peried of at least twelve months from when the financial statements
are auvthorised 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 draw attention to in relation to the
directors’ statement in the financial statements about whether the directors considered it appropriate to adopt the going concern basis of accounting.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this report.
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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 peried 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 audit; and directing the efforts of the engagement 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
opinion on these matters.

5.1. Overstatement of revenue through inappropriate cut-off in the IMI Critical Engineering division

Key audit matter The Group recognised revenue of £2,049 million (FY21: £1,866 million), principally through the provision of goods and services accounted for
description under IFRS 15, as described in the Audit Committee Report and Note 2c te the financial statements.

We have performed a risk assessment of the Group's revenue streams to understand the revenue cycles across each business. We identified
a key audit matter in relation to the risk, due to either fraud or error, of inappropriate cut-off of revenue in the IMI Criticol Engineering
division (see Note 4} owing to the fact that more revenue is generated in December os compared to other months in the year.

How the scope of our  We have performed the following procedures to address this key audit matter:

audit responded to ) | " .
the key audit mutter + obtained an understanding of the relevant controls over revenue, and controls that specifically address the cut-off risk;
+ assessed the level of credit notes and statutory adjustments raised post year-end (both in FY22 and FY23 to date) to look for evidence of
significant reversals of revenue in the subsequent perfod; and
: tested a sample of transactions around the year end to assess whether revenue was being recognised in the correct period.
Key observations We consider the year-end cut-off of revenue recognised in the IMI Critical Engineering division is oppropriate.

5.2. Inventory valuation

Key audit matter The Group's inventory balance as at 31 December 2022 was £416.3 million (FY21: £335.2 million). As described in the Financial Review on
description poge 35 the Group has increased inventeries to maintain service levels to customers in light of supply chain challenges. Inventory valvation is
considered a significant accounting matter by the Audit Committee on poge 116.

As such, we have identified a key audit matter to focus on the inventory valuation risk, including: consideration of the provision for excess or
obsolete (EXQO) inventory; judgements relating to the manufacturing costs of inventory and overhead absorption; and physical verification
of inventory.

As disclosed in Note 15, the provision for EXQ inventory as at 31 December 2022 was £52.5 million (FY21: £46.2 miliion). The Group's
provision policy for E&Q inventory is determined by considering expected usoge levels of inventory, based on historical sales, as well as
forward looking judgements such as forecast sales associated with new products. Where local management judgement is applied, Group
level review and approval is required.

Judgement is applied to the cost of inventories, in order to accurately reflect the manufacturing costs incurred in bringing them to their
current condition and location. The manufacturing cost primarily relate to the assesstment of direct labour costs incurred, manufacturing
overheods to be absorbed ond other relevant production costs.

How the scopeof our  We hove performed the following procedures to address this key oudit matter:
audit responded to

the key audit matter + obtained an understanding of the relevant controls relating to the E&O provision;

- challenged the assumptions underpinning the judgements applied in determining the E&O provision, and assessed whether the policy
is being opplied consistently across the Group;

+ challenged the key assumptions concerning overhead absorption by assessing the appropriateness of absorbed costs against the
requirements of |AS 2; and

+ attended physical inventory counts ot 24 locations to test, on a sample basis, the existence of inventory and assess for any indicators
of impairment.

Key observations Based on our procedures performed, we are satisfied that the carrying value of inventary as at 31 December 2022 is appropriote.
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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 econemic decisions of a reasonably knowledgeabie
person would be changed or influenced. We use materiality both in planning the scope of our audit werk and in evaluating the results of our work.

Based on our professional judgernent, we determined materiality for the financial statements as a whole as follows:

Group financial statements Parent company financial statements
Materiality £15.0 million {2021: £13.0 miltion) £10.6 million (2021: £10.9 million)
Basis for determining 5% of forecast pre-tax profit adjusted for restructuring costs 2% of net assets (2021: same}.
materiality (2021: same).
Rationale for the Profit before tax is a key metric for users of the financial The parent company does hot gehetate external sdles therefore we
benchmark applied statements and reflects the way business performance is reported hove determined net assets to be the oppropricte basis.

ond assessed by external users of the financial statements.

The Group has incurred significant restructuring costs as an
adjusting item therefore we believe it is appropriate to adjust for
these costs in determining an appropriate level of materiality.

PBT adjusted for restructuring costs
IE Group materiality

Group materiality £15m

PBT adjusted for o

restructuring costs £311m Compenent materiolity range
£3mto £9m

Audit Committee reporting

threshold £0.50m

6.2. Performance materiality

We set performance materiality ot a level lower than materiality to reduce the probability that, in aggregate, uncorrected and undetected misstatements exceed the
materiality for the financial statements as a whole.

Grovp financial statements Parent compony financial statements
Performance 70% (2021 70%) of Group materiality 70% (2021: 70%) of parent company materiality
materiality
Basis and rationale In determining performance materiality for the Group and parent company, we considered the following factors:
for determining h Lervi inol he G )
performance » the control environment in place across the Group;
materiality « the |evel of oversight at beth a Group and divisional level over the local entity financial reporting processes;

» the low level of corrected and uncorrected misstatements identified in the prior year audit; and

- the stability and experience of key management personnel in senior reles at Group and divisienal levels.

6.3. Error reporting threshold

We agreed with the Audit Committee that we would report to the Committee all cudit differences in excess of £500,000 (2021: £260,000), as well us differences below
thot threshold that, in our view, warranted reporting on qualitative grounds. We also report to the Audit Committee on disclosure matters that we identified when
ossessing 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 operates in over 50 locations acress the world. Our Group audit was scoped by obtaining an understanding of the Group and its environment, including
Group-wide controls, and assessing the risks of material misstatement at the Group and component level,

Based on that ossessment, we focused our Group audit scope across all three divisions: IMI Critical Engineering, IMI Precision Engineering and IMI Hydrenic Engineering.

These three divisions comprise of many individual reporting components, which represent the lowest level at which management prepares financial information that
is included in the Financial Statements. The parent company is located in the UK and is audited directly by the Group audit team,

We have considered reporting components based on their contribution to Group revenue and profit, as well as qualitative considerations such as results of recent interncl
audit reviews undertaken by the Group Assurance function, and an understanding of any recent or projected restructuring or relocation activities in specific locations.

Full scope audit work was completed on 3 (2022 B) compoenents and audits of specified balances or specified audit procedures were undertaken at a further 45 (2022: 39)
components. Each reporting component in scope was subject to an audit materiality level between £3 million (2022: £2rmillion) and £9 million (2022: £6 million).

These in-scope compenents account for 70% (2021: 73%) of Group revenue. Certain components are loss making, including those which are salely cost centres. When
considering the absolute value of each compeonent's profit or loss for the period, the in-scope components accounted for 76% (2021: 77%) of total pre-tax absolute
results. 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.

Revenue Pre-tax absclute results

3%
Full audit scope

7%

30% Review at Group level )
Full oudit scope

24% Review at Group level

&63% 73%
Specified audit procedures Specified audit procedures

7.2. Our consideration of the control environment

The Group uses a humber of different IT systems across the reporting components and we worked with our IT specialists to obtain an understanding of the general IT
controls for relevant systems. Following this, we focused our testing on the three core financial IT systems that underpin the three divisions and which the majority of
entities either utilise or plan to migrote toin the future.

Qur approach was principally designed to inform our risk assessment and, as such, we obtained an understanding of relevant IT controls and tested the operating
effectiveness of general [T controls across the three core systems. During the year management remediated control deficiencies identified in the prior year.

In regard to the unauthorised access to the [T systems reported in the Strategic report on page 90, we evaluated the significance of the breach and the impact on
our audit approach.

Given the disoggregeoted nature of the Group, we continue to adopt a largely substantive oudit approach.
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7.3. Our consideration of climate-related risks
In planning cur audit, we have considered the potential impact of climate change on the Group's business and its financia| statements.

As noted on page 88 the Group has assessed the risk and opportunities relevant to climate change and whilst the Group has not identified a separate principal risk
in relation to the potential risk of climate change, it is incorporated into several existing principal risks.

We have cbtained management's climate-reloted risk assessment and held discussions with those charged with governance to understand the process of identifying
climate-related risks, the determination of mitigating actions and the impact on the Group's financial statements. Whilst the directors have acknowledged the risks
pnsed hy rlimate change, they have azsessed that climate change does nwl 1epresent a key source of estimation uncertainty in the tinancial statements as at 31
December 2022,

We performed our own gualitative risk assessment of the potential impact of climate change en the Group’s account balances and closses of transactions and did
not identify any additional risks of material misstatement. Qur procedures included reading disclosures included in the Strategic Report to consider whether they
are materially consistent with the financial statements and our knowledge obtained in the audit.

7.4. Working with other auditors

The audit work on all components was performed by Deloitte member firms. The component work was performed under the direction and supervision of the Group
audit team.

The extent of our invelvement which commenced from the planning phase included:
« setting the scope of the work to be performed by the component auditors and assessment of their independence;

- designing the audit procedures for all significent risks to be addressed by the component auditors and issuing Group audit instructions detailing the nature and form
of the reporting required by the Greup engagement team;

« hosting a webinar for all component auditors at the planning stage of the audit to highlight key aspects of the audit instructions and expectations of the Group
audit team;

- providing direction on instructions specific to individual components during visits by senier members of the Group audit team to 10 sites during the year;
« providing direction on enquiries made by the component auditors through online and telephone conversations;
« attendance at audit planning and close calls at components selected through a risk-based approach; and

- a risk-based approach to the review of specific component auditors' engagement files by senior members of the Group engogement team.
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8. Other information

The other information comprises the information included in the ennual report other than the financial statements and our auditor’s report thereon. The directors are
responsible for the other information contained within the annual report.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any
form of assurance conclusion therean.

Qur responsibility is to read the other information ¢nd, in deing 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 matericlly misstated.

if we identify such material inconsistencies or apparent material misstatements, we are required to determine whether this givas rise to o material rmisstatement in the
financiat statements themselves. If, based on the work we have perfermed, we conclude that there is a material misstatement of this other infermation, 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
thot they give o true ond fair view, ond for such internal control as the directors determine is necessary to enable the preporation of financiol stotements thot 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 a going concern, disclosing
as applicable, matters related to going concern and using the going cancern 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 gudit of the financial statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole ore free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
occordance with 1SAs (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 token on the bosis of these finoncio) statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at: www.fre.org.uk/auditorsresponsibilities, This
description forms part of our auditor's repert.
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11. Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws ond regulations. We design procedures in line with our responsibilities, outlined above,

to detect material misstatements in respect of irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud
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 end non-compliance with laws and regulations, we considered
the following:

» the nature of the industry anhd sector, control environment and business performance including the design of the Group's remuneratian policies, key drivers for directors’
remuneration, bonus levels and performance targets;

- results of our enquiries of management, Group Assurance, and the Audit Committee about their own identification and assessment of the risks of irregularities;
« any matters we identified, having obtained and reviewed the Group's documentation of their policies and procedures relating to:

- identifying, evoluating end complying with laws and regulations and whether they were aware of any instances of non-comgpliance;

- 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 fravd or non-compliance with laws and regulations.

+ the matters discussed among the audit engagement team including significant component audit teams ond relevant internal specialists, including tax, valuations,
pensions, and IT specialists regarding how and where fraud might eccur in the financial statements and any petential indicators of fraud.

As aresult of these procedures, we considered the opportunities and incentives that mey exist within the organisation for fraud and identified the greatest potential
for fraud in the following areas: overstatement of revenue through inappropriate cut-off in the IMI Critical Engineering division and classification of adjusting items.
In common with all audits under ISAs {UK), we are also required to perform specific procedures to respond to the risk of manogement override.

We also obtained an understanding of the legal and reguiatory frameworks that the Group operates in, focusing on provisions of those lows and regulations that had
a direct effect on the determination of material amounts and disciesures in the financial statements, The key laws and regulations we considered in this context included
the UK Companies Act, the Listing Rules in the UK, pensions legislation and tax legislation in ell relevant jurisdictions where the Group operates.

In addition, we considered pravisions of other laws and regutations that do not have a direct effect on the financial statements but compliance with which may be
fundamental to the Group's ability to operate or to avoid a material penalty.

11.2. Audit response to tisks identified

As a result of performing the gbove, we identified overstatement of revenue through inappropriate cut-off in the IMI Critical Engineering division as a key audit matter
related to the potential risk of fraud. The key audit matters sectien of our report explains the matter in more detail and also describes the specific procedures we
performed in response to the key audit matter.

In addition to the above, our procedures to respond to the risks identified included the following:

» reviewing the financial statement disclosures and testing to supporting documentation to assess compliance with provisions of relevant laws and regulations
described as having o direct effect on the financial statements;

« enquiring of management, the audit committee and in-house legal counse! concerning actural and potential litigation and claims;
» performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material misstatement due to fraud;
- reading minutes of meetings of those charged with governance, reviewing internal oudit reperts and reviewing correspondence with HMRC;

- in addressing the risk of incarrect classification of adjusting items, reviewing the Group's policy for adjusting items, assessing the nature and quantum of the items
identified, and evaiuating the appropriateness of the classification against the Group's policy; and

- in addressing the risk of fraud through management override of controls, testing the appropriateness of journal entries and other adjustments; ossessing whether the
judgements made in making accounting estimates are indicative of a potential bias; and evaluating the business rationale of any significant transactions that
are unusual or outside the normal course of business.

We also communicated relevant identified luws and regulations and potential fraud risks to all engogement team members including component audit teams and
internal specialists, and 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 opinion the part of the directors’ remuneration report to be qudited has been properly prepared in accordance with the Companies Act 2006.
In cur opinion, based on the work undertaken in the course of the audit:

+ the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial statements are prepared is consistent with the
finoncial staterments; 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 misstotements 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, langer-term viability and that part of the Corporate Governance Staterment
relating to the Group's compliance with the provisions of the UK Corporate Governance Code specified for our review.

Based on the work undertaken das part of our audit, we have concluded that each of the following elements of the Corporate Governence 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 uncertainties identified set out
onh page 95;

. the directors’ explanation as to its assessment of the Group’s prospects, the period this assessment covers and why the period is appropriate set out on page 94;
« the directors' statement on fair, balanced and understandable set out oh page 149;

« the Board's confirmation that it has carried out a robust assessment of the emerging and principal risks set out on page 88;

. the section of the Annual Report that describes the review of effectiveness of risk management and internal centrol systems set out on page Bé; and

- the section describing the work of the Audit Committee set out on page 114.

14. Matters on which we are required to report by exception

14,1, Adequacy of explanations received and accounting records

Under the Companies Act 2006 we are required to report to you if, in pur opinion:

« we hove not received all the informotion and explonations we require for our gudit; or

- adequate accounting records have not been kept by the parent company, or returns adequate for our qudit have not been received from branches not visited by us; or

+ the parent company financial staterments 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 have not been made or the part of the
directors’' remuneration report to be audited is not in agreement with the accounting records and returns.

We have nothing to report in respect of these matters.
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15. Other matters which we are required to address

15.1. Auditor tenure

Following the recommendation of the Audit Committee, we were appointed by the Board of Directors at the Annual General Meeting on 6 May 2021 to audit the
financial statements for the year ended 31 December 2021 and subsequent financial periods. The period of total uninterrupted engagement including previcus
renewals and reappointments of the firm is two years, covering the year ended 31 Decemnber 2022.

15.2. Consistency of the audit report with the additional report to the Audit Committee

Our audit opinien is consistent with the additional report to the Audit Cormmittee we are required to provide in accordance with 1SAs (UK).

16. Use of our report

This report is made solely te the company’s members, as a body, in accordance with Chapter 3 of Part 14 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 on auditor’s report and fer no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility 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 Guidance and Tronsparency Rule (DTR) 4.1.14R, these financial statements form part of the European
Single Electronic Format (ESEF) prepared Annual Financial Report filed on the Natienal 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 electronic
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
3 March 2023
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Adjusting Adjusting
Adjusted tems Statutory Adjusted items Statutory
(Note 3) {Note 3)

Notes £m Em £m £m £m £m

Revenue 4 2,049 2,049 1,866 1866
Cost of sales (1,110.9) (12)  (Q112.1)] (L0043) ©3)  (1,004.6)

Gross profit 9381 (1.2) 935.9 861.7 (0.3} 861.4
Net operating costs 5 (574.3) {(64.4) (638.7) {543.6) (67.3) (610.9})

Operating profit 363.8 {65.6) 298.2 3181 (67.6) 250.5

Financial income 8 4.6 4.6 2.4 2.4
Financial expense 8 {23.8) (23.8) {14.5) {14.5}

Gains on instruments measured at fair value through profit or loss (Note 1) 4.9 4.9 5.2 5.2

Net financial income relating to defined benefit pension schemes 14 15 1.5 10 1.0
Net financial {expense)/income (17.7) 4.9 (12.8) (11D 52 5.9

Profit before tax 3461 {60.7) 285.4 307.0 (62.4) 2446
Taxation @ 737 14.5 (59.1} {61.4) 131 {48.3)

Profit after tax 2724 (46.1) 226.3 245.6 (49.3) 1963

Earnings per share 7
Basi¢ - from profit for the year B87.6p 73.5p
Diluted - from profit for the year 87.2p 73.2p

All activities relate to continuving operations and are alt attributable to the owners of the Compony.
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Consolidated statement of comprehensive income

For the year ended 31 December 2022

2022 2021
Notes £m £m £m £m
Profit for the year 226.3 196.3
Items that will not subsequently be reclassified to profit ond loss
Re-measurement (foss)/gain on defined benefit plans 14 (82.7) 70.9
Related taxation effect g 20.4 {18.4)
Effect of taxation rate change on previously recognised items g - 158
(62.3) 68.3
Items that may be reclassified to profit and loss
(Loss)/gain arising on hedging instruments designated in hedges of the
net assets in foreign operation 17 7.5 20.0
Gain/(loss) on exchange differences on translation of foreign operations net of funding revaluations 40.9 (33.8)
Gain on exchange differences reclassified to income statement on disposal of operations 0.6 0.1
Related tax (charge)/credit on items that may subsequently be reclassified to profit and loss 9 (0.3) 12
33.7 {12.5)
QOther comprehensive (loss)/income for the year, net of taxation (28.6) 55.8
Total comprehensive income for the year, net of taxation 197.7 252.1
Attributable to:
Equity holders of the parent 197.7 2521
Consolidated statement of changes in equity
For the year ended 31 December 2022
Share Capital Translation
Shore premium  redemption reserve Retained Totul
capital aceount. reserve @arnings equity
Notes £m £m £m £m £m £m
As at 1 January 2021 818 14.3 174.4 226 506.4 799.5
Profit for the year 196.3 196.3
Other comprehensive (expense)/income excluding related taxation effect (13.7) 70.9 57.2
Related taxation effect 12 (2.6) (1.4)
Total comprehensive (expense)/income (12.5) 264.6 2521
|zsue of share capital 22 - 0.9 0.9
Dividends paid 10 (61.8) {61.8)
Share-based payments {net of tax) b 150 150
Cancellation of Treasury shares 22 (3.2) 32 -
Shares acquired for:
empioyee share scheme trust (26.6) (26.6)
share buyback programme (200.0) (200.0)
As at 31 December 2021 78.6 152 177.6 10.1 497.6 779.1
Changes in equity in 2022
Profit for the year 226.3 226.3
Other comprehensive income/(expense) excluding related taxation effect 34.0 (82.7) (48.7)
Related taxation effect (0.3} 20.4 20.1
Total comprehensive income 33.7 164.0 197.7
Issue of share copital 22 - 1.2 1.2
Dividends paid 10 62.2) (62.2)
Share-based payments (net of tax) 6 9.8 9.8
Shares acquired for:
employee share scherne trust (20.0) (20.0)
As at 31 December 2022 78.6 16.4 1772.6 43.8 589.2 905.6
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Consolidated balance sheet
At 31 December 2022

Zﬂﬂ 2021
MNotes £m £m
Assets

Goodwill 11 733.7 533.6
Other intangible assets 11 270.5 2345
Property, plant and equipment 12 299.2 2677
Right of use assets 13 107.0 915
Ermnployee benefit assets 14 285 129.0
Deferred tax assets 14 24.5 397
Other receivables 2.6 19
Total non-current assets 1,465.0 1,297.9
Inventories 15 416.3 335.2
Trade and other receivables 16 4849 4140
Derivative financial assets 17 15.7 10.0
Current tax 2.0 14,2
Investments 17 20 29
Cash and cash equivalents 19 13ﬂ‘ 94.6
Totalcurrent assets 1,053.9 8709
Total assets 2,519.9 2,1688
Liabilities

Trade and other payables 21 (437.7) (4004}
Bank overdraft 19 (93.8} (65.5)
Interest-bearing loans and berrowings 19 €150.1) (127.7)
Lease liabilities 13 (25.8) (23.9)
Provisions 20 27.2) (38.1)
Current tax {70.1) (66.0}
Derivative financial ligbilities 17 (13.8) (6.3)
Total current liabilities (818.5) (7279
Interest-bearing leans and borrowings 19 {595.4) (430.3)
Lease liabilities 13 79.9) (70.0)
Employee benefit obligations 14 (47.4) (66.5)
Provisians 20 (15.3) {183}
Deferred tox liabilities 9 (47.9) {70.2)
Other payables 21 (9.9) {6.5)
Total non-current ligbilities (795.8) (661.8)
Total liabilities (1,614.3)| (1,389.7)
Net assets 205.6 779.1
Share capital 22 78.6 78.6
Share premium 16.4 15.2
Other reserves 221.4 187.7
Retained earnings 589.2 £97.6
Total equity 905.6 7791

Approved by the Board of Directors on 2 March 2023 and signed on its behalf by:

Lord Smith of Kelvin
Chair
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Consolidated statement of cash flows

For the year ended 31 December 2022

2022 2021
Notes £Em £m
Cash flows from operating activities
Operating profit for the year 298.2 250.5
Adjustments for:
Depreciation and amortisation 11,12,13 122.2 995
(Reversal of impairment}/impairment of property, plant and equipment and intangible assets 11,12,13 {1.6) 55
Less on disposal of subsidiaries 24 4.8 38
Loss/(profit) on sale of property, plant and equipment 12 1.7 (1.3)
Equity-settied share-based payment expense é 11.7 12.0
Increase in inventories 15 (47.6) (37.3)
Increase in trade and other receivables 14 {38.8) {44.0)
Increase in trade and other payables 21 13 30.7
Decrease in provisions (Note 1) 20 {16.0) (1.2)
Increase in employee benefits (Note 1) 14 2.2 3.0
Settlement of transactional derivatives 17 (2.3) 59
Cash generated from operations 335.8 327.1
Income taxes paid 9 {468.6) (50.9)
Cash generated from operations ofter tax 287.2 2762
Additional pension scheme funding 14 £3.5) (7.0)
Net cash from operating activities 283.7 269.2
Cash flows from investing activities
Interest received 8 4.6 2.4
Proceeds from sale of property, plant and equipment 12 29 4.6
Settiement of effective net investrment hedge derivatives 17 (6.3) 20.5
Acquisitions of subsidiaries net of cash 23 (201.2) {202.1)
Acquisition of property, plant and equipment and non-acquired intangibles 11,12 (71.3) {57.5)
Proceeds from disposol of subsidiaries net of cash 24 (2.1) 0.1
Net cash from investing activities (273.4) 232.0)
LCash flows from financing activities
Interest paid 8 {23.8) (14.5)
Proceeds from shares issued from employee share scheme trust (Note 1) 22 - 3.4
Shares acquired for employee share scheme trust (Note 1) 22 (20.0) (30.0)
Share buyback pragramme including acquisition expenses 22 - (200.0)
Proceeds from the issue of share capital for employee share schemes 22 1.2 10
Drawdown of borrowings 19 259.1 208.0
Repayment of borrowings 19 (x21.3) -
Principal elements of lease payments 13 (32.3) (30.0)
Dividends paid to equity shareholders 10 (62.2) {61.8)
Net cash from financing activities 0.7 (1239
Net increase/{decrease) in cash and cash equivalents 19 11.0 (86.7)
Cash and cash equivalents ot the start of the year 19 29.1 134.4
Effect of exchange rate fluctuations 0.9) (18.6}
Cash and cash equivalents at the end of the yeor 39.2 29.1
Reconciliation of cash and cash equivalents
Cash and cash equivalents 133.0 P46
Bank overdraft (93.8) (65.5)
Cash and cash equivalents at the end of the period 39.2 29.1

Notes to the cash flow appear in Note 19,
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Notes to the consolidated financial statements

1. Basis of preparation

Introduction

IM{ ple (the "Company') is a company incorporated and domiciled in the United
Kingdem. The consclidated financial statements of the Company comprise

the Compony and its subsidiaries (together referred to os the ‘Group'). The
Compaony financial statements present information about the Company as

d separate entity and not about the Group. The consolidated financial
statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the UK. The Company financial
statements have been prepared in accordance with International Accounting
Standards (IAS) in conformity with the requirements of the Companies Act 2006
as applied in accordance with section 408 of the Companies Act 2006 and these
are presented on pages 224 ond 225. The financial statements were approved by
the Board of Directors on 2 March 2023.

Basis of accounting

The financial statements are presented in Pounds Sterling {which is the Company's
functional currency), rounded to the necrest 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
ligkilities acquired through business combinations, which are stated at fair value
and retirement benefits. Nen-current assets and liabilities held for sole 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 stotements
have been applied censistently throughout the Group for the purposes of these
consolidated financicl statements.

(i) New or amended UK Endorsed Accounting Standards
adopted by the Group during 2022

Noted below are the amended and new International Financial Reparting
Standards which became effective for the Greup as of 1 January 2022, none of
which have a material impact on the financial staterents:

- Amendments to IAS 16: Property, Plont and Equipment — proceeds before
intended use

- Annuat Improvements to IFRS Standards 2018-2020 (May 2020)
+ Amendments to IFRS 3 {May 2020): Reference to the Conceptual Framework

» Amendments to 1AS 37 (May 2020): Onerous Contracts - costs of fulfilling a
contract

(ii) New accounting standards in issue but not yet effective

New standards and interpretations that are in issue but not yet effective are
listed below:

« Amendrnents to IFRS 16: Covid-19 related rent concessions beyond 30
June 2021

- Amendments to IFRS 17: Insurance contracts

» Amendments te |AS 1: Clossification of liabilities as current or non-current

- Amendments te IAS 1: Clossification of liabilities as current or non-current -
deferral of effective date

« Amendments to IFRS 4: Extension of the temporary exemption from
applying IFRS 9

« Amendments to IAS 1 and IFRS practice statement 2: Disclosure of
accounting policies

« Amendments to IAS 12: Deferred tax related to assets and liabilities arising from
a single transaction

« Amendments ta IAS 8; Definition of accounting estimates

» Amendments to IFRS 17: Initial application of IFRS 17 and IFRS 9 —
Comparative Infermation

« Amendments to [FRS 16: Lease liability in a sale and leaseback

The odoption of the above standards and interpretations is not expected to lead
to any changes to the Group's accounting policies or have any other material
impact on the financial position or performance of the Group.
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Going concern

Accounting standards require that directors satisfy themselves thot it is reasonable
for them to conclude whether it is oppropriate to prepare financial statements

on & going concern basis. The Group's business activities, together with the factors
likely te affect its business development, performance and position are set out

in the Strategic Report. Principal risks are detailed on pages 88 to 93. The financial
position of the Group, its cash flows, liquidity position and borrewing facilities

are described in these financial statements. In addition, Note 18 includes the
Group's objectives, policies and processes for managing its capital; its financial

risk manegement objectives; details of its finencial instruments and hedging
activities; and its expesures to credit risk and liquidity risk. Note 14 to the financial
staterments addresses the management of the funding risks of the Group's employee
benefit obligations.

After making enquiries, the directors have d reasonable expectation that the
Company and the Group have adequate resources to continue in operatienal
existence for the foreseeable future and for o period of ot east twelve months
following the approval of the Annual Report & Accounts. Accordingly, they continue
to adopt the going concern basis in preparing the financial statements.

The directors have considered the current macroeconomic conditions, The Group
is well diversified and maintains a balanced portfolio operating acress a range of
markets, sectors and geographies with no single dependency. Perfermance in each
of IMI's three divisions has been robust during the year.

Across the Group, supply chain disruptions have been well managed and alternative
suppliers or contingency stocks have addressed the few instances of part shortages.

During this pericd of uncertainty, the Group continues to maintain d robust financial
position, At 31 December 2022, the group had cash and cash equivalents of £39.2m
and undrawn committed facilities of £200m in the form of Revolving Credit Facilities
(RCF), of which £110m is due for renewal in 2023 (E50m already renewed in
February 2023}, £84min 2024 and £6m in 2025. Forecasts indicate that 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 (poge 94) and reviewed
detailed cash flow forecasts for a period of at least twelve months following the
date of approval of the Annual Report & Accounts. After applying a reverse stress
test on the Group's banking covenants and making comparisons to the detailed
forecasts, the directers have a reasonable expectation that the financial
headroom will not be exhausted during this periced.

Covenant compliance reviews are undertaken to ensure that the Group remains fully
within the covenant limits. Funding covenants currently require EBITDA o be no less
than 4.0 times interest and net debt to be no more than 3.0 times EBITDA. Those
covenant ratios, at 31 December 2022, were 23.8 times and 1.8 times, respectively.

Areverse stress test shows that for there to be a breach of covenants during the
twelve-menth period following the approval of the Annual Report & Accounts,
forecast revenue would need to fall by 23% and forecast EBITDA by 39% after
taking inte account the mitigating actions that would be undertaken in these
circumstances, The mitigating actions include, but are not limited to, reducing
working capital, restricting capital expenditure, reducing overheod spend and
employee costs, cutting or suspending dividend payments to shareholders.

Re-presentations

The following re-presentations have been included in the following financial
statements in the current year and as a result, 2021 comparatives have been
re-presented accordingly:

Consolidated income statement

‘Net financial income/{expense) relating to financial instruments' which was
previously recorded within ‘Financialincome’ or ‘Financial expense' is now disclosed
as 'Gains/{losses) on instruments measured at fair value through profit or loss’
Prior year comparatives have been re-presented.

Consolidated statement of cash flows

The ‘Increase/(decrease} in provisions and employee benefits’ within 'Cash flows
from operating activities’ are now disclosed separately as 'Increase/(decrease) in
provisions' ond 'Increase/(decrease) in employee benefits' Prior year comparatives
hove been re-presented.

The 'Proceeds/(expenditure) for shares acquired for employee share schermne trust’
within ‘Cash flows from financing activities' is now split into ‘Proceeds from shares
issued from employee share scheme trust’ and 'Shares acquired for employee share
scheme trust’ Prior year comparatives have been re-presented.
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2. Significant accounting policies

Where appropriate, the significant accounting policies ure presented in the note to which it applies to aid the reader's understanding of their application. Set out below

are the significant accounting policies which do not have a specific note.

A. Subsidiaries

The Group financial statements consolidate the financial statements of IMI plc
and the entities it controls (its subsidiaries) for the year to 31 Decernber 2022,

The Group has no significant interests which are accounted for as associates or
joint ventures.

Subsidigries are consolidated from the date of their acquisition, being the date on
which the Group cbtains control, and continue to be consolidated until the date

that such control ceases. Control comprises the power to govern the financial and
operating policies of the investee so as to obtain benefit from its octivities 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 subsidiories used in the preparation of the consclidated financial
statements are prepared for the same reporting year as the parent compaony 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 loss of control,

is accounted for as an equity transaction. If the Group loses control over a

subsidiary, it:

- derecognises the assets (including any goodwill relating to the subsidiary} and
liabilities of the subsidiary;

« derecognises the carrying amount of any non-controlling interest;

« derecognises the cumulative trenslation differences recorded in equity;
- recognises the fair value of the consideration received;

« recognises the fair value of any investrment retained;

+ recognises any surplus or deficit in profit or loss; and

- reclassifies the parent's share of compenents previously recognised in other
comprehensive income to profit or loss or retained earnings, as appropriate.

Taxation on the abeve acceunting entries would also be recognised,
where applicable.

B. Use of critical judgements and key sources of
estimation uncertainty

The preparation of financial statements requires management to make
judgements, estimates and assumptions that affect the opplication of accounting
policies and the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimetes.

i. Critical judgernents

The critical judgements are the selection of the Alternative Performance Measures
and lecse term determination disclosed in Notes 3 and 13 respectively.

ii. Key sources of estimation uncertainty

The Group bases its assumptions and estimates on information availakle

when the consolidated financial statements are prepared. Market changes

or circumstances arising beyond the contro! of the Group are reflected in the
assumptions and estimates when they occur. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future
periods affected. The key assumptions concerning the future, and other key
sources of estimation uncertainty ot the reporting period that may have a
significant risk of causing @ material adjustment to the corrying amounts of
assets and licbilities within the next financial year, 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 uncertointy presented in the 2021 Annual Report & Accounts and
concluded that, in the current year, no changes are reguired in the consideration
of what constitutes key judgements and estimates.

C. Revenue recognition

Revenue is recognised when obligatiens vnder the terms of a contract with our
customer are setisfied. 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, valve and other contracts into which
the Group enters means that:

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

« the service element of the contract is usually insignificant in relation to the total
contract value and is often provided on o 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 revenve is
recognised on a sale of goods basis. Each of the divisional revenue streams

set out in Note 4 can consist of the sale of goods, the provision of services or

a combination of the tweo, 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 probakle or there are significant uncertointies 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 promotions offered to our custormers and

their custormers, The level of estimation uncertainty associated with variable
consideration is minimal, as discounts and rebates are accounted for at the peint
of sale and odjusted os required at each financial year end.

The timing of the transfer of control to our customer varies depending on the
nature of the products sold and the individual terms of the contract of sale. Sales
made under internationally accepted trade terms, Incoterms 2020, are recognised
as revenue when the Group has completed the primary duties required to transfer
control as defined by the International Chamber of Cormmerce Official Rules

for the Interpretation of Trade Terms. Sales made outside incoterms 2020 are
generolly recognised on delivery to the customer. In limited instances, o custormer
may request that the Group retains physical possession of an asset for a period
after control has been transferred to the customer. In these circumstances, the
Group provides this storage as o service to the customer and therefore revenue

is recognised prior to delivery of the asset.
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ii. Rendering of services

Servicing relates to repairs ond 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 recognised when
the service is complete,

Where this is not the case, revenue from services rendered is recognised in
proportion to the stage of completion of the service at the balance sheet date.

The stage of completion is assessed by reference te the contractual performance
obligations with each separate customer and the costs incurred on the contract
to date in comparison to the total forecast costs of the contract. Revenue
recognition commences only when the outcome of the contract can be reliably
measured. Installation fees are similarly recognised by reference to the stage of
completion on the installotion unless they are incidental to the sale of the goods,
in which case they are recognised when the geeds are sold.

iii. Combined services and goods

When a transaction combines a supply of goods with the provision of a significant
service, distinct performance obligations ore identified and recognised in line with
the applicable policy. Revenue fram a service that is incidental to the supply of
goods is recognised at the some time s 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 ruiing at the balance sheet date.
Foreign exchange differences arising on transiating transactions at the exchange
rote ruling on the transaction date are reflected in the income statement. Non-
monetary assets and liobilities that are measured at historical cost in a foreign
currency are translated using the exchange rates ot the date of the transaction.
Nor-maonetary assets and liabilities denominated in fereign currencies that are
stated at fair value are translated into sterling at foreign exchange rates ruling
at the bulance sheet dote.

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 taken directly to reserves.

The assets and liabilities of foreign operations, including goodwill and fair value
odjustments arising on acquisition, are transkated at foreign exchange rates ruling
ot the balance sheet date.

Foreign exchange differences arising oh retranslation are recognised directly
as o separate component of equity. Since 1 Junuary 2004, the Group's date
of transition to IFRS, such differences have been recognised in the transiation
reserve. When a foreign operation is disposed of, in part or in full, the relevant
amount in the translation reserve is transferred to profit or loss.

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 a hedge
{see below). Subsequent measurement depends on the designation

of the instrument, which follows the categeries in IFRS 9:

« short-term borrowings and overdrafts are classified as financial liabilities ot
omortised cost;

« derivatives, comprising interest rate swaps, foreign exchange contracts and
options, metals futures contracts and any embedded derivatives, are classified
us ‘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 ta initial recognition, changes in foir value of such derivatives
ond gains or losses on their settlement are recognised in net financial income
or expense;

+ long-term loons and other interest bearing borrowings are generally held at
amortised cost using the effective interest rate method. Where the long-term
loan is hedged, generally by an interest rate swap, and the hedge is regarded as
effective, the carrying value of the long-term loan is adjusted for changes in fair
value of the hedge;

- trade receivables are stated at cost as reduced by appropriate impairment
allowances for expected irrecoverable amounts;

« trade payables are stated at cost;

« financial assets and liabilities are recognised on the balonce sheet only when the
Group becomes o party to the contractual provisions of the instrument; and

+ fair value through other comprehensive incorme (FVTOCI) financial instruments
are carried at fair value with gains and losses being recognised in equity, and
represent investments.

i. Derecognition of financial instruments

The Group derecognises a financial asset oniy when the contractual rights fo

the cash flows from the asset expire, or when it transfers the financiaol asset and
substantially all the risks and rewards of ownership of the asset to another entity.
if the Group neither transfers nor retains substantially all of the risks and rewards
of ownership and continues to control the transferred asset, the Group recognises
its retained interest in the asset and an associated liability for amounts it

ray have to pay. If the Group retains substantially all the risks and rewards

of ownership of a traonsferred financiol asset, the Group continues to

recognise the financial asset and alse recognises a collateralised borrowing

for the proceeds received.

On derecognition of a financial osset 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 toss. In addition, on derecognition of an
investment in a debt instrument classified as FVTOCI, the cumulative gain or
loss previously accumuloted in the investments revaluation reserve is reclassified
to profit or loss. In contrast, on derecognition of an investment in an equity
instrument which the Greup hus elected on initial recognition to measure at
FVTOCI, 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.

The Group derecognises finoncial liabilities when, and only when, the Group's
obligations are discharged, cancelled or have expired. The difference between the
carrying amount of the financiol liability derecognised and the consideration paid
and payable is recognised in prefit or loss.
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2. Significant accounting policies (continued)

When the Group exchanges with the existing lender one debt instrument into
another one, with substontially different terms, such exchange is accounted for
as an extinguishment of the original financial liability and the recognition of a
new financial fiability. Similarly, the Group accounts for substantial modification
of terms of an existing liability or part of it as an extinguishment of the origina)
financial liability and the recognition of a 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 financial
liability. If the maodification is not substantial, the difference between: (1) the
carrying amount of the liobility before the modification; and {2} the present
value of the cash flows after modification is recognised in profit or loss as the
meodification gain or loss within other gains and losses.

ii. Derecognition of hedging arrongements

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 instrument expires or is
sold, terminated or exercised. The distontinuation 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 liabilities, financial commitments or
forecast transactions

Where o derivative financial instrument is used as an economic hedge of the
foreign exchange or metals commodity 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 [FRS 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 o forecast transaction
for accounting purposes, 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 ke 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 economic hedges
that are not designated hedges, which relate to current year trading, together
with the gdins and losses on their settlement, are allocated to the operating profit
of the relevant business segment,

ii. Hedge of net investment in foreign operations

Where a foreign currency liobility or derivative financial instrument is a formally
designated hedge of a net investment in a foreign operation, foreign exchange
differences arising on translation of the foreign currency liability or changes in the
fair value of the financial instrument ore recognised directly in equity via other
comprehensive income, to the extent the hedge is effective. The Group ossesses
the effectiveness of its net investment hedges based on 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 troding are initially
recognised ot fair value. Subsequently, the fair value of the investment is
reassessed at each balence sheet date with movements in the fair value
recognised in other comprehensive income. In contrast, on derecognition of

an investment in an equity instrurment which the Group has elected on initial
recognition to measure at fair value through other cornprehensive income, the
cumulative goin 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 liahilities that have been sold in the year or

are likely to be sold rother than being held for continuing use, these assets and
liabilities are included 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 fair value less costs to sell. Impairment losses on the initial
clossification of assets held for sale are included in the income statement, even
for assets measured at fair value, as are impairment losses on subsequent
remeasurement and any reversal thereof. Once classified as heid for sale,
assets are no longer depreciated or amortised.

If they represent a significant encugh proportion of the Group, they are also
treated as discontinued operations, A discontinued operation is a component of
the Group's business that represents o 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 tox, called 'discontinued operations’ These amounts no tonger form part of
continuing earnings per share. Comparctive figures are re-presented to be shown
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 more forward-looking version 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 os an adjusting item provides stakeholders with additional useful information to assess period-on-period trading
performance of the Group.

The Group believes APMs, which are not considered to be a substitute for, or suparior te, 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
nunugenment reporting to the Board ang Executive Committee. Some ot these measures are also used for the purpose of setting remuneration targets and
for banking covenants.

The adjusting iterns in the income staternent and the reasons these are considered to be adjusting items are detailed below:

« Costs assotiated with major restructuring projects - these costs are reported as adjusting items on the basis that they ore significant in quentum, relate to
specific, approved strotegic initiatives following reviews of our organisation structure during the period and to provide stakeholders with comparability of
underlying results from one period to the next. Restructuring costs which are not considered to be major or one-off are included within underlying results in the
consolidated income statement.

+ Impairment losses - impairment losses treated as adjusting items include those which are large in quantum or ene-off in nature and as a result ore not considered
to be vsual operating costs of the Group. In addition to this, impairment losses associated with major restructuring projects are considered to be part of the
overall project and therefore follow the same treatment as restructuring projects, as described above. Impairment losses incurred, which are not significant or do
not form part of @ majer restructuring project are recorded as gdjusted items. All impairment losses recorded as adjusting items in the current and prior period
relate to restructuring projects treated as adjusting items.

- Gains and losses on property disposals - significant quantum gains and losses on property disposals are not considered to refate to the underlying trading of the
business and are therefore treated as adjusting items. All gains and losses on property disposals associated with major restructuring projects are considered to be
part of the overall project and therefore follow the same treatment as restructuring projects, as described above.

- Acquired intangible amortisation - the amortisation charge is not considered to be related to the underlying performance of the Group and can fluctuate
materially period-on-period as new businesses are acquired. All acquired intangible amortisation is treated as an adjusting item due to its nature. The trading
results of acquired businesses are included in the adjusted results.

- Gains and losses on disposal of subsidigries - due to their one-off nature and large quantum, gains and losses on disposals are treated as adjusting items. If these
gains or losses are hot considered to be one-off or material, these amounts would be included within underlying results, This also includes the impact from the exit
from Russia - the loss on disposal of the Group's Russian subsidiary and impairment of assets related to Russian contracts.

+ The reversal of gains and losses on economic hedges — gains and losses on economic hedges are treated as an adjusting 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 comemoadity hedges are booked at the
hedged rate in the adjusted results of the local businesses. In compliance with IFRS 9 ‘Financial Instruments’, these do not meet the requirement of an effective
hedge and are therefore adjusted to be booked at the spot rate. The recognition of the gain and losses en the hedged items is recorded as a financing itemn,
including any unrealised gains and losses,

- Other ocquisition costs — for an acquired business, the acquisition costs which are primarily advisor and legal fees ond the one-off write-off of the inventory uplift
to fair value do not reflect trading performance and so are treated os odjusting iterns to ensure consistency between periods,

« Special pension events - due to their ohe-off nature and typically Jarge quantum, special pension events are treated as adjusting items. Special pension events
which are not significant are recorded as adjusting items. There are no special pension events recorded as adjusting items in the current or prior period.

- Tax effect on adjusting items above - any tax effect of the above items is treated as an adjusting iterm.

+ Other tax items - an assessment is made, on a case-by-case hasis, for one-off tax items which significantly impact the Group’s results to deterrmine whether the
item shouid be treated as an adjusting item.

The policies outlined abeve are consistent with the policies adopted in the previous period.

Movements in 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 quontum and where treatment os an adjusting item provide stakeholders with additional information to assess
period-on-period trading.

Critical judgement

Management have applied judgement in the selection of the APMs used in the Annual Report & Accounts. The APMs presented are used in discussions with the
investment analyst community and by the Board and monogement to monitor the trading performance of the Group.
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3. Alternative Performance Measures ('APMs') & adjusting items (continued)

The table below details the definition of each APM and a reference to where it can be reconciled to the equivalent statutory measure,

APM

Definition

Recenciliotion to statutory measure

Adjusted profit before tax

Adjusted net interest cost

Adjusted earnings per share

Adjusted effective tox rate

Adjusted EBITDA

Adjusted operating profit

Adjusted operating margin

Adjusted net financing costs

Organic revenue growth

Organic adjusted operating profit

Adjusted operating cash flow

Net debt

Net debt: adjusted EBITDA

Free cash flow before
corporate activity

Adjusted profit before tax is statutory profit before tax before adjusting items
us shown on the income statement.

Adjusted net interest cost is statutory net interest costs before adjusting
items as shown on the income statement.

Adjusted earnings per share is defined within the toble in Note 7.

The adjusted effective tax rate is the tax impact on adjusted profit before
tax divided by adjusted profit before tax.

This measure reflacts odjusted profit after tax before interest, tax,
depreciation, amortisation and impairment.

Adjusted operating profit is statutory operating profit before adjusting items
as shown on the income stotement.

Adjusted operating margin is adjusted operating profit divided by revenue.

Adjusted net financing costs is interest received and interest peid including
the impact on interest costs on leases before gains on instrurments measured
at fair value through profit or loss (other economic hedges) and net financial
incorne relating to defined benefit pension schemes.

These two measures remove the impact of adjusting items, ocquisitions,
disposals and movements in exchange rates ond are reconciled in Note 4.

This measure reflects cash generated from operations as shown in the
statement of cash flows less cash spent acquiring property, plant and
equipment, non-acquired intangible assets and investrents; plus cosh received
from the sale of property, plant and equipment, the sale of investments less the
repayment of principol amounts of lease poyments excluding the cash impact of
adjusting items.

Net debt is defined as the cash and cash equivalents, overdrafts,
interest-bearing loans and borrowings ond lease liabilities.

Net debt divided by adjusted EBITDA as defined above.

This measure is a sub-total in 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 162.

See income statement on page 162,

See Note 7.

See Note 9.

See Note 19,

See income statement on page 162 and
segmental reporting in Note 4.

See Note 19.

See Note 19.

See Note 19.
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Outlined below are the adjusting items impacting the current and prior year results.

2022
Key £m ﬁ
Recognised in arriving at eperating profit
Reversal of net economic hedge contract losses/(gains) q) 3.0 6.0)
Restructuring costs ond gssecciated impairment losses* b) (25.9 (39.7)
Loss on disposal of subsidiary c) - {(3.8)
Acquired intangible amortisation and other acquisition costs d) (33.7) (18.1)
Exit from Russia €) (9.0) -
(65.6) (67.6)
Recognised in net financial expense
Gains on instruments meagsured at fair value through profit or loss a) 4.9 5.2
Recognised in taxation
Tax impact of adjusting items above ) 14.6 15.1
Change in UK tax rate ) - (18.6)
Resolution of tax autharity audit ) - 144
14.6 13.1

(a) Reversal of net economic hedge contract losses/gains - for segmental

reporting purposes, changes in the fair value of economic hedges which are not

designated as hedges for accounting purpases, together with the gains and
losses on their settlement, are included in the revenue and adjusted operating
profit of the relevant business segment. The adjusting items at the operating
level reverse this treatment. The financing adjusting items reflect the change
in value or settlement of these contracts with the financial institutions with
whom they were transacted.

{b) Restructuring costs ond associated impairment losses — the restructuring
costs of £25.9m primarily relate to IMI Precision Engineering and were for
the Customer First project (across a number of businesses) and the
rationalisation of four facilities. These ongoing significant restructuring
projects are due to be completed in 2023, with the overall programme
expected to be largely complete during 2024, although the Group will
always seek and execute projects that improve its competitive position.

Restructuring costs and associated impairment losses of £39.7m were
recognised in 2021, These included costs of £35.6m, of which £4.6m related
to impairment losses within IMI Precision Engineering, primarily for the
rationalisation of a factory in Europe, which was under consultation with

the Works Council, and the Customer First project, which both simplify the
structure of the division and ensures the business structure is aligned to our
customer base. In IMI Critical Engineering there were costs of £0.8m relating
to the finalisation of the ongoing projects announced in 2020. In IMI Hydronic
Engineering there were costs of £3.3m for the finalisation of the ongoing
projects announced in 2020 and a new project announced in 2021 to simplify
finance processes through a shared service centre in Poland.

«)

(G

(e)

()

Loss on disposal of subsidiary - following the disposal of IM[ Interativa in July
2021, the Group recorded a less on disposal of £3.8m. Further details are
included in Note 24,

Acquired intangible amortisation ond other acquisition items - of the total
£33.7m, the acquired intangible omortisation charge was £29.5m (2021:
£15.0m) which largely relates to the amortisation of the intangible assets
recognised on the acquisitions of Adaptas and Bahr. Other acquisition costs of
£4.2m primarily related to professional fees associated with the acquisition
of Heatrniser and Bahr and the Adaptos IFRS 3 release of the fair volue uplift
to inventory, recognised to cost of sales. Other acquisition costs of £3.1m for
2021 primarily related to professionat fees associated with the acquisition of
Adaptas in Decernber 2021.

Exit from Russia - the Group's decision to end all new business in Russia
resulted in o charge of £9.0m. The Group recorded d loss on disposal of
its Russian subsidiary of £4.8m. In addition, the exit resulted ina £4.2m
impairment of assets related to Russian contracts.

Taxation - the tax effect of the above items has been recognised as an
adjusting iterm and amounts to £14.6m (2021: £15.1m). 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 May 2021,
In 2021, the impact of this on the Group's deferred tax liabilities of £18.6m
was recorded as an adjusting item. A credit of £16.6m due to the release of
provisions in respect of exposures related to prior years which are no longer
expected to arise, including the closure of open years with tax authorities was
also recorded as an adjusting item within the incorne statement in 2021

* 'Restructuring costs and associated impdirment losses' were previously reported
seporately as 'Restructuring costs® and 'Impairment losses’. These amounts are
now reported together as they relote to the same projects.
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4. Segmental information

Segmental information is presented in the conselidated financial staternents for each of the Group's operating segments. The operating segment reporting format
reflects the Group's management and internal reporting structures and represents the information that was presented to the chief operating decision-maker, being
the Exacutive Committee. As described on page 10, each of the Group's three divisions has a number of key brands across its mein markets and operational locations.
For the purposes of reportable segmental informatien, 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 eoch division. Inter-segmental revenue is insignificant,

IMI 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 ore involved,

iMI Critical Engineering

IMI Criticel Engineering is o world-leading provider of flow control solutions that enable vital energy and process industries to operate safely, cleanly, reliobly and more
efficiently. Our preducts 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.

IM1 Hydronic Engineering
M| Hydronic Engineering is o leading provider of technologies that deliver operational and energy efficient water-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 ih accordance
with the Group’s policy to minimise the risk of volatility in revenues, costs and margins. Adjusted aperating 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 ond losses are reversed out of operating profit
and are recorded in net financial income and expense for the purposes of the consolidated income statement.

The following table illustrates how the results for the segments reconcile to the overall results reported in the income statement.

) . Revenve Operating profit __ Operating ma_r_gilw
2022 2021 2022 2021 2022 2021
£m £m £m £m % %
IMI Precision Engineering 986 836 1825 1489 18.5% 17.8%
IMI Critical Engineering 713 691 1355 125.0 19.0% 18.1%
IM| Hydronic Engineering 350 339 711 68.1 20.3% 20.1%
Corporate costs (25.8) (239
Total revenue/operating profit and margin 2,049 1,866 363.8 318.1 17.8% 17.0%
Reversal of net economic hedge contract Josses/(goins) 3.0 (6.0)
Restructuring costs and associated impoirment losses* (25.9) (39.7)
Loss on disposal of subsidiary - (38
Acquired intangible amortisation and other acquisition items (337 (8.1
Exit from Russia (9.0) -
Statutory revenue/operating profit 2,049 1,866 298.2 250.5
Net financial expense 12.8) (5.9)
Statutory profit before tax 285.4 244.6 ]

* 'Restructuring costs and associated impairment losses' were previously reported separately as 'Restructuring costs' ond ‘Impairment losses'. These amounts are now
reported together as they relote to the same projects.
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The follawing table shows a reconciliation of divisional adjusted operating profit to statutory operating profit:

IMI Precision IMI Critical IMt Hydronic Corporate Total

Engineering Engineering Engineering

2022 2021 2022 2021 2022 2021 2022 2021 2022 2021

£m £m £m £m £m £m £m £m £m £m

Revenue o84 836 713 691 350 339 2,049 1,866
Adjusted vperaling profit 182.6 148.9 135.5 125.0 711 68.1 (25.4) (23.9) 3638 318.1
Reconciliation to statutory operating profit:
Reversal of net econemic hedge contract losses/{gains} (2.4) (3.4) 3.1 (1.9 2.3 0N 3.0 {6.0)
Restructuring costs and associated impairment losses (24.8) {35.8) {0.4) (0.8) (0.7} (3.3) (25.9) (39.7)
Loss on disposal of subsidiary (3.8) - (3.8)
Acquired intangible amortisation and other acquisition items (25.1)| ¢10.3) (6.6) (7.8) (2.0) (33.7) (18.1)
Exit from Russia (0.2} (3.9) (0.1) (4.8) (9.0) -
Statutory operating profit 130.1 99,4 127.7 110.7 70.6 641 {30.2) (239) 298.2 250.5
Statutory operating margin (%) 13.2% | 11.9% 179% | 160% 202% 18.9% 14.6% 13.4%

The following table illustrates how revenue and adjusted operating profit have been impacted by movernents in foreign exchange, acquisitions and disposals compared

to 2021:
) e _ Yearended 31 December2021 __ Yearanded 31 December 2022 7 o
As As Adjusted Organic
adjusted Disposals Exchange Organic adjusted  Acquisitions Orgonic growth {%) growth (%)
Revenue
IMI Precision Engineering B34 (3 41 874 984 {70 916 18% 5%
iMI Critical Engineering 691 (16) 23 698 713 713 3% 2%
IMI Hydronic Engineering 339 5 3 337 350 350 3% 4%
Total 1,866 {24) &7 1,909 2,049 (70) 1,979 10% 4%
Adjusted operating profit
IMI Precision Engineering 148.9 (0.5) 7.4 1558 182.6 (12.4) 170.2 23% 9%
IMI Critical Engineering 1250 (3.3) 5.0 126.7 135.5 135.5 B% 7%
IMI Hydronic Engineering 68.1 (0.4) (0.2) 67.5 711 711 &% 5%
Corporate costs (23.9) (23.9) (25.4) (25.4)
Taotal 318.% (4.2) 12.2 326.1 343.8 (12.4) 351.4 14% 8%
Adjusted operating profit margin (%) 17.0% 17.1% 17.8% 17.8%
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4. Segmental information (continued)

The following table illustrates how the segmental assets and liakilities recontile to the overall total assets and fiabilities reported in the balance sheet:

B _ o L Assets o Liabilities

2022 2021 2022 2021
£m £m £m £m
M| Precision Engineering 1,038.9 916.1 201.8 202.4
IMI Critical Engineering 894.1 7146 262.5 2312
IMI Hydronic Engineering 3735 2335 98.0 90.9
Total segmental assets/liabilities (including lease liabilities) 2,306.5 18642 562.3 5245
Corporate items 23.4 24,2 473 39.0
Employee benefits 28,5 129.0 474 66.5
Investrents 2.0 29 - -
Net debt items (excluding lease lighilities) 133.0 4.6 839.3 6235
Net taxation 265 53.9 118.0 136.2
Total assets and liabilities in Graup balance sheet 2,519.9 2,1688 1,614.3 1,389.7

The following table includes other information to show how certain costs are allocated between the segments of the Group:

Adjusting
restructuring costs and Capital expenditure Amortisation** Depreciation ***
associated impairment
Jossas

2022 2021 2022 2021 2022 2021 2022 2021
£m £m £m £m £m £m £m £m
IMi Precision Engineering 24.8 35.6 4240 299 28.7 11.2 385 327
IMI Critical Engineering 0.4 08 15.8 9.8 13.2 147 20.7 205
IMI Hydronic Engineering 0.7 33 12.8 17.8 59 53 14.2 143
259 397 70.4 57.5 478 312 73.4 615
Corporate costs 0.7 - 0.2 - 0.8 0.8
Total 25.9 39.7 713 57.5 48,0 31.2 74.2 68.3

** The amortisation figures above include the amartisation of acquired intangibles. £22.9m (2021: £7.2m) is included in respect of IMI Precision Engineering, £6.6m
{2021: £7.8m) is included in respect of IMI Critical Engineering and £nil {2021: £nil) is included in respect of Ml Hydronic Engineering.

*** The depreciation figures above include the impact of IFRS 16 ‘Leases': £0.6m in respect of Corporate (2021: £0.6m), £15.1m in respect of IMI Precision Engineering
(2021: £12.3m), £9.6m in respect of IMI Critical Engineering (2021: £8.5m) and £7.0m in respect of IM| Hydronic Engineering (2021: £6.9m).



Intreduction Strategike Report Corporate Governance Financial Statements 177

The following table shows a geographical analysis of how the Group's revenue is derived by destination:

2022 2021
£m £m
UK 93 83
Germany 265 238
Rest of Europe 520 520
Total Eurcpe 878 B4l
USA 5356 410
Rest of Americas 21 116
Total Americas 627 526
China 179 165
Rest of Asia Pacific 271 244
Total Asia Pacific &50 409
Middle East & Africa 94 90
Total revenue 2,049 1,866
Revenue by geography (2022) Revenue by geography (2021}
Middle East & Africa Middle East & Africo
5% 5%
Asia Pacific Asia Parific
22% 22%
Europe Eurcpe
43% 45%
Americas Arnericas
30% 28%

The following table shows a geographical analysis of the location of the Group's intangible assets, property, plant and equipment and right of use assets:

2022 20214

£m £m

UK 180.1 78.4
Germany 306.8 202.4
Rest of Europe 307.4 278.6
USA 521.3 483 .4
Asia Pacific 64.5 57.7
Rest of World 30.3 268
Total 1,410.4 1,127.3

**** Prior year comparatives have been reclassified to match the geographical allocation for Group revenue.
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4. Segmental informatien (continued)

The Group's revenue streams ore disaggregated in the table below:

2022 2021

Revenue Revenue
Sector £m £m
IMI Precision Engineering
Industrial Automation 459 413
Life Sciences 152 21
Process Control 152 119
Precision Fluid OEM 304 210
Commercial Vehicle 186 180
Rail 37 33
Tronsportation 223 213
Total IMI Precision Engineering 986 836
IMI Critical Engineering
Pawer 153 144
Refining & Petrachemical 118 105
Qil & Gas 57 45
Nuclear 4o 57
Marine 14 11
Other 23 17
Aftermarket 411 379
Refining & Petrochemical 100 108
Oil & Gas 49 77
Power &1 56
Marine 26 22
Nuclear ] 3
Other 40 36
New Construction 302 312
Total IMI Critical Engineering 713 691

—_— e

IMI Hydronic Engineering*

TA 151 144
Heimeier 124 121
Prneumatex 66 61
Other 9 13
Total IMI Hydronic Engineering 350 | 339
Total revenue 2,049 1,864
Sale of goods 1977 1,806
Sale of services 72 60
Total revenue 2,049 1,864

*Prior peried IMI Hydronic Engineering results hove been restated to reflect g £15m reclassification between TA and Heimeier.
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5. Net operating costs

Operating profit is stated after charging/(crediting):

2022 2021
£m £m

Net foreign exchange gains included in operating profit 3.2) 1)
Research and development expense 70.2 49.7
Amortisation of intangible assets 48.0 31.2
Impairment of intangible assets treated as adjusting items 0.2 -
Impairment of intangible assets 0.5 0.1
Depreciotion of owned property, plant and equipment 41.9 40.0
{Reversal of impairment)/impairment of owned property, plant and equipment treated as adjusting items (2.3) 4.6
(Reversal of impairment)/impairment of owned property, plant and equipment €0.6) 0.8
Depreciation of right of use assets 323 28.3
Cost of inventories recognised as an expense 11121 1,004.6

Loss/{profit) on disposal of property, plont and equipment 17 1.3}

Operating costs by function

The following table shows how much of the operating costs disclosed in
the income statement relate to selling and distribution costs and
administrative expenses:

2022 2021
£m £m
Selling and distribution costs* (207.2) (187.3)
Administrative expenses* (367.1) {356.3)
(574.3) (543.6)
" £45.8m included in selling and distribution costs in prior period hos
been reclassified to administrative expenses to better reflect the
underlying trensactions.
Employee information
The average number of people ermployed by the Group during the year was:
2022 2021
IMI Precision Engineering 6,001 5,740
IMI Critical Engineering 3,106 3,117
IMi Hydronic Engineering 1,942 1969
Corporate 80 Q0
Tatal Group 11,129 10,914

The aggregate employment cost charged to operating profit for the year was:

2022 2021

£m £m

Wages and salaries 505.9 491.9
Share-based payments 11.7 12.0
Social security costs 76.7 80.3
Pension costs™” 8.3 9.5
Total 602.6 593.7

** There are no special pension events included in 2022 pension costs (2021 £nil,
see Note 3).

The aggregote gains made by directors on the exercise of share options was
£2.6m (2021: £1.6m). The remuneration, as defined in the Cempanies Act 2004
Schedule 5, for the executive directors comprises fixed and annual variable pay
as set out in the table on page 128 of the Remuneration Report. For details

of the non-executive directors’ remuneration pleose refer to page 138 of the
Remuneration Report.

Research and development expenditure

The cost of research ond development expenditure charged directly to the income
staterment was £70.3m (2021: £49.7m). Included within this is amortisation of
capitalised intangible develepment costs which amounted to £8.2m (2021: £7.1m)
and across the Group a further £5.9m {2021: £4.6m) was capitalised in the year.

Exchange on operating activities net of hedging arrangements

The transactional foreign exchange gains in the Group were £3.2m (2021: gains
of £5.1rm).

Audit fees

The Group engages its auditor, Delvitte, to perform other assurance assignments
in addition to their statutory audit duties where their expertise, experience and
knowledge of the Group should enable themn to perform these assignments more
efficiently than other similar service providers.

The Group's poficy on such assignments is set out in the Audit Committee Report
on page 118. Fees earned by Deloitte and its associates during the year are set
out below:;

2022 2021
£m £m
Fees earned by the Company‘s auditor for the audit of
the Company’s Annual Accounts 0.2 0.2
The audit of the Company’s subsidiaries,
pursuont to legislation 2.9 2.5
Qther gssurance services 0.1 0.1
Total 3.2 2.8
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6. Share-based payments

The Group operates o number of equity and equity-related compensation benefits to reward its employees. The estimeted cost of owarding 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 pverall impact on the Group's balonce sheet until the shares are issued to the employees when the options are exercised.

The individual share option schemes, the number of options autstanding 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 aptions is recognised as an expense each year. The total amount to be expensed
over the vesting period is deterrnined 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 original
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 ore exercised.

Outstanding share options

At 31 December 2022, options to purchose ordinary shares had been granted to, but not yet exercised by, porticipants of Ml share option schemes as follows:

Date of Number
grant of shares Price Dates from which exercisable
IMI Sharesave Scheme 21.04.17 1,516  1106.00p 01.08.20 or 01.08.22
04,0418 11,335 1012.68p 01.08.210r01.08.23
04.04.19 33,303 884.16p 01.08.220r01.08.24
02.04.20 56,579 904.66p 01.08.230r 01.08.25
02.04.21 68,400  1166.58p 01.08.24 0r 01.08.26
31.03.22 97,876  1260.00p 01.08.250r 01.08.27
B 269,009 -
Purchase Plans 15.08.22 83,380 1155.78p 15.08.24
83,380
Ml Incentive Plan 07.05.15 754 - 07.0517 or 07.05.18
09.03.16 4,735 - 09.03.18 0r 09.03.19
09.03.17 8,160 - 09.03.19 or 09.03.20
12.03.18 7,850 - 12.03.200r 12.03.21
18.03.19 76,907 - 18.03.21 or 18.03.22
16.03.20 1,114,366 - 16.03.23
22.03.21 781,063 - 22.03.24
18.03.22 883,186 - 09.03.25
2,877,021
IM! Share Optien Plan 12.03.13 76,300 1322.70p 12.03.16
22.10.13 9000 1518.33p 22.10.16
11.03.14 82,000 1467.00p 11.03.17
167,300

Total 3,396,710
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Schemes under which options
are outstanding

The options in the adjacent table relate to the following share-based
payment schemes:

IMI Sharesave Scheme ("SAYE")

This scheme is open to the majority of the Group's LIK employeas, 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
perfermance conditions and offer tax incentives to encourage employees to use
their own money to purchase IMl shares. SAYE options may be exercised within six
months of the date they first becorne exercisable.

Global Employee Share Purchase Plans (‘\GESPP')

These plans were introduced in 2011 for the US and Germany. The German and
US GESPP's offer the opportunity to buy shares in IMI at o fixed price at a future
date. The German GESPP mirrors the UK Sharesave Scheme, with a minimum/
maximurn 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
a minimum/maximum savings limit per month, but the contract duration is for a
fixed period of two years and different taxation conditions apply for the exercise
period. No further awards are 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 owards are not subject to
performance conditions, but are subject to a three year vesting period. The
purpose of the SOP is to give selected IM) employees (who are not executive
directors of the Company) the opportunity to share 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 opportunities for employees
to share in IMI's success os follows:

» Partnership shares - allows employees to invest up to the statutory raxirmum
from pre-tax pay, which is used to buy IM| shares.

- Free shares - ollows a 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 JIP was introduced to
act as the Company's sole senior executive long-term incentive plan, The liP acts
as an umbrella plan which allows the Company to grant different types of awards
to different employee graups in an efficient way. The P is to be used annually to
grant ‘Performance Shore Awards' in respect of ordinary shares to the executive
directors and other members of senior management subject te performance
conditions. The {IP 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 requirements.

Number of Weighted
options average Normal
(thousand) price [dote]
SAYE
2019 200 884p 2022-2025
2020 68 905p 2023-2026
2021 75 1167p 2024-2027
2022 103 1260520252026}
GESPP
2019 33 903p 2021
2020 43 956p 2022
T 2021 - - 2023
2022 85 11568 I CZ5E
np
2019 845 - 2021-2022
2020 1466 - 2022-2023
2021 891 - 2023-2024

2022

929 EEZOZﬂE-ZOZSi
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6. Share-based payments (continued)

Movement in outstanding options in the year

Options
granted at
Optiohs not gronted at nil cost? nil cost? Total
Number of ighted Number of Number of
options Range of qverage options options
{thousand) option prices  option price {thousand)  (thousand)
Outstanding at 1 Jahuary 2021 966 845-1518p 1098p 3,048 4,014
Exercisable at 1 January 2021 586 971-1518p 121é6p 167 753
Granted 75 1167p 1167p 978 1,083
Exercised 395 B45-1487p 1085p 500 895
Lapsed 108 845-1467p 1101p 4461 569
Outstanding at 31 December 2021 538 845-1518p 1116p 3,065 3,603
Exercisable at 31 December 2021 222 845-1518p 1325p 272 494
Gronted 188  1156-1260p 1213p 1,033 1,221
Exercised 142 B45-1467p 947 533 675
Lapsed 65 845-14467p 1025p 306 7N
Outstonding ot 31 December 2022 519 884-1518p 1209p 3,255 3,774
Exercisable at 31 December 2022 180 884-1518p 1197p 477 657

! Options not granted at nil cost include options granted under the following schemes: IMI Shoresave Scheme, Global Employee Share Purchase Plans end IMI

Share Option Plan,

2 Options granted at nil cost are those granted under the Performance Share Plan, Share Matching Plan and IMI Incentive Plan.

Share-based payment charge for the year

The total expense recognised for the year arising from share-based payments was
£11.7m (2021: £12.0m) which comprises a charge of £15.5m (2021: £15.3m) for
the year offset by a credit of £3.8m {2021: £3.3m) in respect of lapses.

£2.7m (2021: £2.5m) of the total charge and £0.5m (2021: £0.7m) of the total
creditis 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 Carlo option pricing models, The assumptions used for
grants in 2022 included a dividend yield of 2.0% (2021: 1.7%), expected share
price volatility of 32% (2021: 25%), o weighted average expected life of 3.5 years
(2021: 3.5 years) and o weighted averoge interest rate of 1.75% {2021: 0.1%).
The expected volatility is whelly 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 avaitable information.

Other share-based payment disclosures

The weighted average remaining cantractual life for the share options outstanding
as at 31 December 2022 is 4.8 years (2021: 7.1 years} and the weighted average
fair value of share options granted in the year at their grant date was £13.01
(2021: £12.18).

The weighted average share price at the date of exercise of share options exercised
during the year was £14.71(2021: £14.84),
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/. Earnings per ordinary share

Earnings per share {'EPS’) is the omount of post-tax profit attributeble to edch share (excluding those held in the Employee Benefit Trust or by the Company).
Basic EPS measures are coleulated as the Group profit for the year ottributcble to equity sharehelders divided by the weighted average number of shares in issue

during the year. Diluted EPS takes into account the dilutive effect of all autstanding share options priced below the market price, in arriving ot the number of shares

used in its caleulation.

Both of these measures are also presented on an adjusted basis to assist the reader of the financiol statements and provide insight into the performance of the Group.

The note below demonstrates how this colculation has been perfermed.

2022 2021

Key million million
Weighted average number of shares for the purpose of basic earnings per share A 258.3 266.9
Dilutive effect of employee share options 1.2 1.1
Weighted average number of shares for the purpose of diluted earnings per share B 259.5 268.0

Key Em £m
Statutory profit for the year C 226.3 196.3
Total adjusting items charges in¢luded in profit before tox &0.7 62.4
Total adjusting items credits included in taxation (14.6) (13.1)
Earnings for adjusted EPS D 272.4 245.4

Key 2022 2021
Stotutory EPS measures
Statutory basic EPS C/A 87.6p 73.5p
Statutory diluted EPS c/B 87.2p 73.2p
Adjusted EPS measures
Adjusted basic EPS B/A 105.5p 92.0p
Adjusted diluted EPS D/B 105.0p 91.ép
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8. Net financing costs

Accounting policy

Financial income comprises interest receivoble on funds invested, incorme 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, taking into account the effective yield on the asset. Dividend income is recognised

in the income staternent on the date that the dividend is declared.

Finoncial expense comprises interest payable on borrowings calculated using the effective interest rate rmethod, the interest related elernent. of derivatives and
losses on financial instruments that are recognised in the income statement. The interest expense component of lease payments is recognised in the income

statement applying territory specific incremental borrowing rates.

Net finance expense reloting to defined benefit pension schemes represents the assumed interest on the difference between employee benefit plan ligbilities and

the employee benefit plan assets.

The finance income or expense on mark-to-rmarket 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 preduction of an asset that necessarily takes a substantiol peried of time to get

ready for its intended use or sale are capitalised as part of the cost of the respective assets. All other borrowing costs are expensed in the period they oceur.
Borrowing costs consist of interest and other costs thot an entity incurs in connection with the borrowing of funds.

e ] . . .02 S . S
Financial Financial
Interest  instruments Total Interest  instruments Total

Recognised in the income statement £m £m £m £m £m £m
Interest income on bank deposits 4.8 4.6 2.4 2.4
Financial income 4.6 - 4.6 2.4 - 2.4
Interest expense on interest-bearing loans and borrowings £21.0) (21.0) (117} (11.7)
Interest expense on leases (2.8) (2.9) (2.8) (2.9)
Financial expense (23.8) - {23.8) {(14.5) - (14.5)
Recognised in other comprehensive income
Gains on instruments measured at fuir value through profit or loss:

Qther economic hedges* 49 49 5.2 5.2
Net fingnciol income relating to defined benefit pension schemes 1.5 15 10 1.0
Net financial (expense)}/income 7.7 4.9 (12.8) (11.1) 5.2 (5.9)

*Gains and losses on financial instruments measured at fair value through profit or loss were previously reported seporately under 'Financialincome' and 'Financiol
expense’. These amounts are now reported under ‘Gains/(losses) on instruments measured at fair value through profit or loss’ and prior year comparatives hove been

represented as they relote to the some underlying tronsoctions.

Included in financial instruments are current year trading gains and losses on economically effective transactions which for management reporting purposes are included
in adjusted revenue and operating profit (see Note 3). For statutory purposes, these are shown within net financial income and expense above. Goins or losses for future
year transactions are in respect of financial instruments held by the Group to provide stability of future trading cash flows.

2022 2021
Recognised in other comprehensive income Em £m
(Loss}/gain arising on hedging instruments designated in hedges of the net assets i foreign operations (7.5) 200
Exchange differences on transiation of foreign operations net of funding revaluations 409 {3338)
Exchange differences reclassified to income statement on disposal of operations 0.6 0.1
Income tax on items recognised in other comprehensive income (0.3) 12
Total items recognised in other comprehensive income {net of tax) 33.7 (12.5)
Recognised in statement of changes in equity
Translation reserve 33.7 {12.5)
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Q. Taxation

IMI operates through subsidiary companies all around the world that pay

many different taxes such as corporate income taxes, VAT, payroll withholdings,
social security contributions, cystoms import duties and excise duties. This note
aggregates only those corporate income taxes that are or will be levied on the
prafits of IMI plc and its subsidiary companies for periods leading up to and
including the balance sheet date. The profits of each company are subject to certain
adjustments as specified by applicable tax laws in each country to arrive at the tax
ligkility thot is expected to result on its tax returns. Where these adjustrnents 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 year, using tax rates enacted or substantively
enacted at the balance sheet date and taking inte account any adjustments

in respect of prior years.

Deferred tax is provided, using the balance sheet method, on temporary
differences betwean the ¢arrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. Deferred tax
is not recognised for the following temporary differences: the initial recognition
of goodwill, the initial recognition of assets or liabilities in a transaction that

is not o business combination and that affects neither accounting nor taxable
profit, and differences relating to investments in subsidiaries to the extent
that the timing of the reversal of the differences can be controlled and it

is probable that the differences will not reverse in the foreseeable future.
Deferred tax is measured at the 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 profits will be available against which the temporary difference can
be utilised.

Deferred tax assets and liabilities are offset when there is a legally enforceable
right to offset current tox assets against current tox liabilities and when
deferred tax assets and liohilities relate to incorne taxes levied by the same
taxation authority on either the same taxable entities or different taxable
entities where there is an intention to settle the balances on a net basis.

In commuon with many multinational companies, IMI faces tax audits in
jurisdictions around the world, including in relation to transfer pricing of goods
and services between associated entities within the Group, the sutcomes of
which are uncertain. These tax audits may be subject to inter-government
negatiations. The matters under discussion are often complex and can take
many years to resolve. Tax ligbilities are recorded based on management's
estimate of either the most likely amount or the expected amount

depending on which method is expected to better refiect the resolution

of the uncertainty.

Tax governance, risk and strategy

IMI recognises its corperate responsibility to ensure that all businesses within

the IM| Group follow responsible tax practices to enhance leng-term shareholder
value whilst also contributing to the public expenditure and the overall weifare 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 communicated to subsidiary
businesses and is reviewed to ensure responsible business practices across the
Group are maintained. The Group Finance Director has primary responsibility for
all tax matters und 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 IMI Board are appraised on a

reqular basis of any material or significont tax matters, so that appropriate
action can be effected. Through IMI Workplace and Knowledge Library, the Group
comrunicates policies, procedures, guidance ond best practices to improve the
management of taxation across its subsidiary companies worldwide.

Compliance: IM| pays and collects significant amounts of taxes around the world
as a result of its business activities. It seeks to manage its taxation obligotions
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 monitoered 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
outhorities around the world and the declared taxes paid on time. Furthermore,
the preparation and filing of the corporate income tax returns for IMi subsidiary
companies worldwide have been largely outsourced to one tax advisory firm.

Tax laws are often complex, which can lead to inconsistent interpretations

by different stakeholders. Where this oceurs, IMI may reduce uncertainty and
controversy through various actions, including proactive discussion with the fiscal
authatities to obtain early resolution ond securing external tax advice to ensure
the robust interpretation of tax kaws and practices.

The Group Tax Pelicy 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 and integrity in all of its business dealings.
IMi hos a zero-tolerance appreach to tax evasion and the facilitation of tax
evasion. Consideration of UK legislation regarding third party tax evasion has
also been incorporated into the Group's prevention procedures, including
employee training.

Fairness: M| seeks to record its profits across the subsidiary companies around
the world on an arm'’s length basis in accordance with internationally accepted
best practices, recognising the relative contributions of people, assets, intellectual
property ond risks borne by the various businesses. The resulting alfocation of
profits is regularly tested for compliance with this standord.

IMI has taken action to ensure that it meets the enhanced transfer pricing
disclosures and decumentation requirements by tax autherities as a result of
the Bose Erosion & Profit Shifting (commonty referred to as ‘BEPS) initiative
by the OECD.

Value: IMI manages the impact of taxation on its businesses in a respensible
rmanner by only adepting legitimate and commercial positions. In doing so, 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 toxed
more than once on the same profit. As a UK headquartered group, IMI's profits are
vltimately subject to UK taxation, although as the Group pays significant taxes
overseas, the overall effective tox rote 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, M| seeks to disclose
its tax affairs in its published accounts and taxation returns fully in accordance
with the applicable standards and, where appropriate, will supplement its tax
disclosures with further information to better inform, and to be transparent to,
its stakeholders.

Risk: IMi engages external support to manoge tax risks and achieve the strategic
objectives outlined above. Tax risks are regulorly assessed for all companies within
the Group, promptly addressed and reported so that they may be appropriately
provided ond 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 strotegic risk management os
described on page 86.
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9. Taxation (continued)

UK Corporation tax

The rate of corporation tax in the UK for 2022 was 19% (2021: 19%). As from 1
April 2023, it will increase from 19% to 25%. UK deferred tax assets and liabilities
have therefore been calculated using a rate of 25% (2021: 25%).

Tax payments

During the year, the Group made payments of corporate incorme tox of £48.6m
(2021: £50.9m), principally arising as follows:

Jurisdiction of companies making corporate income tax payments:

Other £7.8m
Singapore £0.9m

India £3.8m
Germany £10.4m
South Korea £2.7m

Cooch £2.3m 2022 £48.6m

USEllm
China £3.4m italy £1m
Austria £0.1m Japan £3.1m
Sweden £0.5m )
UK £5.7m Switzerland £5.8m
USE17m Italy £0.4m
Germahy £3m Japan £3.6m
Other £6m

Switzerland £5.1m

Singapore £1.7m
India £1.9m 2021 £50.9m
South Korea £2.3m

Czech £2.3m

UK E14.6m

China £3.4m

Avustric £1.4m
Sweden £3.5m

There is narmally an elermnent of valatility in the annual payments of corporate income
taxes due to the timing of assessments, acquisition and disposals, exceptional

items and payments on acccunt in the many courtries in which the Group operates.
Changes in the jurisdictions in which profits are earned can have an impact on
cashflow levels which may take time to be reflected in the tax cashflow:

The level of payments made during 2022 decreased slightly compared to 2021
Swedsn and the UK decreased due to the recovery of tox debtors. German payments
far 2022 now represent @ more narmal level having recovered tax debtors in earlier
periods. Other territorial movernents in payments lorgely reflect shifts in trading.

In addition, the Group makes substantial other tax payments relating to employment,
consumption, procurerment and investment to tax outhorities around the world.

Recognised in the income statement

This section sets out the current and deferred tax charges, which together

comprise the total tax charge in the income statement.

2022 2021
£m £m
Current tax charge
Current year charge 63.0 53.9
Adjustments in respect of prior years (1.9) (11.1}
61.1 42.8
Deferred taxation
Origination and reversal of temporary differences {2.0) 55
Total income tax charge 59.1 48.3
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Reconciliation of effective tax rate

As IMI's head office and parent company is domiciled in the UK, the Group references its effective tax rate to the UK corporation tax rate, despite only a smoll portion of
the Group's business being in the UK. Therefore, the following tax reconciliation applies the UK corporation tax 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:

I .. LAn
Adjusting Adjusting

Adjusted items Statutory Adjusted itemns Statutery

£m £m £m £m £m Em

Profit before tax 3461 (60.7) 285.4 307.0 (62.4) 2446

Income tax using the Company's domestic rate of tox of 19.00% (2021: 19.00%) 65.8 (11.5) 54.3 583 (11.9) 464

Effects of:

Non-deductible items 3.0 0.4 34 14 0.8 22

Non taxable loss on disposat of businesses - 0.9 0.9 - 0.7 07
Utilisation of losses on which no deferred tax had been recognised {1.0) - (1.0) (0.4} - (0.4

Current yeor losses for which no deferred tax asset has been recognised 0.2 - 0.2 Q.3 0.1 0.4
Recognition of deferred tax asset on previously unprovided timing differences €0.8) - (0.8) 2.8} - (2.8}

Change in future tax rate on deferred tax - - - - 18.6 18.6

Differing tax rates 125 [(WA] 8.1 6.2 (4.8) 1.4
Adjustments to prior year current and deferred tax charges {6.0) - (8.0) (1.6} {16.6) (18.2}

Total tax in income stotement 73.7 {14.5) 59.1 61.4 {13.1) 483

Income tax expense reported in the consolidated income statement 73.7 (14.6) 59.1 614 (13.1) 48.3

Effective rate of tax: 21.3% 20.7% 20.0% 192.7%

Events after the reporting period

In the Autumnn Statement of Novernber 2022, the UK government reconfirmed its intention to introduce legislation to give effect to the OECD Inclusive Framework
agreement that there should be o minimum global corporate income tax rate of 15%. Based on current proposals this would apply to IMI from 1 Jonuary 2024, It therefore
does not impact IMI's results for 2022, and it is not expected to have a material impact on IMI's financial statements for subsequent years. However, this will continue to
be monitored.

Recognised outside of the income statement

In addition to amounts charged to the income statement, some current tax and deferred tax is charged/{credited) directly to equity or through other comprehensive
incame, which can be analysed os follows:

2022 2021
£m £m
Deferred tax:
On equity-settled transactions 1.9 (2.5)
On re-measurement gains and on defined benefit plans (20.5) 18.4
Effect of rate change on previously recognised items - (15.8)
(18.5) 01
Current tax:
On change in value of effective net investment hedge derivatives 0.3 (1.2}
On equity-settled transactions - (0.5)
{18.2) (1.6)
Cf which the following amounts are charged/(credited):
to the statement of comprehensive income (20.1) 14
to the statement of changes in equity 19 (3.0)
(18.2) (1.6}
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2. Taxation (continued)

Recognised deferred tax assets and liabilities

Deferred tuxes record the tax consequences of temporary differences between the accounting and taxation recognition of certain itemns, as explained below:

. Assets . . Liubil'rg'_es i Net o
2022 2021 2022 2021 2022 2021
£m £m £m £m £m £m
Intangible and tangible fixed assets 6.2 111 (64.7) (59.8) (58.5) (48.7)
Inventories 55 45 1.7 (1.2) 38 33
Revalugtion of derivatives 0.5 a1 (0.8) (0.7) €0.3) 0.6}
Pension and share-based payments 121 18,9 {7.1) (32.8) 50 (139
Short-term timing differences 30.7 288 (5.8) (3.8} 249 250
Other tox credits and losses 17 44 - - 1.7 4.4
56.7 57.8 {80.1) (98.3} {23.4) (36.5)
Offsetting within tax jurisdictions (32.2) (28.1) 32.2 281 - -
Total deferred tax assets and liabilities 245 l 387 &7.9) (70.2) (23.4) (30.5)
The movement in the net deferred tax baiances has been recognised in the financial statements as analysed below:
Recognised  Recognised
inthe  outside the
Balance at income income Acquisitions/  Bolance ot
1dan 22 h Jisposal: 310ec22
fm £m £m £m £m £m
Intongible and tangible fixed aszets (487) (5.4) (4.4) (58.5)
Inventories 33 0.4 0.1 38
Revaluation of derivatives (0.6) 0.3 (0.3)
Pension and share-based payments (139} (0.2) 18.5 0.6 5.0
Short-term timing differences 250 9.7 1.6 (11.4) 249
Other tax credits and losses 4.4 (2.8) 0.1 17
Net deferred tax (liability)/asset (30.9) 2.0 18.5 €2.0) {11.4) (23.4)
Recognised Recognised
inthe outside the
Balance at income income Acquisitions / Balance at
1lJan21 statement statement Exchange disposals 31 Dec 21
£m £m Em £m £m £m
Intangible and tangible fixed assets (31.3) 123 0.6 (30.3) (487
Inventories 2.1 10 €0.1) 0.3 3.3
Revaluation of derivatives {1.1) 05 {0.6)
Pension and share-based payments 7.0 (20.1) (0.1 (0.7 (13.9)
Short-term timing differences 242 {G.3) (0.4) 15 250
Other tax credits and losses 15 11 (0.2) 2.0 4
Net deferred tax asset/(liohility) 2.4 (5.5) (0.1) (0.8) (26.5) (30.5)

All exchange movements are taken through the transiotion reserve.
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Unrecognised deferred tax assets and liabilities

Deferred assets are reviewed at each reporting date. Deferred tax assets have not been recognised for the following temporary differences:

2022 2021
Gross Tax Gross Tax
amount effected ameount effected
£m £m £m £Em
Tax losses expiring:
Within 10 years 7.4 18 85 2.1
Available indefinitely 46.0 12.0 433 114
Capitaf fosses expiring:
Within 10 years - - - -
Available indefinitely 119.2 29.9 118.9 29.8
Surplus interest expiring:
Within 10 years 0.5 0.1 - -
Available indefinitely - - 13.2 3.4
173.1 438 183.9 4Lé.7

Deferred tax assets have not been recognised for these temporary differences due to uncertainty over suitable future taxable profits and therefore their ability to be

recovered. In assessing the probability of recovery, the Group assesses the likelihood of them being recovered within a reasonably foreseeable timeframe, being typically o
minirmum of five years, taking inte account the future expected profit profile business model of the relevant company and country. The Group also considers the nature of the
losses and interest, and any potential legislative restrictions on use. In some instances, these amounts are yet to be accepted by the tax authorities and could be challenged.

The majerity of these amounts have ho expiry date os noted in the table above.

It is likely that the majority of unremitted earnings of overseas subsidiaries would qualify for the UK dividend exemption, However, £112.9m (2021: £128.4m) of these
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 tax liabilities
are not expected to exceed £6.6m {2021: £7.5m) of which £3.2m (2021: £2.2m) has been provided on the basis that the Group expects to remit these amounts,

10. Dividends

Accounting policy

Dividends ore racegnised os a liability 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 tox consequences.

2022 2021

£m £m

Current year final dividend - 17.4p per qualifying ordinary share (2021: 15.8p) 45.1 40.9
The following dividends were declared and paid by the Group during the year:

2022 2021

Em £m

Prior year final dividend paid - 15.8p per qualifying ordinary share (2021 final year dividend: 15.0p) 40.8 40.8

Current year interim dividend paid - 8.3p per qualifying ordinary share (2021; 7.9p) 214 21.0

62.2 61.8

Dividend policy and share buybacks

As part of the copital 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 a formal dividend policy or pay out ratio. The Group’s aim is to continue with progressive dividends which typically increase ot o steady rote
for both the interim and final dividend payments. In the event that the Board cannot identify sufficient investment opportunities through capital expenditure, organic
growth initictives and acguisitions, the return of funds ta shareholders through share buybacks or speciat 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 finencial statements.
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11. Intangible assets

Accounting policy

Intangible assets are disclosed as acquired intangible assets and nen-gcquired intangible assets. Amortisation of acquired intangible assets is treated as an
adjusting item as described in Note 3 as the impoct of any acquisitions, which are clearly identifiable, can materially impact the net book value, from period
to period.

i. Goodwill

Goodwill is initially 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 initial recognition, goodwill is measured at cost fess
any accumulated impairment losses. The value of the goodwiil can arise from o number of sources, but in relation to our more recent acyuisitions, it has been
represented by post-acquisition synergies and the skills and knowledge of the workforce.

ii. Research and Development
Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical knowledge and understanding, is recognised in the income
statement as an expense as incurred.

Expenditure on development activities, whereby research findings are applied to a plan or design for the production of new or substantially improved preducts and
processes, is capitalised provided benefits are probable, cost can be reliably measured and if, and only if, the product or process is technically and cornmercially
feasible and the Group has sufficient resources and intention to complete devalopment. The expenditure capitalised includes the cost of materials, direct labour
and directly attributable overheads. Other development expenditure is recognised in the income statement as an expense as incurred. Capitalised development
expenditure is stated at cost less accurnulated amortisation (see below) and impairment losses (see accounting policy "impairment’) and is included in the other
acquired or other non-acquired category of intangible ossets depending on its origin.

iii. Software development costs

Software applications and systems that are not an integral part of their host computer equipment are capitalised on initiol recognition as intangible assets at
cost. Cost comprises the purchase price plus directly attributable costs incurred on development of the asset to bring it into use. Following initic! recognition,
software development costs are carried at cost less any accumulated amortisation (see below) and accumulated impairment losses (see occounting policy
"Impairment’) and are included in the other acquired or other non-acquired 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 ot their fair value calculated by
reference to the net present value of future benefits accruing te the Group from utilisation of the asset, discounted ot an appropriate discount rate,

Expenditure on other internolly genercted intongible assets is recognised in the income stoternent os an expense as incurred.

v. Amortisation of intangible ossets 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 useful lives of the intangible assets. Amortisation commences from the date the intangible asset becomes available for use.
The estimated useful lives for:

« Capitalised development costs are the life of the intangible asset (usually a maximum of 17 years)

+ Software development costs are the life of the intongible asset (up to 17 yeors)

+ Customner relationships are the life of the intangible osset (up to 17 yeors)

+ Other intangible assets (including arder books, brands and software) are the life of the intangible asset (up to 10 vears}

The Group splits its intangible assets between those arising on acquisitions and those which do not, because the umortisation of acquired intangibles is recognised
as an odjusting item in the income statement.
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Analysis of intangible assets
Non-acquired
Acquired Other  Othernon-  intangibles Other
customer acquired oequired under intangible
Goodwill reletionships**  intangibles** gibles*  construction assets
£m Em £m £m £m £m
Cost
sat 1 Janvary 2021 487.4 244.0 132.3 170.2 9.8 556.3
Exchange adjustments (14.7) (7.9 (5.2) {3.00 (0.8} (16.9)
Acquisitions 7.4 51.4 58.2 109.4
Additions 4.5 6.8 113
Transfers from assets in the course of construction 6.9 6.9 -
Disposals (0.5) (3.6) {0.3) (&.4) (10.3)
As at 31 Becember 2021 569.6 2839 1850 172.2 8.9 650.0
Exchange adjustments 48.3 21.2 22.3 12.7 0.7) 55.5
Acquisitions (Note 23) 153.5 30.9 16.5 47.4
Additions 7.0 71 14.1
Transfers from assets in the course of construction 9.3 9.3 -
Dispesals (6.0) {6.0)
As at 21 Decemmber 2022 771.4 336.0 223.8 195.2 6.0 761.0
Amortisation
As at 1 Janvary 2021 379 204.8 106.7 94.5 406.0
Exchange adjustments (1.9 (7.7} (3.7) 0.9) (12.3)
Disposals (3.3) (0.3) (5.9 (9.5)
Impairment charge 0.1 0.1
Amortisation for year 10.5 4.5 146.2 31.2
As at 31 December 2021 360 204.3 107.2 104.0 - 415.5
Exchange adjustments 1.7 14.0 115 6.8 32.3
Acquisitions .
Disposals (6.0) {6.0)
Impairment charge 0.7 0.7
Amortisation for year 17.2 12.3 18.5 48.0
As at 31 December 2022 37.7 235.5 131.0 124.0 - 490.5
Net book value ot 31 December 2021 533.6 79.6 778 68.2 B.9 2345
Net book value ot 31 December 2022 733.7 100.5 92.8 71.2 6.0 270.5

* Other non-acquired intangibles includes capitatised development costs with a carrying valve of £33.1m (2021: £34.5m) and capitalised software costs with a carrying

value of £3B.1m (2021: £33.7m).

** An amount included in other acquired intangibles in prior period has been reclassified to acquired customer relationships as part of finalisation of provisional

accounting for Adaptas.
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11. Intangible assets (continued)

Goodwill impairment testing

Accounting policy

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date, aflocated to each of the Group’s cash-generating
units {or groups of 'CGUSs"). The composition of CGUs reflects both the way in which cash inflows are generated and the internal reporting structure. Where ayr
businesses operate closely with each other we will continue to review whether they should be treated as u single CGU. Each unit or group of units to which gocdwill
is allocoted represents the lowest Jeve) within the entity at which the goodwill is monitored for internsl management purposes and shall not be larger than on
cperating segment before aggregation.

Where goodwill forms part of a CGU and part of the operation within that unit is disposed of, the goodwill associated with the operation disposed of s inciuded in
the carrying amount of the operation when determining the gain or fess on disposal of the operation. Goodwill disposed of in this circumstance is measured based
on the relative values of the operction disposed of and the portion of the CGU retained.

Impairment

The carrying values of the Group's non-financial assets other than inventaries and deferred tax assets, are reviewed at each balance sheet date to determine
whether impairment indicators exist.

If indicators exists, the recoverable amount of the asset or all assets within its CGU is estimated, An impairment loss is recognised whenever the carrying arnount
of an asset or its CGU unit exceeds its recoverable amount. Impairment losses are recognised in the income statement.

For goodwill and assets that are not yet available for use, the recoverable amount is evaluated at each balance sheet date.

The recaverable amount of non-financial assets is the greater of their fair value less costs to sell and value in use. In assessing value in use, an individual assessment
is made of the estimated future cash flows generated for each CGU derived from the Group's long-term forecasts for the next five years. These are discounted

to their present volue using o pre-tox discount rate thot reflects current morket ossessments of the time volue of money and the risks specific to the osset.
Managerment believe that this approach, including the use of the indefinite cash flow projection, is appropriate bused upon both historical experience and because
it is one of the bases management utifise 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 other assets, on impairment loss is reversed if at the balance sheet date there are indications that 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 12 {2021:13) cash generdting units to which goodwill is 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 Board covering a five-year
period and include a terminal value multiple. The projected cash flows reflect the
lutest expectation of demand for products and services, including consideration
of the future impacts of climuate 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 achievement of the

forecasts themselves. Lang-term growth rates are based on long-term economic
forecasts for growth in the manufacturing sector in the geographical regions in
which the cash generating unit operates. Pre-tox discount rates specific to each
cash generating unit are caleulated 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 rate relevant to the jurisdiction in which the
cash flows are generated.

This exercise resulted in the use of the following ranges of values for the key
assumptions:

2022 2021

% %

Discount rate A8-133 | 7.3-112
Long-term growth rate 1.2-20 15-20

For the purpose of assessing the significance of CGUs, the Group uses a threshold
of 10% of the total geodwill balance. The recoverable amount of the CGUs is
determined from a value in use caleulation and the key assumptions used in this
calculation 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 below:

2022 Goodwill Discount  Growth
rate rate
£m % %
cGu
IMI Precision - Fivid GEM* 2089 10.3 2.0
IMI Critical - Petrochemical & Isolation 1174 10.0 2.0
IMI Critical - Control Valves 99.6 13.3 2.0
2021
cGU
IMI Critical - Petrochemical & Isolation 110.6 109 2.0
IMI Critical - Control Valves 959 10.8 2.0
IMi Precision Americas - Fluid Technologies 59.0 10.9 17

* IMI Precision Fluid OEM CGU is a new group of CGUs in the current year that
combines IMI Precision Americas - Fluid Technologies, IM] Precision EMEA -
Fluid Technologies ond Adaptas.

The goodwill balance of Heatmiser UK Ltd of £102.2m has not been included in
the 2022 analysis above due to provisional accounting used for the purchase price
allecation.

The carrying amount of Goodwill allocated to CGUs deemed to be non-significant
is £307.8Bm (2021: £268.1m).

Sensitivity to changes in assumptions

The key estimates reflect the combination of assumptions used, including the long-
terim 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 ameunt of goodwill arising from acquisitions prior to 1 January 2004
which had been deducted from the profit and loss reserves and incerporated inta
the IFRS transitional balance sheet as at 1 January 2004, amounted to £364m.

The cumulative impairment recognised in relation to goodwill is £41m (2021: £41m).
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12. Property, plant and equipment

This note details the physical assets used by the Group to generate revenues and profits, in addition to those disclosed in Note 13 'Leases’, These assets include
manufacturing, distribution and office sites, and equipment used in the manufacture of the Group's products. The cost of these assets represents the amount initially
paid for them.

Accounting policy
Freehold land and assets in the course of construction are not depreciated.
Items of property, plant and equipment are stated at cost less accumulated depreciation (see below) ond impoirment losses (see Note 11),

Whaere an item of property, plant and equipment comprises major components having different useful lives, they are accounted for as separate items of property,
plant and equipment. Costs in respect of tooling owned by the Group for clearly identifiable new products are capitalised net of any contribution received from
customers and are included in plant ond equipment.

Depreciation is charged to the income statement, from the date the asset is brought in to use, on a straight-line basis (uniess such a basis is not aligned with the
anticipated benefit) so as to write down the cost of assets to residual values over the period of their estimated useful lives within the follewing ronges:

- Freehold buildings - 25 to 50 years
+ Plant and equipment - 3 to 20 years
Assets in the course of construction comprise assets which are not currently ready to be brought in to use. Assets under construction are not depreciated.

If there has been a technofogical change or decline in business parformance the directors review the value of the assets to ensure they have not falfen below their
depreciated value. If an asset's value falls below its depreciated value, a che-off impairment charge is made cgainst profit.

Assetsinthe
Lond & Plont & course of
buildings equipment  construction Tetal
£m £m £m £m

Cost
As at 1 January 2021 189.6 698.2 169 904.7
Exchange adjustments {5.6) (27.3) (L.4) {(34.3)
Acquisitions (Note 23) 4.1 5.0 0.5 956
Additions 11 20.% 24.5 46.2
Transfers from assets in the course of construction 18 121 (13.9) -
Disposals (4.3) (33.9; (38.2)
As at 31 December 2021 186.7 674.7 26.6 §88.0
Exchange adjustments 8.7 43.9 {0.4) 52.2
Acquisitions (Note 23} 2.9 1.8 0.2 4.9
Additions 3.6 23.7 29.9 57.2
Transfers from assets in the course of construction 0.8 24.4 (25.2) -
Disposals (4.3) {32.8) {0.1) {37.2)
As at 31 December 2022 198.4 735.7 31.0 965.1
Depreciation
As at 1 January 2021 97.0 541.7 638.7
Exchange adjustments {0.6) (28.3) (28.9)
Disposals (2.6) (32.3) (369
Impairment charge 31 2.3 5.4
Depreciation 37 36.3 40.0
As at 31 December 2021 100.6 519.7 - 6203
Exchange adjustments 3.6 35.6 39.2
Disposals (2.1) {30.5) (32.8)
Reversal of impairment (1.9) 1.9 (2.9
Deprecigtion 4.7 37.2 41.9
As at 31 December 2022 104.9 581.0 - 5465.9
NBYV at 31 December 2021 86.1 155.0 26,6 267.7
NBV at 31 December 2022 93.5 174.7 31.0 299.2

A reversal of impairment £2.9m occurred during the year (2021: an impairment charge of £5.4m}. The recoverable amount of these assets has been determined using
their fair volue less costs to sell, estimated by both intarna) ond external voluation specialists.

Group contrdcts in respect of future capital expenditure which had been placed at the balance sheet date amounted to £3.7m (2021: £3.4m).
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13. Leases

Accounting 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 o right-of-use asset and a corresponding liability at the date at which the leased asset is available for use by the Group. Each lease
payment is allocated between the liability and finance cost. The finance cost is charged to the income statement over the lease period s as to produce a constant
periodic rate of interest on the remaining balance of the kability for each period. The right-of-use asset is depreciated over the shorter of the asset's useful life

and the lense term on a stroight finc basis.

Assets ond liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the net present value of:
i. fixed payments less ony lease incentives receivable;

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

ii. amounts expected to be payable by the Group under residual value guarantees;

iv. the exercise price of a purchase aption 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 cannot be determined, the entity's incremental berrowing rate is used,
being the rate that the entity would have to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with similar
terms and conditions.

Right-of-use assets are measured ot cost comprising:

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

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

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an expense in profit or loss. Short-term
leases are leases with a lease term of 12 months or less. Low-value assets comprise [T-equipment and small items of office furniture.

Extension and termination options - Extension and termination options are included in @ 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, mancgement considers all facts and circumstances that create an economic incentive to exercise an extension option, er not
exercise a termination option. Extension options (or periods after termination options} are only included in the lease term if the fease is reasonably certain to be
extended {or not terminated). Potential future cash outflows of £nil have not been included in the lease liability because it is not reasonably certain that the leases
will be extended (or not terminated).

The assessment is reviewed if a significant event or g significant change in circumstances occurs which affects this assessment and that is within the control of
the Group. During the current financial year, the financial effect of revising lease terms to reflect the effect of exercising extension and termination options was an
increase in recognised lease liabilities and right-of-use assets of £8.3m {2021: £11.0m),
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13. Leases {(continued)

Set out below are the carrying amounts of right-of-use assets recognised and the movements during the period:

Land & Plant &
buildings equipment Total
£m £m £m
As at 1 January 2021 7.6 13.0 85.6
Additions 149 5.0 19.9
Acguisitions 38 01 39
Extensions 12.4 0.7 131
Payment changes 0.5 0.1 0.6
Terminations (1.5) (0.4) a9
Deprecigtion expense (20.%) (7.4) (28.3)
Exchange 0.9 {0.5) (1.4)
As at 31 December 2021 80.% 10.6 1.5
Additions 27.9 7.3 35.2
Acquisitions - 0.1 0.1
Extensions 8.0 1.0 9.0
Payment changes 14 0.2 18
Terminations {0.5) {0.2) 0.7}
Impairment (0.6) - (0.6)
Depreciotion expense (25.0) (7.3) {32.3)
Exchonge 2.5 0.5 30
As at 31 December 2022 94.8 12.2 107.0
Set out below ore the carrying amounts of lease liabilities and the moverments during the period:
Land & Plant &
huildings equipment Total
£m £m £m
As at 1 January 2021 755 12.8 883
Additions 14.6 51 19.7
Acquisitions 38 01 3.9
Extensions 121 07 128
Payment changes (G.8) 01 (0.7}
Terminations {1.5) ©.3) (1.8)
Accretion of interest 26 0.2 28
Payrents 22.3) a7 (30.0
Exchange (0.8) (0.3 .y
As at 31 December 2021 83.2 10.7 23.9
Additions 237 73 310
Acquisitions - 0.1 0.1
Extensions B1 1.0 2.1
Payment changes 1.7 0.2 19
Terminations (0.5} (0.2} 0.7}
Accretion of interest 26 0.2 28
Payments (21.2) 7.9 (35.1}
Exchange 2.2 0.5 7
As at 31 December 2022 938 11.9 105.7
Current 20.0 5.8 25.8
Non-current 73.8 6.1 799
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The following are the amounts recognised in the incorne statement:

2022 2021

£m £m
Depreciation expense of right-of-use assets (32.3) (28.3)
Interest expense on lease liabilities (2.8) (2.8)
Total amount recognised in profit or loss (35.1) {31.1)

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 portfolio of leases with reasonably similar characteristics

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

Future cash outflows that the Group is potentially exposed to in relation to the measurerment of lease liabilities which have not been reflected is £nil (2021: Enil).
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14. Retirement benefits

Accounting policy
i. Defined contribution ('DC’) pension plans

Arrangements where the empioyer pays fixed contributions into an extarnal fund on behalf of the emplayee (who is responsible far making the investment decision
and therefore assumes the risks and rewards of fund performonce). Contributions to defined contribution pension plons are recognised os on expense in the
income statement as incurred,

it. Defined benefit ('OB'} pension plans

A defined benefit pension pkin is a pension arrangement in which the employer prorises a specified annual benefit on retirement that is pre-determined by o
formula based on the employee’s earnings history, tenure of service and age, rather than depending directly on individual investment returns. In some c¢ases, this
henefit is paid as a lump sum on leaving the Company or while in the service of the Company rather than as a pension, The Group underwrites one or more risks in
meeting these obligations and therefore any net ligbility 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 hove gorned in return for their service in the current ond prior periods; that benefit is discounted to detenmine its present volue, ond the fair value of any
plan assets are deducted. Post service costs are recognised in profit or loss on the earlier of the date of the plan cmendment or curtailment, and the date thet the
Group recognises restructuring-related costs. The discount rate is the yield at the balance sheet date on high quality corporate bonds of the appropriate currency
that have duraticns opproximating those of the Group's obligations. The caleulation is performed by a qualified actuary using the projected unit credit method.

At each year end the Company and the focal actuaries consider whether the plans are affected by the asset ceiling requirements. When the calculation results in

a net asset to the Group, the recognised asset is limited to the present value of any future refunds from the plan or reductions in future contributions to the plan
and restricted by any relevant asset ceiling. Any deduction made by the tax autherities in the event of a refund of & surplus would be regarded by the Greup as an
income tax.

When the benefits of o plon ore improved, the expense is recognised immediotely in the income stotement. Re-meoasurement gains and losses are recognised
immediately in equity and disclosed in the statement of comprehensive income.

ifi. Long-term service and other post-employment benefits

The Group's net obligation in respect of long-term service and cther 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 obligotion is colculated using the projected unit credit method and is
discounted to its present valve and the fair velue of any related assets is deducted. The discount rate is the yield ot the bolance sheet date en high quality bonds
of the appropriate currency that have durations approximating those of the Group's obligatiohs.

Key source of estimation uncertainty

Key source of estimation yuncertainty -The present value of the Group's defined benefit pension plans and other post-emplayment benefits are determined
using actuarial valuations. An actuarial valuation invelves 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 is set out below. 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 deficit: £18.9m (2021: surplus of £62.5m)

The assets and liabilities of the defined benefit schemes are aggregated, recognised in the consolidated balance sheet and shown within nen-current liabilities or in

noh-current assets if a scheme is in surplus and it is deemed recoverable.

Number of DB arrangements: 70 (2021: 70}
There has been no change to the number of schemes during the year.

The following table shows o summary of the geographical profile of the Group's defined benefit schemes:

Net surplus/
Quantity Quantity Assets Ligbilities {deficit)

2022 2021 £m £m £m
Australia 3 3 (0.4) (0.4)
Austria é 6 (2.4) (2.4)
France 3 3 0.2 (0.9 0.7)
Germany 30 30 7.0 (42.8) (35.8)
India [ 6 (1.2) (1.2)
Italy [] 6 (2.2) (2.2)
Mexico 5 ) {0.8) (0.8)

Spain 2 2

Switzerland 5 5 74.0 (73.9) 0.1
UAE 1 1 1.3) (1.3)
us* 2 2 (2.6} (2.6)

UK 1 1 3253 {296.9) 28.4
70 70 4065 (425.4) (18.9)

* The US deficit above excludes £1.8m of assets relating to vngualified plans classified as investments (see Note 17},

As at 31 December 2022, the Group has recognised ¢ net defined benefit surplus of £28.4m (2021: £129.0m) for the UK Deferred Fund. No asset ceiling has been
applied to the net surpius recognised since the Group has an uncenditional right to a refund of surplus assets following the settlement of the liabilities.

The Group provides pension benefits through a mixture of funded and unfunded DB and DC arrangements. Assessments of the obligations of the defined benefit plans
are carried out by actuaries, based on the projected unit credit methed. A historical split of the types of defined benefit schemes in operation is as follows:

* Final salary scheme: The pension available to a member in a final salary

% _— % arrangement will be a propartion of the member's salary at or around their
Qty Assets of total Liabilties _°f.t°f°| retirement date. This proportion will be determined by the member's fength
Type of scheme No. £m assets £m linkilities of pensionable service, their accrual rate and any particular circumstances
2022 under which the member retires (for exomple early ill-health retirement).
Final salary* 25 3259 79% (333.8) 78% ** Cash balance: A cash balance scheme is a form of defined benefit pension
Cash balance** 12 79.1 19% (76.3) 18% under which the member has the right to a defined lump sum on retirement
Jubilee Awards*** 14 - 0% .7 1% rather than a defined amount of pension receivable. For example a cash
Other 19 7.2 2% (12.8) 3% balance plan may have minimum or guaranteed rates of return on pension
Total 70 412.2 100% (425.4) 100% contributions. The amount of pension te which that lump sum may be
Asset ceiling 5.7 converted .is determined by the annuity rates prevailing at the time
- of conversion.
Revised assets 406.5
*** Jubilee Awards: Jubilee plans provide for cash aword payments which are
2021 based on completed lengths of service, These payments are often made on
Final salary* 25 6325 88% (549.2) B4% cessation of service with the company, subject te a minimum period of service.
Cash balance™* 12 B0.6 11% (87.1) 13%
Jubilee Awards*** 14 - 0% (3.0) 0%
Other 19 [-X) 1% (17.9) 3%
Total 70 719.7 100% (657.2) 100%
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14, Retirement benefits {(continued)

Asset profile of schemes

The following table sets out the profile of the overoll assets of the schemes (to
give an indication of their risk profile), the comparative amounts of the funded
and unfunded defined benefit liabilities ('DBOs”) and a split of the balance sheet
impact between schemes with a net pension surplus and @ net pension deficit.

2022 2021
£m £m
Quoted equities 24.7 278
Quoted bonds 233 256.8
Total quoted assets 4£8.0 284.6
Unquoted equities 103.3 1208
Insurance policies* 272.0 2547
Property 19.5 200
Other** (30.8) 39.6
Total unquoted gssets 364.2 4351
Fair value of ossets £12.2 719.7
Restriction due to asset ceiling {5.7) -
DBOs for funded schemes (378.3) (598.1)
DBOs for unfunded schemes (47.1) (59.1)
Surplus/{deficit) for DBOs (18.9) 62.5
Schemes in net pension deficit (&7.4) (66.5)
Schemes in net pension surplus 28.5 129.0

* The value of the insurance policies match the value of the lAS 19
liabilities insured,

** 'Other' assets primarily consists of cash, turrency swaps and UK commercial
real estate debt.

The overseas assets of £86.9m (2021: £87 Bm) comprise equities of £24.7m (2021:
£27.8m), bonds of £21.0m (2021: £20.2m), insurance of £7.5m (2021: £4.1m),
property of £19.5m (2021: £19.2m) and other assets of £14.2m (2021: £16.5m).
This excludes the impact of the restriction due to the asset ceiling of £5.7m (2021:
£nil) associated with schemes in Switzerland and Germany.

Funded: The majority of the Group defined benefit and other post-employment
benefit arrangernents ore funded, which means they are linked to specific plon
assets thot have been segregated in a trust or foundation.

Unfunded: Plans that are not funded are those that are not backed by segregated
assets. These include some pension plans but also a number of other long-term
arrongements for the benefit of our employees, with benefits payable while they
are employed by the Group but more than 12 months after the reloted service

is rendered. Actuarial gains and losses on other long-term arrangements are
recognised in the income statement in the period in which they arise.

Average duration by geography

The following table shows the weighted average number of years (or durgtion)
over which pension benefits are expected to be poid.

Location 2022 2021
UK 15.4 217
Switzerland 14.1 168
us 5.1 55
Eurozone 11.9 14.6

The UK Funds

The United Kingdom constitutes 70% (2021: 77%}) of totol defined benefit
liabilities and 80% (2021: 88%) of total defined benefit assets. Historically, the IMI
Pension Fund offered final salary benefits to UK employees until it closed to new
entrants in 2005 and to future occrual on 31 December 2010 In December 2014,
winding-up procedures commenced and those members who were not eligible

or did not take up the offer of a single ¢ash fump sum transferred to one of twe
new Funds (IMI 2014 Pensioner Fund or the IM| 2014 Deferred Fund - ‘the UK
Funds’}. Ongoing pension benefits in the UK are provided via the Trustee’s defined
contribution plan - The IMI Retirement Savings Plan. All UK pension assets are run
on behalf of the Trustee by the Board of the IMI Common Investment Fund.

Liability management

During 2022, the Group completed an insurance buy-in exercise for the remaining
uninsyred members, The Trustees agreed to defer part of the premium owed to
the insurance company for this buy-in and the outstanding amount is expected
to be paid over the next 5 years. The present value of the deferred premium has
been deducted from the total asset value for the current year. Consistent with
the accounting treatment of previous buy-in transactions, the impact has been
recognised in the other comprehensive income statement.

During 2021, the Group completed a bulk insurance buy-in exercise in relation to
certain members of the UK Deferred Fund. The difference between the value of
the liabilities insured and the cost of the premium to insure them of £26.4m was
recognised as a loss in other comprebensive income.

Contributions

The March 2021 Valuation was completed in December 2021 and the Funds’
Actuary certified thot no deficit funding contributions would be required over and
above the projected investment returns and the scheduled payments, of £7.0m
per annum, dug from the Scottish Limited Partnerships until the earlier of full
funding of the UK Deferred Fund or 2030,

During 2022, the Group ceased contributions to the Scottish Limited Partnership
as the UK Deferred Fund is fully funded. The final payment of £3.5m for 2021 was
made in Februgry 2022,
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Specific effect on the financial statements

The corresponding entries for increases and decreases in the net pension deficit
reported in the balance sheet are reflected as follows:

The table below reconciles the movement in the UK and overseas net defined
benefit (obligation)/surplus between 1 January 2022 and 31 December 2022,

i. Cash flow statement: When the Group makes cash contributions to fund UK Overseas Total
the pension deficit/surplus they are reflected in the cash flow statement and £m Em £m
reduce the net deficit/increase the net surplus. Net defined benefit surplus/(abligation)

ii. Income statement: Movernents in the overall net pension deficit/surplus are at 1 Janvary 2022 129.0 (66.5) 625
recognised in the incorme statement when they relate to changes in the overall Movement recognised in:
pension promise, due to either an additienal period of service (known as ‘current Income statement 2.3 (6.0) 3.7
service cost’), changes to pension terms in the scherne rules (known as ‘past ocl (102.9) 20.2 82.7)
service cost’), or closure of all or part of a scheme (known as settlements and Cash flow statement R 8.2 8.2
curtailments). The interest charge/income on the net deficit/surplus pesition is . ’

i . ) Exchange movements - (3.2) (3.2)

also recegnised in the income statement. ——

o ) Net defined benefit surplus/(obligation)

iii. Orther comprehensive income (OCI): Movernents in the overall net pension at 31 Decemnber 2022 28.4 (47.3) 189

deficit/surplus are recognised through OCl when they relate to changes in

actuarial assumptions or the difference (‘experience gain or loss'} between
previous assumptions and actuol results.

Risks faced by the schemes

The main risks that the Group face in respect of the UK Deferred Fund, which makes up 70% of the Group's liabilities, are:

Risk

Description/mitigation

Interest rate risk

Under IAS 19, the discount rate should be set with reference to the yield on high quality corporate bonds (typically token to mean those
rated AA) of term appropriate to the duretion of the ligbilities.

A decrease in corporate bond yields and therefore the resulting discount rate, leads to a higher value being placed on the pension liabilities.

The Trustees' investment strategy for the UK Deferred Fund includes investing in liability-driven investments ond 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) whereas AA corporate bonds are implicit in the
I1AS 1% discount rate and so there is some mismatching risk to the Group should yields on gilts and corporate bonds diverge. The Scheme'’s
exposure to corporate bonds mitigates this risk to some extent.

In the UK Deferred Fund, a large proportion of the benefits are linked to inflation. Therefore, an increose in inflation would lead to higher

To mitigate this risk, the UK Deferred Fund aims to hedge 100% of the Fund's liabilities against inflation risk. The Trustee's investment
managers measure and monitor the hedging arrangements in place and the latest performance report shows this target is being met.

The UK Deferred Fund holds investments in asset classes, such as private equity and property, which have volatile market values. These
assets are expected to provide better returns than Government bonds over the long-term. However, the short-term volatility can cause
additional funding to be required, if a deficit emerges. As these investments make up around 27% of the total assets, the risk to the Group

The majority of the plans’ obligations are to provide benefits for the life of each retired member and his/her spouse, so increases in life

Inflation risk

benefits being paid than expected.
Investment risk

is relatively small.
Maortality risk

expectancy result in on increase in the plans’ liabilities.
An increase of one year in life expectancy for the UK Deferred Fund would act to increase liabilities by ¢.£10.4m.

The Group has an objective to insure benefits as members retire in order to reduce mortality risk.
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14. Retirement benefits (continued)

Cash flow impacts

2022 2023
UK Ovarseas Total UK Overseas Total
£m £m £m £m £m £m
Amounts from employees - 23 23 - 2.2 22
Amounts from employers 35 29 6.4 7.0 2.7 9.7
Benefits and settlements paid directly by the Group - 5.3 53 - 41 4.1
Total 35 10.5 14.0 7.0 2.0 160

The expected contributions to the DB arrangements in 2023 are £2.9m of nermal employer contributions ond £2.4m of normal employee contributions, both in relation

to overseas pension funds.

Other comprehensive income

Movements in pension assets and liobilities that arise during the year from changes in actuarial assumptions, or because actual experience is different from the

actuarial assumptions, are recognised in equity via other comprehensive income. These movements are analysed below:

2022 2021

Overseas Qverseas Overseas Overseas

post non-post post non-post
UK emplyment employment Total UK employment employment Total
£m £m £m £m £m £m £m £m
Change in discount rate 203.9 240 229.9 499 8.0 57.9

Change in inflation 2.2 9.3 115 {16.0) - {16.0)

Change in other assumptions 2.3 - 2.3 5.4 32 8.4
Actuorial experience - Liabilities (2.1) {1.2) (3.3) 3.6 14 5.0
Asset experience {309.2) {8.5) {317.7) 8.0 7.4 15.4
Actuarial (losses}/gains in the year {102.9) 25.6 (77.3) 50.9 200 70.9
Change in the asset ceiling (5.4) {5.4) -
Exchange (losses)/gains {2.8) (0.4) (3.2) 40 0.3 4.3
(Losses)/gains recognised through equity {102.9) 17.4 (0.4) (85.9) 50.9 240 03 75.2

IMI takes advice from actuaries regarding the appropriateness of the assumptions used to determine the present value of the defined benefit obligations. These
assumptions include the discount rate applied to the assets and liabilities, the life expectancy of the members, their expected salary and pension increases and inflation.

The assumptions used for this purpose in these financial staternents are summarised below:

Weighted Averoges
31Dec 2022 31 Dec 2021 31 Dec 2020

UK* Qverseas UK Overseas UK Overseas

% pa % pa % pa % pa % pa % pa

Inflation - RPI 3.4 n/fa 3.4 nfa 3.1 nfa
Infiation - CPI (pre-2030) 2.4 1.5 2.4 13 21 13
Inflation - CPI (post-2030) 3.4 1.5 3.4 13 31 13
Discount rate 4.8 3.0 19 08 1.4 0.4
Expected salary increases nfa 18 n/a 17 nfa 16
Rate of pension increases 33 0.5 3.3 0.7 31 0.7

* Assumptions based on 31 December 2022 market conditions and based on the weighted average of various buy-in pelicy assumgptions.

“* Assumptions based on 31 December 2021 UK market conditions excluding buy-ins.




tntreduction

Strategic Report

Corporate Governance

Financial Statements

203

2022 2021 2020
Yeors Years Years
Life expectancy (IMI Pension Fund only)***
Current male pensioners 215 218 21.8
Current female pensioners 23.9 241 24.6
Future male pensioners 22.8 231 235
Future female pensioners 25.4 25.6 26.4

*** Life expectancies are bosed on members with a pension size of £5k-£ 20k for male members and £1k-£8k for fernale members.

The mortality assumptions used 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 as at 31 March 2021. The assumptions used as at 31 December 2022 have been based on the
results of this review, with the allowance for improvements over time updated to reflect the latest data available.

The table below illustrates how the UK Funds' net pension surplus would decrease
(excluding the impact of infiation rate and interest rate hedging), as at 31 December
2022, in the event of the following reasonable changes in the key assumptions above.

The table below shows how the net pension deficit for IMI's non-UK plans would
increase, in the event of the following reascnable changes in the key
assumptions above.

UK 2022 2021 Non-UK 2022 2021

£m fm £m £m
Discount rate 0.1% pa lower”™ 5.0 110 Discount rate 0.1% pa lower 1.4 2.5
Inflation-linked pension increases 0.1% pa higher 40 00 Salary increases 0.1% higher 0.3 0.3
Increase of one year in life expectancy from age 65 10.0 18.0 Increase of one year in fife expectancy at age 65 2.7 4.2
10% faii in non-bond-like assets** 110 370

* Due to the volatility of the discount rate year on year, sensitivities using a
percentoge 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 and insurance policies.

In each case all other assumptions are unchanged.

Income statement

In accordance with IAS 19, pension cests 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):

2022 2021
Overseas Overseas Qverseas Overseas
post non-post post non-post
UK employment employment Total UK  employment employment Total
£m £m £m £m fm fm Em £m
Current service cost 4.5 0.8 53 51 0.8 59
Settlement/curtailment gain - (0.4} (0.4)
Recognition of gains {0.1) {0.1) -
Pension expense/(income) - operating costs - 4.5 0.7 5.2 (0.8) 5.1 08 5.5
Interest on DBO 2.2 11 0.1 10.4 2.0 0.6 0.1 27
Interest on assets {11.5) {0.4) (11.9) (10.8) {0.1) (10,7
Interest (income)/expense - financing costs {2.3) 07 0.1 {1.5) {1.6) 0.5 0.1 {1.
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14. Retirement benefits (continued)

Overall reconciliation of changes in the net (liability)/surplus for DBOs

2022 2021
Net DB Net DB
Asset asset/ asset/
DBO Asseots ceiling (liability) DBO Assets {liability)
£m £m £m £m £m fm £m
Brought forward at stort of year (657.2) 719.7 - 625 (740.8) 718.8 (22.0)
Income statement (charges)/credits
Current service cost {5.3) (5.3) (5.9} (5.9
Settlements 1.2 (1.2) - 253 (24.9) 0.4
Net interest (cost)/income on net DB (liability)/asset {10.4) 119 15 (2.7) 10.7 1.0
Immediate recognition of gains/(losses) -
other long-term benefits 0.1 0.1 -
Total charged to income statement {14.4) 10.7 - 3.7) 9.7 (14.2) (4.5)
R ements recog| d in other
comprehensive income
Actuarial {loss)/gain due to actuarial experience {3.3) {3.3) 50 50
Actuarial gain due to financial assumption changes 241.6 241.6 419 41.9
Actuarial gain due to demographic ossumption changes 2.2 2.2 B.6 8.6
Return on plan assets* less than discount rate {317.8) (317.8) 15.4 15.4
Change in asset ceiling (5.4) (5.4) -
Totul remeasurements recognised in other
comprehensive income 240.5 (317.8) (5.4) (82.7) 555 15.4 70.9
Cash flows in the year
Empioyer contrifiutions 2.9 2.9 9.7 9.7
Ermnployee contributions (2.3) 2.3 - (2.2) 2.2
Benefits poid directly by the Company 53 5.3 41 4.1
Benefits poid from plan assets 13.6 (13.6) 108 (10.8) -
Net cash inflow/(outflow) 16.6 (8.4) - 8.2 127 11 13.8
Other movements
Changes in exchange rates (10.9) 8.0 (0.3) (3.2) 57 (1.4) 4.3
Total other movements (10.9) 8.0 (0.3) (3.2) 57 (1.4) 4.3
Carried forward at end of year (425.5) 412.2 (L)) {18.9) (657.2) 719.7 62.5

* Net of management costs.
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15. Inventories

Accounting policy

Inventories are valued at the lower of cost and net realisable value. Due to the varying nature of the Group's operations, both first in, first out and weighted average

methedologies are employed. In respect of work in progress and finished goods, cost includes all direct costs of production and the appropriate proportion of

production overheads.

The Group sells a 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 inventery. The amount of inventory provision recognised is disclosed below:

Inventories

2022 2021
£m £m
Raw materials and consumables 169.0 135.4
Work in progress 136.7 107.0
Finished goods 110.6 928
416.3 335.2

Inventories are stated after:
52.5 46.2

Allowance for impairment

In 2022, the cost of inventories recognised as an expense {being segmental cost of sales) amounted to £1,112.1m (2021: £1,004.6m).

In 2022, the write-down of inventories to net realisable value amounted to £0.1m (2021: £0.4m). The reversal of write-downs amounted to £nil (2021: £nil).
Write-downs and reversals in both years relate to ongoing assessments of inventary obsolescence, excess inventory holding and inventory resale values across all

of the Group's businesses.
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16. Trade and other receivables

Accounting policy

The recoverable amount of the Group's receivables other than financial assets held at fair value is calcviated as the present value of expected future cash fiows,
discounted 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 geographical location in which they operate,
histerical collectability and the customer's financicl position, where this information is known.

Trade and other receivables

2022 2021
Em £m
Current

Trade receivables 368.5 325.4
Prepayments* 23.6 29.6
Acerued income” 23 0.3
Other receivables 0.5 58.7
4849 414.0

Receivables are stated after:
Allowance for impairment 16.4 15.7

* 'Prepayments’ and 'Accrued income' are now disclosed separately given their
quanturn. Prior period comparatives have been re-presented.

Credit risk

Credit risk is the risk of financial loss to the Group if g customer or counterparty to
a financial instrument fails to meet its contractual obligations, and arises principally
from the Group's receivables from customers, cash ond cash equivalents held by
the Group's banks and other financial assets. At the end of 2022 these totalled
£526.1m (2021: £446.0m).

Managing credit risk arising from customers

The Group's exposure to credit risk is influenced rmainly by the individual
characteristics of each customer. The demographics of the Group's customer base,
including the default risk of the industry and country in which customers operate,
have less of an influence on credit risk. Our largest single customer accounted for
2% of our 2022 revenues (2021: 3%).

Geographically there is no unusual concentration of credit risk. The Group's contract
approval procedure ensures that large controcts are signed off at 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 documentary credits where oppropriate.

Exposure to credit risk in respect of trade receivables

Carrying amount

2022 2021

£m £m

UK 18.1 129
Germany 33.0 249
Rest of Europe 98.3 833
USA 75.7 625
Asic Pacific 95.6 93.4
Rest of World 47.8 48.4
358.5 325.4

The moaximum exposure to credit risk for trade receivables at the reporting date by
segment was as follows:

Carrying amount

2022 2021
£m £m
IMI Precision Engineering 164.2 128.3
IMI Critical Engineering 147.1 1538
IMI Hydronic Engineering 57.2 43.3
35685 325.4
Impairment provisions for trade receivables
The ogeing of trade receivables at the reporting dute wos:
2022 | W0
Gross  Impairment Gross  Impairment
£m £m £m £m
Not past due 317.0 {0.1) 2858 (0.3)
Paost due 1-3C days 30.7 {0.9) 245 (1.0)
Past due 31-90 days 14.4 {0.9) 9.2 1.1)
Past due over 90 days 22.8 (14.5) 216 {13.3)
Total 384.9 (16.4) 3411 {15.7)

The net movement in the allowance for impairment in respect of trade receivables
during the year was as follows:

2022 2021
£m £m
Net balance ot 1 January 15.7 19.5
Acquisitions {0.5) (0.1)
Utilised during the year 2.0 (3.0
Charged to the income statement {C.1) 1.7
Released {1.5) (1.3)
Exchange 0.8 (1.1)
Net balance at 31 December 16.4 15.7

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 2022, credit exposure including cash deposited did not exceed £16.0m with any
single institution (2021: £15.8m).
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17/. Financial assets and liabilities

Financial instruments included in the financial statements are measured at either fair volue or amortised cost. The measurernent of this fair value con in some cases
be subjective, and can depend on the inputs used in the calculations. The Group generally calculates 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 clussificotion of each class of financial assets and liabilities, and their fair values at 31 December 2022 and 31
December 2021. Under IFRS 9, all derivative financial instruments not in o hedge relationship are classified as derivatives at fair value through the income statement.
The Group does not wse derivatives for speculative purposes and transacts all derivatives with suitable investment grade counterparties. All transactions in derivative
financial instruments are undertaken to manage the risks arising from the Group's business activities.

Fair value
Other Financial At Total
Designated dert assets ot amortised carrying Fair vaive
at fairvalue  at fair value fair valee™ cost valve  if different
£m £m £m £m £m £m
2022 _ 3
Cash and cash equivalents 133.0 - _m 133.0
Bank overdrafts 938 (938
Borrowings due within one year ' (1_5‘6‘;)- 1 (150.1) {150.1)
Borrowings due after one year (595.68)]]  (595.4) {554.2)
Lease liabilities aos.ni s
Irade and other payables** (447.6) (447.6)
Irade recevables 3685 368.5
Investinents 20 i 20
Uther current hinancial assets/{liabilities) . e
Derivative assets™** 15.7 I 15.7
Dervative liabilities**** {3.9) {9.9) {13.8)
Total (3.9 5.8 1350  _(1,0241) _  (887.2)
2021
Cash and cash equivalents b 4.6
Bank overdrafts {65.5) (65.5)
Borrowings due within one year (127.7) (127.7) (128.3)
Borrowings due after one year (430.3) (430.3) (446.6)
Lease liabilities (93.9) (93.9)
Trade and other payables™ (406.9) {406.9)
Trade receivables 325.4 325.4
[nvestments 29 2.9
Other current financial assets/(liabilities)
Derivative assets*** 4.9 51 10.0
Derivative ligbilities**** {6.3) (6.3)
Total 49 1.2) 975 (798.9) (697.7)

*  This classification includes iterns 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 liobilities of £9.9m (2021: £6.5m) falling due ofter more than one year.

" Includes £2.6m (2021: £0.1m} falling due after rmore than one year.

**** Derivative liabilities include liobilities of £0.4m (2021: £0.2m) falling due after more than one year: £0.4min 1-2 yeors and £nil in 2-3 years (2021: £0.1min 1-2
years and £0.1m in 2-3 years). Derivative liabilities designated at fair valve represent the fair value of unsettled net investment hedge derivatives. The decrease in
value of net investment hedge derivatives in the year of £8.8m is shown in the consolidoted statement of comprehensive income.

The increase in cther derivative assets and liabilities at fair value of £7.0m is recognised in the income statement and consists of a £7.8m increase of unsettled net
foreign currency and metal forward contracts, which are not designoted as hedges for accounting purposes and a decrease of £0.8m of forward contracts to be

utilised against specific trade receivables and trade payables.

There are no other financial liabilities included within payables disclosed above.
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17. Financial assets and liabilities (continued)

Fair value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technigue:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.

Level 2: other technigues for which all inputs which have a significant effect on the recorded fair value ore observable, either directly or indirectly.

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on observable market data.

The following table shows the Group's financial instruments held ot fair value {excluding cash):

Guoted prices in
active markets Significant

for identical other
assetsand  observable Unobservable
liabilities inputs inputs
Level 1 Level2 Level3 Total
£m £m £m £m
As at 31 December 20272
Financial assets measured ot fair value
Equity instruments* 2.0 20
Foreign currency forward contracts 15.7 15.7
20 15.7 7.7
Financial liabilities measured at fair value
Fareign currency forward contracts (13.8) (13.8)
(13.8) {13.8)
As at 31 December 2021
Financial assets measured at fair value
Equity instruments* 2.9 29
Foreign currency forward contracts 10.0 100
29 100 TT12.9
Financial liabilities measured at fair value
Fareign currency forward contracts (6.3) {6.3)
(6.3) (6.3)

* Equity instruments primarily relate to investments in funds in order to sotisfy long-term benefit arrangements.

Valuation techniques for level 2 inputs

Derivative assets and liabilities of £15.7m and £13.8m respectively are valued by level 2 techniques. The valuations are derived from discounted contractual cash flows
using observable, and directly relevant, market interest rates and foreign exchange rates from market datc providers.

Valuation techniques for level 3 inputs

At 31 December 2022, the Group held cne 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 payobles 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.

Leng-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 aption exists. The fair values are evaluated by the Group based on parameters such as interest rates and relevant credit spreods.

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 swops and metal hedges, are valued using comparable observed market
prices and a valuation modet 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 te 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 Corporate Governance
Report on page 101 the Executive Committee monitors risk and internal

controls and the Audit Committee monitors financial risk, while the cther Board
committees also play a 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 relation to the financial risks
faced by the Group. The Group Assurance department undertakes both regular
and ad-hoc 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 financial risk factors in
detail, including market risk, foreign exchange risk, interest rate risk, commodity
risk and liquidity 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 commeodity prices will affect the Group's income and
cash flows or the value of its financial instruments. The objective of market risk
management is to manage and control market risk exposures within acceptable
parometers.

Under the management of the central Treasury function, the Group enters into
derivatives in the ordinary course of business and also manages financiaf liabilities
in order to mitigate market risks. Al 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 (*transactionat
risk'}, translation of foreign profits ('profit translation 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 base and customer
locations helps to reduce the impact on profitability of swings in exchange

rates as well as creating epportunities for central netting of exposures. It is the
Group's policy to minimise risk to exchange rate movements affecting sales and
purchases by economically hedging or netting currency exposures at the time of
commitment, or when there is a high probability of future commitment, using
currency instruments (primarity forward exchange contracts). A preportion 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 te be hedged at any peint
in time and the Group's net transactional exposure to different currencies varies
from time to time.

Management of profit translation risk

The Group is exposed to the translation of profits denominated in foreign
currencies intoe 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 contracts may be used to provide limited
protection against sterling strength on an opportunistic basis. The translation
of US dollar and euro-based profits represent the most significant transiation
exposures for the Group.

Management 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
retranstation of currency net assets at balance sheet dotes.

To the extent that an instrument used te hedge a net investment in o foreign
operation is determined to be an 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 £288m (2021: £340m) of loans in a net investment
hedge of USD net assets and £281m (2021: £193m) of EUR net assets. No
ineffectiveness was recorded (2021: nil} and a loss of £8.8m (2021: £0.5m loss)
waos taken to the translation reserve. The amount accumulated in this reserve

in respect of geins/losses arising on hedging instruments designated in net
investment hedges up to 31 December 2022 was an accumulated loss of £1.2m
{2021: accumulated profit of £7.6m).
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18. Financial risk management (continued)

Currency profile of assets and liabilities

Assets and

fiabilities

subject
Lease Exchange to interest Other Total Total
Cash* Debt liohilities contracts raterisk  net assets** net assets net assets
2022 2022 2022 2022 2022 2022 2022 2021
£m £m £m £m £m £m £m £m
Sterling (68) ()] (16) 209 48 143 191 207
US dollar (%) (288) " (301) 669 368 178
Euro 52 (381) (31) (106) (466) 530 64 143
Other 59 (50) (103) (94) 377 283 231
Total 39 (746) {106) - {813) 1,719 906 779

* Cash is stated net of overdrafts.

** Other net assets includes leased assets: £14.9m Sterfing (2021: £16.5m), £8.1m US Dollar (2021: £10.6m), £33.3m Euro {2021: £15.5m} and £50.7m
Other (2021: £48.9m).

Exchange contracts and non-sterling debt are financial instruments used as currency hedges of overseas net assets.

Interest rate risk

The Group is exposed to a number of globat interest rates through assets and liabilities denominated in jurisdictions to which these rates are applied, mest notably US,
Eurozene and UK rates. The Group is exposed to these because market movements in these rates willincrease 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 rete exposure to ensure that if
interest rates rise globalily the effect on the Group's income statement is manageable.

Interest rates are managed using fixed and floating rate debt and financial instruments including interest rate swaps. Floating rete liabilities comprise short-term debt
which bears interest ot short-term bank rates and the liability side of exchange contracts where the interest element is based primarily on three-month inter-bank rotes.

All cash surpluses are invested for short periods and are treated os floating rate investments.

Nan-interest bearing financial assets and liabilities including short-term trade receivables and payables have been excluded from the following analysis,
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Interest rate risk profile

The following table shows how much of our cash, interest-bearing liabilities and exchonge contracts attract both fixed and flocting rate interest charges, and how this is

analysed between currencies:

Assets Weighted
Debt and Coash and subject Weighted avarage
exchange exchange tointerest Floating Fixed average period
contracts® contracts rate risk* rate rate fixed for which
2022 2022 2022 2022 2022 interestrate rateis fixed
£m £m £m £m £m % years
Sterling (94) 141 &7 47
US dollar 297) (4) {301) (136) {165) 3.9 3.6
Euro 517) 82 {465) (84) (381) 2.3 5.0
Other {153) 59 (94) (94)
Total (1,061) 248 {813) (267) (546)
* Net of lease liobilities; £16m Sterling, £9m US Doilar, £31m Euro and £50m Other.
Assets Weighted
Debt and Cash and subject Weighted average
exchange exchange to interest Floating Fixed average period
contracts™ contracts rate risk** rate rate fixed for which
2021 2021 2021 2021 2021 interestrate  rateis fixed
£m £m £m Em £m % yedrs
Sterling (200 19 [¢)) (1)
US dollar (371) 196 (175) (15) {160} 4.1 4.4
Eure (440) 41 (399) (206) (193) 14 4.3
Other (142) 94 (48) (48)
Total (973} 350 (623) (270) (353)

** Net of lease liabilities; £17m Sterling, £11m US Dollor, £15m Euro and £51m Other.

Market risk sensitivity analysis on financial instruments

In estimating the sensitivity of the financial instruments all other variables are held constant to determine the impact on profit before tax and equity. The analysis is for

illustrative purposes only, us in practice morket rates rarely change in isolation.

The values shown in the tabie below are estimates of the impact on financial instruments only. Actual results in the future may differ materially from these estimates.

As such this table should not be considered as a projection of likely future gains and lesses in these financial instruments.

Sensitivity table

The outputs from the sensitivity analysis are estimates of the impact of market risk assuming that the specified changes occur only to the financial derivatives and
do not reflect the opposite movermnent 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 in intarest weakening strengthening bose metal  base metal
rates rates in sterling in sterling costs costs
£m £m Em £m £m £m
At 31 December 2022
Impact on income statement: gain/(toss) 20 (2.0) (1.3) 11.2
Impact on equity: (loss)/gain (77.2) 77.2
At 31 Decemnber 2021
Impact on income statement: goin/(loss) 20 {2.0) {11.3) 11.3 0.2 0.2)
Impact cn equity: {loss)/gain {53.7) 53.7
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18. Financial risk management {continued)

Commodity risk

The Group's operating companies purchase metal and metal components and are
therefore exposed to changes in commodity prices.

The Group manages this exposure through o centralised process hedging copper,
zinc and alurminium 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 wilt not be able to meet its finoncial
obligations as they fall due.

Management of liquidity risk

The Group's approach to managing liquidity is to ensure, as for as possible, that it
will always have adequate resources to meet its liabilities when they fail due, with
sufficient headroom to cope with abnormal market conditions. This position is
reviewed on a quarterly basis.

Funding for the Group is co-ordinated centrally by the Treasury function and
comprises committed bilateral facilities with a core group of banks, and a series
of US loan note issues. The level of facilities is maintained such that facifities
ond term loans exceed the forecast peak gross debt of the Group over a rolling
12-rmonth view by an appropriate amount taking into account market conditions
and corporate activity, including acquisitions, organic growth plans and share
buybacks. In addition, we undertake reguiar covenant compliance reviews to
ensure that we remain fully within those covenant limits, At the end of 2022 the
Group had undrawn committed facilities totaling £200m (2021: £230m) and
was holding cash and cash equivalents of £133m (2021: £95m). There are no
significant seasonal funding requiremeants or capital intensive investrnent areas
for the Group.

Capital management

Overview

Capital management concerns the decision as to how the Group's activities ure
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
capital,

The Board's policy is to maintain a balance sheet with a broad capital base and the
strength to sustain the future development of the business including acquisitions.

The capital base of the Group includes total equity and reserves and net debt.
Employee benefit obligations net of deferred tax form pert of the extended
capital base. Management of this element of the capital base is discussed further
in Note 14 of the financial stotements, Undrawn committed funding facilities

are mointoined os described in Note 19 to provide additiono| capital for growth
{including acquisitions and organic investments) and liquidity requirements as
discussed above.

Capital base
2022 2021
£m £m
Total equity 906 779
Gross debt including overdrafts 839 624
Gross cash (133} (95)
Capital base 1,612 1,308
Employee benefits and deferred tax assets 53 169
Extended capital base 1,665 1,477
Undrawn funding facilities 200 230
Available capitcl base 1,865 1,707

Part of the capital base is held in currencies to broadly match the currency base of
the assets being funded as described in the asset transiation 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 ratio of net debt to adjusted EBITDA. Funding
covenants currently limit net debt to a maximum of 3.0 times EBITDA. The
net debt to EBITDA rotio at the end of 2022 wus 1.8 times (2021: 1.5 times).
Through the life of our five-year plan, the Board would consider appropriate
acguisitions that could take net debt up to 2.5 times EBITDA on ocquisition,
provided thot a clear plan exists to reduce this ratio back ta under 2.0 times.
ft is expected that at these levels our debt would continue to be percewved as
investrent grade. The potential benefits to equity shareholders of greater
leverage are offset by higher risk and the cost and availability of funding.

The Board will cansider raising additional equity in the event that it is reguired
to support the capital base of the Group.

Weighted average cost of capital

The Group currently uses a post-tax weighted average cost of capital (‘'WACC") of
8% (2021: 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 1s 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 ond call deposits.
Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash management are included as 6 component of cash and cash equivalents for

the purpase of the statement of cash flows.

Movement in net debt

Adjusted EBITDA*

403.5

Working copital movements (85.1_.7)] {50.6)
Capital and development expenditure (71.3:_)] {57.5)
Provisions and employee benefit movements** 153 ©.5)
Principal elements of lease payments (32.3 {30.0)
Other 20.20 9.0
Adjusted operating cash flow*** 290.(5 2739
Adjusting items (52.47 (35.6)
Tox poid (48.5)) (50.9)
Interest (19.1:; (12.1)
Derivatives (8.5_)]_ 26.4
Additional pension scheme funding 3.5 (7.0)
Free cash flow before corporate activity 157.5! 1947
Dividends paid to equity shareholders (62.2_5] (61.8)
Acquisition of subsidiaries (213.3)] (202.9)
Disposal of subsidiaries - 0.1
Net purchase of own shares and share buyback programme {18.8) (225.6)
Net cash flow (excluding debt movements) (136.8) (296.5)
Adjusted profit ofter tax £272.4m before interest £17.7m, tox £73.7m, depreciation £74.2m, amortisation £18.5m end impairment on property, plant and
equipment and non-acquired intangible assets £0.5m.

** Movement in provisions and employee benefits as per the statement of cesh flows £13.8m adjusted for the movement in the restructuring provisions £15.3m.

*** Adjusted operating cash flow is the cash generated from the operations shown in the statement of cosh flows less cash spent acquiring preperty, plant and
equipment, non-acquired intangible assets and investments; plus cash received from the sale of property, plant and equipment ond the sale of investments,
excluding the cash impact of adjusting items. This measure best reflects the operating cash flows of the Group.

Reconciliation of net cash to movement in net debt

2022 2021
£m £m

Net increase/(decrease) in cash and cash equivalents excluding foreign exchange 11.0 (86.7)

Less: cash acquired/disposed (10.0) (1.8}

Net drawdown of borrowings excluding foreign exchange and net debt disposed/acquired (137.8) (208.0)

Increase in net debt before acquisitions, disposals and foreign exchange (136.8) (296.5)

Net cosh acquired/disposed 10.0 -

Currency translation differences (50.6} (4.5)

Movemnent in lease liabilities (11.8) (5.6)

Movement in net debt in the year (189.2) (306.6)

Net debt at the start of the year {622.8) (316.2)

Net debt at the end of the year (812.0) (622.8)
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19. Net debt (continued)

Reconciliation of adjusted operating cash flow to cash flow statement

022 2021
£m £m
Cash generated from operations 335.8 3271
Principal lease payments (32.3) {30.0)
Settlement of transactional derivatives 2.3 5.9)
Acquisition of property, plant and equipment and non-acquired intangibles (71.3) (57.5)
Adjusting iterms 52.6 3546
Proceeds from sale of property, plant and equipment 2.9 4.6
Adjusted operating cash flow 290.0 2739
Reconciliation of cash and cash equivalents
2022 2021
£m £m
|
Cash and cash equivalents in current assets 133.0 94.6 '
Bank overdraft in current liabilities (93.8) (65.5)
Cash and cash equivolents 39.2 29.1
Anatysis of net debt
Borrowings and
finonce leases dve :
Cash and cash within after more Lease Total
eguivalents one year than one year creditors net debt .
£m £m £m £m £m
At 1 January 2021 134.4 (362.3) (88.3) (316.2)
Lease additions, extensions, terminations and payment chonges (33.9) (33.9)
Lease payments and interest 27.2 27.2
Cash flow excluding settlement of currency derivatives hedging balance sheet
and net cosh/debt disposed of/acquired 122.2) (124.7) (81.3} €330.2)
Cash/debt acquired 18 (1.8) '
Settlermnent of currency derivatives hedging balance sheet 205 205
Currency translation differences (5.4) 08 133 1.1 38
At 31 December 2021 29.1 (1272.7) (430.3) (93.9) (622.8)
Lease additions, extensions, terminations and payment changes (41.5) (41.4)
Lease payments and interest 323 323
Cash flow excluding settlement of currency derivatives hedging balance sheet
and net cash/debt disposed of facquired 25 (21.1) (122.1) (141.7)
Cash/debt acquired 10.0 10.0
Settlement of currency derivatives hedging balance sheet (6.3} {6.3)
Currency translotion differences 3.9 (1.3) (42.0) {2.7) 42.1
At 31 Decemnber 2022 392 (150.1) (595.4) (105.7) (812.0)

Undrown committed facilities

The Group has various undrown committed borrowing facilities. The facilities available at 31 December in respect of which all conditions precedent had been met were

as follows:

2022 2021

£m £m

Expiring between one and two years 193.5 1454
Expiring after more than twoe years 6.0 84.2
Total 199.5 229.6

The weighted average life of these facilities is 0.9 years (2021: 1.7 years).
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Terms and debt repayment schedule

The terms and conditions of cash and cash equivalents, cutstanding leans, lease liabilities and derivative financial liabilities were as follows:

Effective Carrying Contractuol Oto 1to 2te 3to &to 5 years
interest rate value cosh flows <1 ysar <2yeors <3years <& years <5 years and over
% £m £m £m £m £m Em £m £m
2022
Cash and cash equivalents Floating 133.0 133.0 133.0
Revolving credit facilities Floating (100.5) (100.5) (100.5)
Term loan 2023 Floating (49.6) (49.6) (49.8)
Term loan 2024 Floating (49.6) (49.6) (24.8) (24.8)
US loan notes 2025 1.39% 132.7) (138.1) (1.8) (1.8) {134.5)
US loan notes 2024 3.86% {103.3) (119.3) (4.0) (4.0) (4.0) (107.3)
US loan notes 2027 3.92% (62.0) (74.0) {2.4) (2.4) (2.4) {2.4) (64.4)
US loan notes 2028 1.53% (70.8) (77.4) (1.1) (1.1) (1.1) (1.1) 1.1) (719
US loan notes 2029 3.30% (88B.5) (108.8) 2.9) 2.9 (2.9 2.9) Q.9 (94.3)
US loan notes 2030 3.40% (88.5) (112.5) {3.0) (3.0 (3.00 (3.0) (3.0) (97.5)
Bank overdrafts Floating (93.8) (93.8) (93.8)
Lease liabilities Various (105.7) (105.7) (25.8) (22.1) (15.8) (11.8) {9.9) (20.3)
Derivative financial liabilities (13.8) (13.8) (13.4) (0.4)
Total {825.8; (910.1) {190.1) {62.5) {163.7) {128.5) {81.3) (284.0)
2021
Cash and cash equivalents Fleating Q4.6 4.6 4.6
Revolving credit facilities Floating (70.3) (70.3) (70.3)
Term loan 2024 Floating (133.3) (133.3) (44.4) (44.4) (44.5)
Acquired loan note (1.8) (1.8) 1.8)
US loan notes 2022 7.17% (11.1) 12.7) {12.7)
US loon notes 2025 1.39% {126.1) (133.3) (1.8) 1.8) (1.8) (127.9)
US loan notes 2026 3.86% (92.6) {110.8) (3.6) (3.6) (3.6) (3.6) (96.2)
US loan notes 2027 3.92% (55.6) (68.8) 2.2) 2.2) 2.2) (2.2) 2.2 (57.8)
US loan notes 2028 1.53% (67.2) (74.2) 1.0) (1.0) 1.0 (1.0) 1.0) (69.2)
Bank overdrafts Floating (65.5) {65.5) (65.5)
Lease liabilities Various (93.9) (93.9) (23.9) (18.3) (14.0) %.2) (7.4) (21.1)
Derivative financial liabilities (6.3) (6.3) (6.1) 0.0 .1
Total (629.1) (676.1) (138.7) (71.4) (67.2) (143.9) (106.8) (148.1)

Contractual cash flows include undiscounted committed interest cash flows and, where the amount payable is not fixed, the amount disclosed is determined by

reference to the conditions existing at the reporting date.
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Changes in liabilities arising from financing activities

The table below details changes in the Group's liabilities arising from financing activities, including both cash and non-cash changes. Liabilities arising from financing
activities ure 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
Finoncing  Acquisition New
1Jan2022  cash flows* of subsidiary leases Exchange Other** 31Dwc 22
£m £m £m £m £m £m £m
2022
Revolving credit facilities (70.3) (35.0) 4.8 (100.5)
Term loan 2023 and 2024 (133.3) 24.0 10.1 (99.2)
Acquired loan (1.8) 18 -
US loan notes (352.6) 2209 287 (545.8)
Bank overdrafts (65.5) (28.3) (93.8)
Lease liabilities {93.9) 351 (41.4) 2.7) (2.8) (105.7)
Total (717.4) (224.3) - (41.4) 40.9 (2.8) (945.0)
Non-cash changes
Financing  Acquisition New
1Jon2021  coshfiows® of subsidiary feases Exchuange Other** 31Decil
£m Em £m £m £m £m £m

2021
Revolving credit facilities (717 14 (70.3)
Term loan 2024 - (136.2) 29 (133.3)
Acquired loan - (1.8) (1.8}
S foan notes (362.3) 9.7 (352.6)
Bank overdrafts {73.5) 8.0 (65.5}
Lease liabilities (88.3) 300 {33.9) 11 (2.8) ) (93.9)
Total (524.1) (169.9) (1.8) (33.9) 15.1 (2.8) (717.4)

* Financing cash flows exclude the impact of interest paid

** Inciudes IFRS 16 interest payments

Interest-bearing loans and borrowings

The Group borrows money from financial institutions in the form of bonds and other financial instruments. These generally have fixed interest rates and are for a fixed
term or ore drown from committed borrowing facilities thot generolly have flooting interest rates. For more information cbout the Group's exposure to interest rate ond

foreign currency risk, see Note 18.

2022

2021

Current liabilities
Unsecured loan notes and other loans
Lease ligbilities

Total

Non-current liabilities

Unsecured loan notes and ether loans 595.4 430.3
Lease habilities 79.9 70.0
Total 8753 | 5003
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20. Provisions

Accounting policy

A provision is recorded instead of o payable when uncertainty exists over the timing and ameunt of the cash outflow. Provisions are recognised when: the Group

has a present legal or constructive obligation as a result of past events; it is probable that an ocutflow of resources will be required to settle the obligation; and the

amount can be reliably estimated, Provisions are valued at management's best estimate of the amount required to settle the present obligation at the balance

sheet dote.

A provision for restructuring is recognised when the Group has approved a detailed and formal restructuring plan, and the restrycturing has either commenced
or has been announced publicly.

The recognition of a provision requires estimation. The principal estimates made in respect of the Group's provisions using the best estimate methodelogy

(with the exception of provisions indemnities as noted below) concern the timing and amount of payments required to:

- cover the costs of known restructuring projects;

-~ reimburse customers for potential product warranty claims;

- ensure that current and former manufacturing sites meet relevant environmental standards;

- reflect the estimated outcome of ongoing legal disputes; and

- provide against indemnities following the disposal of subsidiaries.

Analysis of the Group's provisions:

Trade Environmental

Restructuring wdrranties & legal Total

£m £m £m £m

Current 27.8 2.9 0.5 381

Non-current 38 8.6 59 18.3

At 1 January 2022 316 185 6.3 56.4

Arising during the year 28.9 2.0 3.0 33.9
Released during the yeor - - (2.5) (2.5)
Utilised during the year (44.2) (3.2 - (47.4)

Exchange adjustment 15 0.6 - 21

At 31 December 2022 178 179 6.8 42.5

Current 17.6 8.2 0.4 27.2

Non-current 0.2 8.7 b.4 153

17.8 17.9 6.8 42.5

Restructuring

The restructuring provision reflects residual amounts committed but not spent in relation to a number of specific projects that are discussed further in Note 3, where
the cost is a reliable estimate of the obligation. The opening balance of £31.6m relates to a closure of a factory in Europe 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 bose. The utilised balance
includes £44,2m of cash settlements. Arising during the year primarily relates to the ongoing projects from prior year, The provision as at 31 December 2022 of £17.8m
primarily relates to the expected redundancy payments for facility closures with the majarity of the resulting outflow expected during 2023.

Trade warranties

The Group sells a 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 warranty cloims. Trade warrenties 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 one year separately analysed above. The provision represents
the directors’ best estimate of the Group's liability based on past experience.

Environmental & legal

Environmental and legal provisions recognise the Group's obligation te remediate contaminated land at a number of current and former sites, tagether with current
legal cases for which o settlernent is considered probable. Due to the long-term nature of the liobilities, the timescales are uncertain and the provisions represent the

directors’ best estimates of these costs.
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21. Trade and other payables

2022 2021
£m £m
Current

Trade payables 150.9 120.3
Social security ond other taxation 34.8 27.1
Accruals* 43.9 23.6
Deferred income* - -
Progress billings and advance payments from customers 71.9 73.2
Other payables™ 136.2 156.2
437.7 400.4

Non-current
Other poyables 9.9 6.5
447.6 4069

* 'Accruals’, 'Deferred income' and 'Other payables' have been disclosed separately given their quantum. Prior peried comparatives have been re-presented.
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22. Share capital

The movement in the number of ordinary shares of 28 4/7p each issued by IMI plc is as follows:

Number and value of shares

S B w2 o wm
Ordinary Shares Ordinary Shareq
28.4/7p per share 284/7p per share
Number (m} Value (Em)| Number{m) Value {(£m}
In issue at the start of the year 274.9 78.6 286.5 81.8
Issued to satisfy employee share schemes 0.1 - 01 -
Share cancellations - - (11.7) (3.2
Inissue at the end of the year 275.0 78.6 2749 78.6

All issued share capital at 31 December 2022 and 2021 is fully paid and conveys the same rights.

Share movements in the year

Movements in shares due to share issues and purchases during the yeor were as follows:

Number of ordinary shares of 28 A/'I_p each (mi!lion_)_

Employee
Benefit Trust Treasury Other Total
Inissue at 31 December 2021 18 14.3 258.8 2749
New issues to satisfy employee share scheme awards - - 0.1 0.1
Market purchases 1.4 - (1.4) -
Shares allocated under employee share schemes (0.8) - 0.8 -
At 31 December 2022 2.4 14.3 258.3 275.0

During the year 0.1m (2021: 0.1m) shares were issued under employee share schemes realising £1.2m (2021: £1.0m).

Employee Benefit Trust

The Employee Benefit Trust made market purchases of a total of 1.4m (2021: 1.7m) shares with an aggregate market value of £20.0m (2021: £30.0m) and a nominal
value of £0.4m (2021: £0.5m). Associated transaction costs amounted to £nit (2021: £nil).

Share options exercised in 2022 were settled using the shares in the Group's Employee Benefit Trust. In 2022, 0.8m (2021: 1.0m) shares were issued for cash of
£nil (2021: £3.4m).

Of the 16.7m (2021: 16.1m) shares held within retained earnings, 2.4m (2021: 1.8m} shares with an aggregate market value of £30.9m (2021: £27.9m) are held
in trust to satisfy employee share scheme vesting.

Share buyback

In 2021, on-market purchases of 11.7m shares were conducted relating to the share buyback programme. The aggregate market value of these shares at the dates
of purchase were £200.0m, which includes dealing costs related to these purchases of £1.9m.
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23. Acquisitions

In aecounting for business combinations, the identifiable assets, ligbilities

and contingent liobilities acquired have to be measured ot their fair values.

In particvlar, an estimate has been made of the forecast future sales under pre-
existing commercial relationships which have been discounted at an appropriate
discount rate to value the commercial relationships and brand intangibles.

The acquisitions have been accounted for as a business combingtion.

During the year ended 31 December 2022, the Group made three acquisitions,
namely:

- Bahr Meodultechnik GmbH (*Bahr")

- CorSelutions LLC (“CorSoiutions”)

- Heatmiser UK Ltd ("Heatmiser”)

Below and adjacent are summaries of the assets acquired and liabilities assurned
and the purchase consideration of:

a) the total of acquisitions;

b) Bahr Modultechnik GmbH (“Bahr™);

¢} CorSolutions LLC ("CorSolutions”);

d) Heatmiser UK Ltd ("Heatmiser™); and

e) Prior year acquisitions

As at the date of approval of the financial statements, the acquisition accounting
for all prior year acquisitions is complete.

The accounting for all current year acquisitions is provisional, relating to
finalisation of the initial consideration which is subject to agreement of certain
contractual adjustments and certain other provisional balances,

a) Total of acquisitions

Total

£m

Intangible assets 47.4
Property, plant and equipment 4.9
Inventories 9.4
Trade and other receivables 9.3
Cash and cash equivaients 121

Trade and other payables 7.2

Current taxation (1.2)

Deferred taxation (113}
Total identified net ussets at fair value 43.4
Goodwill orising on acquisition 153.5
Purchase consideration 2169

b) Bahr Modultechnik GmbH ("Bahr")

Fair value at

¢ June 2022

£m

Intengible assets 386
Property, plant and equipment 4.7
lnventories 31
Trade and other receivables 15
Cash and cash equivalents 4.7

Trade and other payables {1.6)

Current taxation (1.0)

Deferred taxation (11.3}
Total identified net assets ut fair value 387
Goodwill arising on acquisition 49.6
Purchase consideration transferred 883

On 9 June 2022 the Group acquired 100% of the share capital, and associated
voting rights, of Bahr Modultechnik GmbH (" Bahr") for cash consideration of
£88.3m. Bahr is a leading provider of highly configured modular electric inear
mation systems, based on a broad portfolio of specialist components and is
based in Luhden, Germany.

The goedwill recognised above includes certain intangible ossets that cannot

be separately identified and measured due to their nature. This includes control
over the acquired business, the skills and experience of the assembled workforce,
the increase in scale, synergies ond the future growth opportunities that the
businesses provide to the Group's operations. Acquisition costs of £0.9m were
recognised in the income statement in 2022.

The revenue and adjusted operating profit included in the income statement for
2022 contributed by Bahr were £7.8m and £1.8m respectively. If the acquisition
had taken place on 1 Janvary 2022, Bahr would have contributed revenue and
adjusted operating profit of E14m and £4 3rm respectively.
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c) CorSolutions LLC ("CorSolutions")

d) Heatmiser UK Ltd ("Heatmiser")

Fair valve at Fair value at

27 October 2022 23 December 2022

£m £m

Intangible assets 88 Property, plant and equipment 0.2
Inventeories 0.6 Inventories 5.7
Deferred taxation - Trade and other recevables 7.8
Total identified net assets ot fair value 9.4 Cash and cash equivalents 7.4

Goodwill arising on acquisition 1.7 Trade and other payables (5.8)

Purchase consideration 111 Current toxation (0.2
Total identified net assets at fair value 15.3

On 27 October 2022 the Group acquired 100% of the share capital, and Goodwill orising on acquisition 102.2
Purchase consideration transferred 117.5

associated voting rights, of CorSelutions LLC ("CorSelutions”) for initial cash
consideration of £7.5m and an expected earn-out of £3.6m. CorSolutions is
@ keading innovator in micro-flyid flow control and is based in Ithaca, New York.

The goodwill recognised above includes certain intangible assets that cannot

be separately identified and measured due to their nature. This includes control
over the acquired business, the skills and experience of the assembled workforce,
the increase in scale, synergies and the future growth oppertunities that the
businesses provide to the Group's operations. Acquisition costs of Enil were
recognised in the income statement in 20232,

The revenue and adjusted operating loss included in the income statement for 2022
contributed by CorSolutions were £0.2m and £0.3m respectively. If the acquisition
had taken place on 1 January 2022, CorSolutions would have contributed revenue
and adjusted operating profit of £1.3m and £0.5m respectively.

On 23 December 2022 the Group acquired 100% of the share capital, and
associated voting rights, of Heatmiser UK Ltd ("Heotmiser”) for initial cash
consideration of £117 5, with up to o further £8.0m poyable based on future
financial performance. Heatmiser is a leading UK smart thermostatic control
manufacturer and is based in Blockburn, UK.

Due to the timing of the acquisitien, the analysis of acquired intangibles has not
yet been completed so all of the purchase price aside from the operating balance
sheet is allocated to goodwill as permitted when anh acquisition is close to a period
end. The provisional purchase price allocation will be completed in the first half

of 2023. The goodwill recognised above includes certain intangible assets that
cannot be separately identified and measured due to their nature. This includes
contrel over the acquired business, the skills @nd experience of the assembled
workforee, the increase in scale, synergies and the future growth opportunities
that the businesses provide to the Group’s operations. Acquisition costs of £2.0m
were recognised in the income statementin 2022,

There was no revenue and adjusted operating profit contributed by Heatmiser to
be included in the income statement for 2022. If the acquisition had taken place
on 1 January 2022, Heatmiser would have contributed revenue and adjusted
operating profit of £24.0m and £9.5m respectively.

e) Acquisitions in 2021

On 20 Decermber 2021 the Group acquired 100% of the share capital, and
associated voting rights, of Adaptas Solutions ("Adaptas") for cash consideration
of £203.9m. Adaptas is a manufacturer of mission critical moss spectrometry
subsystems and 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. Our accounting
has been finalised and there are no changes to the provisional fair value amounts
recognised in the 2021 Annual Repart & Accounts in respect of the identified
assets acquired and hiabilities assumed.
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24, Disposals

Disposals in 2022

The Group disposed of its Russian subsidiary IMI Internatienal LLC on 27 May
2022 for proceeds of £nil resulting in a loss on disposal for the Group of £4.8m
after disposing of £3.3m of net assets and incurring £0.9m of associated disposal
costs. In addition, the exit resulted in a £4.2m impairment of assets related to
Russian contracts.

The exit from Russia is presented in the income statement as an adjusting
item but it is not disclosed as a discontinved item becayse it did not represent
0 separate major line of business.

27 Moy 2022

£m

Net assets disposed 3.3)

Costs of disposal (0.9}

Eoreign exchange loss reclossified on disposal (0.6)

Loss on disposal (4.8)
Net cash flow arising on disposal

gush costs of disposat (0.9)

Net cash flow arising on disposal of operations (0.9

Disposals in 2021

In 2021, the Group disposed of Interativa Industria, Comercio e Representacoes
Ltda.

This disposal resulted in a loss of £3.8m and is presented in the income
staternent as an adjusting item as it meets our definition of adjusting items
based on its nature and quantum. The loss on disposal is not disclosed within
discontinued aperations because this business did not represent a separate
magjor line of business.

A summary of the proceeds received, assets disposed and resulting loss on
disposal is included in the table below:

23 July 2021

£m

Scle consideration 0.2
Net assets disposed (38)
Costs of disposal (C.1)
Foreign exchange loss reclassified on disposal (C.1)
Loss on disposal {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

25. Contingent liabilities

A contingent liability is a ligbility that is not sufficiently certain to qualify for
recognition as a provision because significant subjectivity exists regarding
its ouvtcome.

Group contingent liabilities relating to guarantees in the normal course of business
ond other items amounted to £132m (2021: £112m).
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26. Related party
transactions

Related parties include the key management personnel. The Board, including the
non-executive directors are considered to be the key management personnel of

the Group.
2022 2021
£Em £m
Short-term employee benefits* 3.5 4.3
Share-based payments** 2.2 18
Total 5.7 6.1

* Short-term employee benefits comprise salary, including employers’ social
contributions, benefits earned during the year ond bonuses awarded for the

year.

** For details of the share-based payment charge for key management personnel,

see Note 6.

Transactions with associated companies

2022 2021

£m £m

Sales to associated compunies - 05
Purchases from associated companies - -
Acceounts receivable - -
Accounts payable - -
Total - 0.5

There are no other related party transactions.

27. Subsequent events

Events that occur in the period between 31 December and the date

of approval of the Annual Report can be categorised as adjusting or non-
adjusting depending on whether the condition existed at 31 December.

If the event is an adjusting event, then an adjustment to the results is made
If @ non-adjusting event after the year end is material, non-disclosure

could influence decisions that readers of the financial statements make.
Accordingly, for each material non-adjusting event after the reporting period
we disclose the nature of the event and an estimate of its financial effect,
or a statement that such an estimate cannot be made.

There were no adjusting or nen-adjusting subsequent events after the balance
sheet date of 31 December 2022,
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Company balance sheet
At 31 December 2022

2022 2021
Note £m £m
Fixed assets

Investments cs 533.0 547.0
533.0 5470

Current assets
Debtors o] 183 121
Deferred tax assets c7 5.5 5.8
Cash at bank and in hand 1.6 2.0
25.4 209

Creditors: amounts falling due within one year

Other creditors c8 (4.3) 2.2)
Net current assets 211 18.7

Total assets less current liabilities 554.1 565.7

Net assets 554.1 565.7

Capital ond reserves

Called up share capital c9 78.6 78.6

Share premiurn account 16.4 15.2

Capital redemption reserve 177.6 177.6

Profit and loss account 281.5 294.3

Equity shareholders' funds 554.1 | 565.7

The Company reported a profit for the financial year ended 31 December 2022 of £59.6m (2021: £276.0m).

Approved by the Board of Directors on 2 March 2023 ond signed on its beholf by:

Lord Smith of Kelvin
Chair
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Company statement of changes

in equity for the year

Share Share  Redemption Retained Parent

capital premivm reserve earnings equity

Em £m £m £m £m

At 1 January 2021 818 14,3 174.4 291.9 5624

Retained profit for the year 276.0 2760
Dividends paid on ordinary shares (61.8) (61.8)

Shares issued in the year - 09 o9

Share-based payments 14.8 148

Cancellation of Treasury shares 3.2} 3.2 -

Shares acquired for:

employee share scheme trust (26.6) (26.6)
share buyback programme (200.0) (200.0)

At 31 December 2021 78.6 15.2 177.6 2943 54657

Retained profit for the year 59.6 59.6
Dividends paid on ordinary shares* (62.2) (62.2)

Shares issued in the year - 1.2 1.2

Shore-bosed payments 9.8 9.8

Shares acquired for:

employee share scheme trust* (20.0) (20.0)

At 31 December 2022 78.6 16.4 177.6 28BL.5 554.1

* Details of treasury and employee trust share 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 2022 gnd 31 December 2021 are considered to be distributable reserves.
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Company notes to the financial statements

C1. Significant accounting policies
The following accounting policies have been applied consistently in dealing with

items considered materialin relation to the financial statements, except where
otherwise noted below:

Basis of accounting

The financial statements were prepared in accordance with Financial Reporting
Standard 101 "Reduced Disciosure Framewark’ (FRS 101%).

The Company has not presented a separate profit and loss account gs permitted
by Section 408 of the Companies Act 2006.

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

a) the requirernents of paragraphs 45(b) and 46-52 of IFRS 2 ‘Share-based
Payment';

b) the requirements of IFRS 7 'Financiol Instruments’;

¢) the requirements of paragraphs 91-99 of IFRS 13 'Fair Value Measurement’;

d) the reguirement in paragroph 38 of IAS 1 'Presentation of Financial
Statements’ to present comparative information in respect of paragraph
T9(a)(iv) of IAS 1;

e) the requirements of paragraphs 16(d), 10(f) ond 134-136 of IAS 1;

f} the requirerments of IAS 7 ‘Statement of Cash Flows';

g) the requirements of parogrephs 30 and 31 of [AS 8 ‘Accounting Policies,
Changes in Accounting Estimates and Errors”;

h} the requirements of paragraph 17 of 1AS 24 ‘Related Party Disclosures’; and

i) the requirements in IAS 24 'Related Party Disclosures' to disclose related
party transoctions entered into between two or more members of the Group,
provided thot any subsidiory which is porty to the tronsoction is wholly
owned by such @ member. Related party transactions with the Company's key
monagement personnel are disclosed in the Remuneration Report on poges 126
to 145 and in Note 26 on page 2232 of the Group financial statements.

Critical judgements and key sources of estimation uncertainty

The preparation of financicl statements requires management to make
judgements, estimates and assumptions that affect the amounts reported for
assets and liabilities as at the balance sheet date and the amounts reported for
incorne and expenses during the year. However, the nature of estimation means
that actuat autcames could differ from those estimates.

There were no critical judgments or key sources of estimation uncertainty applied
in 2022 orin 2021.

Fareign currencies

The Compaony's functionol currency and presentotion currency is sterling.
Transactions in foreign currencies are recorded using the rate of exchange ruling at
the dote of transaction.

Monetary assets and liobslities denominated in foreign currencies have been
transloted into sterling at the rates of exchange ruling at the balance sheet date
and the gains or losses on transiation are included in the profit and loss account.

Investments

Investments in subsidiaries ore accounted for at cost less any provision for
impairment. The Company's cost of investments in subsidiary undertakings is
stated at the aggregute of {a) the cash consideration and sither (b} the nominal
vrlue of the shares issued as consideration when Section 612 of the Companies
Act 2006 applies or (c) in all other cases the market value of the Company's shares
on the date they were issued as consideration.

Taxation

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

Deferred tax is recognised in respect of all temporary differences between the
treatrment of certain iterns for taxation and accounting purposes which have
arisen but not reversed by the balance sheet date, except as otherwise required by
1AS5 12 Income Taxes' Deferred tax is measured at the tax rotes 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 available against which the temperary difference can be utilised.

Equity and equity-related compensation benefits

The Company operates a number of equity and equity-related compensation
benefits as set out in Note & to the Group financial statements. The fair value
of the employee services received in exchange for the grant of the options is
recharged in full to the principal employing company and accordingly, there is
no net charge recorded in the Company's financial staterments. The recharged
amount is recognised as a debtor folling due for payment within one year.

The total amount 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). Non-
market vesting conditions are included in assumptions about the number of
options that are expected to become exercisable. The fair vatue of the options
at the date of grant is determined based on the Monte Carfo and Binck-Scholes
option-pricing model.

At each balance sheet date, the Compaony revises its estimate of the number
of pptions thot ore expected to vest. It recognises the impoct of the revision of
original estimates, if any, in the amount recharged to subsidiary undertakings.

For mewly issued shares, the proceeds received, net of any directly attributable
transaction costs are credited to share capital {nominat value) and share premium
when the options are exercised.

Treasury shares

The consideration paid by the Company on the acquisition of treasury shores

is charged directly to retained earnings in the year of putchase. Consideration
received for the sale of such shares is also recognised in equity, with any difference
between the proceeds from sale and the original cost taken to share premium.

If treasury shares are subsequently cancelled the nominal value of the cancelled
shares is transferred from share capital to the capital redemption reserve. No gain
or loss is recognised on the purchase, sale or cancellation of treasury shares.

Dividends

Dividends unpnid at the balance sheet date are only recognised as a liability

ot thot date to the extent thot they ore outherised ond ore no longer ot the
discretion of the Company. Unpaid dividends that do not meet these criteria are
disclosed in the notes to the financial statements.

C2. Remuneration of directors

The detoiled infermation ¢oncerning directors’ emeluments, shareholdings and
options are shown in the audited section of the Remuneration Report on pages
126 to 145, Note 5 and Note 26 of the Group financial staternents.

C3. Staff numbers and costs

The number of people employed by the Company, inciuding directors, during
the year was 18 (2021: 18) all of whom were employed in administrative roles.
The costs associated with them were borne by o subsidiary undertoking.

The Company participotes in the IMI UK Funds, which are defined benefit schemes
in which the assets are held independently. The total net defined benefit costs of
these Funds are borne by a subsidiary undertaking and therefore in accordance
with 1AS 19, no net defined benefit costs are recognised in the Company’s
finenciat stotements. Note 14 to the Group financial statements provides further
details regarding the defined benefit schemes.
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C4. Dividends

The aggregate amount of dividends comprises:

2022 2021

£m £m

Prior year final dividend paid - 15.8p per qualifying ordinery share (2021: 15.0p) 40.8 40.8
Current year interim dividend paid - 8.3p per qualifying ordinary share (2021: 7.9p) 21.4 210
62.2 61.8

Aggregate amount of dividends paid in the financial year

Dividends paid in the year of £62.2m represent 24.1p per share (2021: 22.9p).

After the balance sheet date the following dividends were proposed by the directors. The dividends have not been provided for and there are no income tax consequences.

Current year final dividend - 17.4p per qualifying ordinary share (2021: 15.8p)

2022 2021
£m £m
45.1 40.9

Dividends proposed after the balance sheet date moy differ from the finol dividend poid. This is a result of the final number of qualifying shares entitled to dividends

differing from those in issue at the balence sheet date.

C5. Fixed assets - investments

2022 2021

£m £m

Investments in subsidiary undertakings 173.2 173.2
Leans owed by subsidiary undertakings 359.8 3738
533.0 547.0

Details of subsidiary undertakings as at 31 December 2022 are shown on pages 229 to 233.

The loan due from subsidiary undertakings is due for repayment on 31 December 2027. The loan is unsecured and attracts interest at the relevant risk free rate +0.25%.

C6. Debtors
2022 2021
£m £m
Falling due for payment within one year:
Amounts owed by subsidiary undertakings 18.3 121
18.3 121
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Compoany notes to the financial statements (continued)

C7. Deferred tax

2022 2021

The deferred tax included in the balance sheet is as follows:
Employee berefits and share-based payments
Deferred tax asset included in the balance sheet

Reconciliation of movement in deferred tox asset:

At 1 January 2022 6.8 3.2
Adjustment in respect of prior years - 0.1
Deferred tax credit in the profit and loss account 0.6 11
Deferred tax (credit)/charge in equity (1.9 2.4
At 31 December 2022 55 | 6.8

The rate of corporation tax in the UK for 2022 was 19% (2021: 19%) As from 1 April 2023, it will increase from 19% to 25%. UK deferred tax assets and liabilities have
therefore been calculated using a rate of 25% (2021: 25%).

CB8. Other creditors falling due within one year

2022 2021

Corporation tox
Other payables

C9. Share capital
2022 2021
Em £m
Issued and fully paid
275.0m (2021: 274.9m) ordinary shares of 28 4/7p each 78.6 78.6

C10. Contingencies
Contingent liabilities relating to guorantees in the normal course of business and other items amounted to £37.8m (2021: £22.1m).
There is a right of set-off with three of the Company's bankers relating to the balonces of the Company and o number of its wholly-owned UK subsidiaries.

Where the Company enters into financial guarantee contracts to guorantee 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 reguired te make o payrment under the guarantee.
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Subsidiary undertakings

A full fist of the Group's subsidiary undertakings and registered/principal offices as ot 31 December 2022 is included befow. Except where indicated, the share capital
consists of ordinary shares only. The principel country in which each subsidiary operates and has its registered/principat office is the country of incorporation. IMI pic's

effective interest in the undertakings listed is 100%, except where indicated, and is held in each case by a subsidiary undertaking, except for IM| Group Limited and

IM| Deutschland Verwaltungs GrmbH 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 Portnership, which are both fully consolidated

into these Group accounts. The Group has taken adventage 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 Boynes Netherlands BV, Lakeside, Solihull Parkway, Birmingham Business Park, Birmingham, West Midiands, B37 7XZ,

Holford Estates Limited, United Kingdorm

IMI CIF Trustee Limited,

IM| Components Limited,

M| Deutschland Limited,

{MI Euro Finance Limited,

{M| Fluid Controls (Finance) Limited,
IMI Germany Limited,

IMI Grouwp Limited,

IMI Kynoch Limited,

IMI Marston Limited,

IMI Qverseas investments Limited,
IMI Pensions Trust Limited,

IMI plc,

IM| Precision Engineering Limited,
IM| Property Investments Limited,
IMI Refiners Limited,

IM| Retirement Savings Trust Limited,
IMI Sweden Finance Limited,

M| Vision Limited,

Liguick 211 Limited,

Trufic Group Limited,

Trufie International Lirmited,
Trufto Investments Limited

Finch Land Management LLC, 5400 South Delaware Street, Littleton, CO 80120, United States

IMI Americas LLC,

IMI Fluid Controls Holdings Inc,
IMI Norgren LLC,

MNorgren LLC

IMI Critical Engineering Holding GmbH,
IMI Deutschland [l GmbH & Co KG,

IMI Beutschland Verwaltungs GmbH,
IMI Germany Holding BV. & Co. KG,
Norgren GmbH

Adoptas Acquisition Co., Palmer Industrial Park, ¢ Second Street, Palmer, MA 01049, United States

Adaptas Acquisition Holdings, LLC
Adaptas Solutions, LLC

Heimeier GmbH, Postfach 1124 59592 Erwitte, Véllinghauser Weg, 59597 Erwitte
IM| Hydronic Engineering Deutschland Gmbh,

THJ Holding GmbH

IMI Australia Pty Ltd, 33 South Corporate Avenue, Rowville VIC 3178, Australia

IMI Critical Engineering (PAC) Pty Ltd,
IMI Lakeside Australia Pty Ltd

IMI Finance SA, Route de Crassier 19, Lake Geneva Business Park, 1262 Eysins, Switzerland

M Finance USD 5A,
IMI Hydronic Engineering International SA

Adaptas Solutions Pty Ltd, 2-8 Martha Street, Clyde NSW 2142, Australia

DeTech Australia Holdings Pty Ltd

IM} Aero-Dynamiek BVBA Aero Dynamiek - Antwerpsesteenweg 124, 2630 Aartselaar, Belgium

IM| Hydronic Engineering NV Fountain Business Park, C. Van Kerckhovenstraat 110 Gebouw 3 BE-2880 Bornem
CClltaly SR.L, Via Larga 6, 20122 Milan, kaly

IM| Holding Italy S.R.L.,
Orton S.R.L.

Bruckstrasse 93, 46519 Alpen, Germany
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Subsidiary undertakings (continued)

IM! Hydronic Engineering A/S, Vesterlundvej 18, 2730 Herlev, Denmark
MNorgren A/S

IMI Hydronic Engineering AS, Glynitveien 7, Ski, N-1400, Norway

Norgren AS

IMI Hydronic Engineering BY, Klipperaak 101 (1e etage}, 2411 ND Bodegroven

Ml Netherlands Holdings BV

1l Seotland Limited, C/0 Brodies Lip Capital Square, 58 Marrison Street, Edinburgh, EH3 88P
The IMi Scottish Limited Partnership,
The IMI 2017 Scottish Limited Partnership

Lakeside Finance Unlimited Company, 1 Stokes Place, St Stephens Green, Dublin 2, Ireland

Lakeside Treasury Unlimited Company

Norgren Co Limited, Building 3, No. 1885, Duhwi Road, Minhang District, Shanghai, Ching

Norgren Manufacturing Co Ltd

Valves Holding GmbH, Bertramsweg 6, 52355 Diiren, Germany

Z & J Technolegies GmbH

Acro Associates LLC 1990 Olivera Rd., Sta. A Concord, CA 94520, United States

Adaptas Sclutions China Co, Ltd No. 1588 Xinhong Road, Gidong City, Nuntong, Jiangsu, China

Applied Kilovolts Limited Woods Way, Goring By Sea, Worthing, West Sussex, BN12 4QY

Bahr Modultechnik Holding GmbH North-South-Str. 10g, 31711 Luhden, Germany

Babr Modultechnik GmbH

Bimba LLC 25150 S, Governors Hwy, University Park, IL §0484, United Stotes

Mead Flvid Dynamics, Inc.

Bopp & Reuther Valves GmbH Carl-Reuther Str. 1, 68305 Mannheim, Germany

Brookvale Internctional Insurance Limited Clarendon House, Church Street, Hamilton, HM11, Bermuda

Buschjost GmbH Detmolder Strasse 256, 32545 Bad Oeynhausen, Germany

CCIAG Fabrikstrasse 10, 8370 Sirnach, Switzerland

IM! Critical Engineering Brasil Ltda. Rua Anuar Dequech, 272 - Galpdo 06, Iporanga - Sorocaba/SP, Brasil 18087-157

CCl Czech Republic s.r.o. K Leti&ti 1804/3, Slapanice, 62700, Brno, Czech Republic

CCl Flow Control {Shanghai) Co Ltd Room 108, Unit 15, 159 Tian Zhou Read, Cao He Jing Development Zone, Shanghai, 200233, China

CCl International Limited Unit A3 Brookside Business Park, Greengate, Middleton, Manchester, M24 1GS, United Kingdom

CCl Valve Technology AB Industrigatan 7, Box 603, 661 29 Siaffle, Sweden

CCl Valve Technology GmbH Lembéckgasse 63/1, 1230 Wien, Austria

Contrel Component India Pyt Limited Ground, 1st & 2nd Floor, Tower 4, SJR i park, Plot # 13 14 & 15, EPIP Zone Phase 1, Whitefield Road,
Bangalore 560064, India

Controt Components Inc 22591 Avenida Empresa, Rancho Santa Margarita CA 92688, United States

CorSolutions LLC @5 Brown Rd, tthaca, New York, 14850, United States

FAS Medic SA Route de Bossonnens 2, 14607, Palézieux, Switzerland

Fluid Automation Systems GmbH Stuttgarter StraBe 120, 70736 Felibach, Germany

Heatmiser UK Ltd Units 1-5 Hurstwoaod Court, Mercer Way, Blackburn, England, BB1 2QU

Heatmiser Automatic Control Technology (Beijing)} Limited North Zene, Floor 2, Building 12, 738 Changliv Road, Machikou town, Changping District,
Beijing, China

Herion Systemtechnik GmbH Untere Talstrasse 65, 71263 Weil der Stadt, Germany

IMI Aero-Dynamiek BV | Databankweg 7, 3821 AL Amersfoort, Netherlands

IMI Critical Engineering (APAC) Pte. Ltd 29 International Business Park #04-01 Acer Building Singapore 609923

IMI Critical Engineering (AUS) Pty Ltd 33 South Corporate Avenue, Rowville Victoria 3178, Australia

IMI Critical Engineering (Shanghai) Company Limited Building 3, No. 1-5, Lane 800, Yewang Road, Yexie Town, Songjiang District,

Shanghai, 201609, China
IMI Critica} Engineering Korea 14 Dangdong 2-ro, Munsan-eup, Paju-si, Gyeonggi-do, 10814, Republic of Korea
IMI Criticat Engr PBM LLC 1070 Sandy Hill Read, Irwin, PA 15642, United States
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M| Critical Engr Z8&J LLC
IMI Critical FZE

IMI Deutschland B

IMI Engineering Sdn. Bhd.
IMI France SARL

IMI Holdings LLC

IMI Hydronic Engingering AB

IM| Hydronic Engineering Business Services Spélka Z Ograniczona
Cdpowiedzialnoscig

IM| Hydronic Engineering China

IMI Hydronic Engineering France S.A.
IMI Hydronic Engineering FZE

IMI Hydronic Engineering GesmbH
M| Hydronic Engineering Inc

IMI Hydronic Engineering Limited

IMI Hydronic Engineering Ltda

{M| Hydronic Engineering OY

M| Hydronic Engineering Pte Ltd

iMI Hydronic Engineering S.A.

IMI Hydronic Engineering (Spain) SAU
IMI Hydronic Engineering S.R.L.

IMI Hydronic Engineering Switzerland AG
IMI Hydronic Engineering UAB

IMI Internationa! Co Srl

IMI International d.o.0.

IMI International d.o,0.

IMl International d.o.0. Beograd

M| International Kft.

IMl International s.r.o,

IMl International Sp, z.0.0.

IMI Japan K.K.

IMI Norgren Herion PVT Limited

IMI Norgren Limited

IMI Norgren SA (Saciedad Unipersonal)
IMI Saudi Industry LLC

IMI Ventures Singapore Pte Ltd
Industrie Mecanique Pour Les Fluides SA
Kynoch Sweden Halding AB

Mead Fluid Dynamics, Ine.

Newman Hattersley Limited

Norgren AG

Nergren Automation Solutions LLC
Norgren BV

Norgren Co Limited

4525 Kennedy Commerce Drive, Houston, TX 77032, United States

Office No. FZJOA1308, FZJ0A1310, FZJ0A1307A, Jebel Ali Free Zone, PO Box 17827, Dubai, UAE

Versterkerstroat 6, 1322 AP Almere, Netherlands

K-7-5 & K-7-6, Solaris Kirara, Seho, Jalan Solgris Mont Kiora, 50480 Kuala Lumpur, Malaysia

52 Boulevard de Sébastopol, 75003 Paris, France

101 Broadway Street West, Suite 204, Osseo, MN 55369, United States

Annelund, SE-524 80, Ljung, Sweden
QOlewin 50 A, PL-32300, Olkusz, Poland

Room 610, Bleck C the MIXC No.1799 Wuzhong Road, Minghang Districty, Shanghai 201103 China

13, rue de lo Perdrix — Les Flamants 8, 23290 Tremblay-en-France, France

JAFZA One - Tower A, Office 1310, P.O. Box 2624611, Dubai, UAE
Industriestrasse 9, Objekt 5, 2353, Guntramsdorf, Austria
8908 Governors Row, Dallas, TX 75247, United States

Hat House Third Floor, 32 Guildford Street, Luton, Bedfordshire, LU1 2NR, United Kingdom
Av Fagundes Filho, 134 ¢j 43, 5. Judas, Sao Paulo, 04304-010, Brazil

Robert Huberin tie 7, Vantaa FI-01510, Finland

223 Mountbatten Road #03-01, Singapore 398008, Singapore
9. rue des 3 Cantons, Windhof, L-8399, Luxembourg

Calle Ordufia 3 Planta Baja, 28034 Madrid, Spain

Via Roma, 108 - Edificio F/2, 20051 Cassina de Pecchi (M), ltaly
Mihlerainstrasse 26, 4414 Fillinsdorf, Switzerland
A.Juozapaviciaus 27-5, Kounas, LT - 45258, Lithuania

Str. Aristide Pascal nr.36, Sector 3, Bucuresti, 031445, Romania
Alpska cesta 37b, Lesce, 4248, Slovenia

Slavenska avenija 17, Zagreb, 10040, Croatio

Milutina Milankovica 1b, Novi Beograd, 11070, Serbia
Kunigunda Utja 60, Budapest, HU-1037, Hungary

Central Trade Park D1, ¢.p.1573, Humpolec, 396 01, Czech Republic

QOlewin 50 A, PL-32300, Olkusz, Poland

7-3-6 Minatojima Minamimachi, Chuo-ku, Kobe, Hyago 650-0047, Japan

C/o Rajesh Malhotra & Associates 505, Mercantile house, Kasturba gandhi marg,

New Delhi — 110001
1 Stokes Place, St. Stephen’s Green, Dublin 2, D02 DEO3
Cualle Colom, 391, 2 Edif, Tecno, 08223, Terrassa, Spain

3826 unit No. 7, Street 122, Second Industrial City, Post 34325-7535, Dammam, Saudi Arabia

29 Internatienal Business Park #04-01 Acer Building Singapore 609923

15 Avenue des Cures, 95580, Andilly, France
c/o IMI Hydronic Engineering AB, 52 480 Ljung, Sweden
4114 North Knox Avenue, Chicago, IL 60641, United States

5063 North Service Road, Suite 100, Burlington, ON, L7L 5H6 Canada

Fabrikstrasse 10, 8370 Sirnach, Switzerland
2871 Bond Street, Rochester Hills, M| 48309, United States
Versterkerstraat &, 1322 AP Almere, Netherlands

36/8 Room M1 Krungthep Kreetha Rd_, Khleng Song Ton Nun Sub-District, Lat Krabang District,

Bangkok 10520, Thailand
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Subsidiary undertakings (continued)

Norgren Finland OY

Norgren Ges.m.b.H

Norgren GT Development LLC
Norgren Kloehn LLC

Morgren Limited

Norgren Limited

Ml Webber Limited,
Norgren Limited

Norgren Ltda
Norgren Manufacturing (Suzhou) Co., Ltd
Norgren Manufacturing de Mexico S.A. de CV,

Norgren S A de CV.

Norgren NV

Nergren Pte. Limited

Norgren SAS

Norgren Srl

Norgren Sweden AB

Norgren Taiwan Co Limited
Preurnadyne LLC

Remosa S.RL.

SAIC CCl Valve Co Ltd (44%)"

Shanghai CCl Power Control Equipment Co Ltd
STIS.RL.

TA Regulator d.o.o.

TH Jansen Armaturen GmbH

Thompson Valves Limited

Truflo Rona 5.A.

Truflo Marine Limited

Vaccon Company, Inc.

* Treated as external investments.

Robert Huberin Tie 7, FI-015 10 Vontoo, Finlond

IMI ple Annual Report & Accounts 2022

Industriezentrum NO Sid, StroBe 2a, Objekt M39/1, A-2355, Wiener Neudorf, Austria
425 “C" Street NW, Suite 100, Auburn, WA 98001, United States
10000 Banburry Cross Drive, Los Vegas, NV 89144, United States

6/F Bensan Tower, 74 Hung To Road, Kwun Tong, Kowloan, Hong Kong

15A Vestey Drive, Auckland, 1080, New Zealund

Blenheim Way, Fradley Park, Lichfield, Staffordshire, WS13 BSY, United Kingdom

Av. Eng. Alberto de Zagottis, 696-B, Sao Paulo SP. 04675-085, Brazil

No. 975, Xinzi Read, Wujiang Economic & Technelogical Development Zone, Jiangsu Province, China

Avenida de la Montaia # 120, Parque Industrial Querétaro, Santiago De Querétaro,

Querétaro, CP 76220, México

Avenida de la Montaha # 120, Santa Rosa Jauregui, Santiage De Querétaro,

Querétaro, CP 76220, Méxica
F Walravensstraat 84, B.1651 Lot, Belgium

JTC Space@ Tuas, 16B Tuas Ave 1, #03-40, Singapore 639534

1, rue de Lamirault 77090 Coliégien, France

Building F2, Via Romo 108, Cassina de Pecchi, 20051, Milan, italy

Box 14001, Ventilgatan 6, $-200 24 Malmo, Sweden

3F, No. 540 Sec. 1, Minsheng N, Rd., Guishan Dist., Taoyuan City , 333, Taiwan

14425 23rd Ave North, Plymouth, MN 55447, United States

Sesta Strada Ovest snc - Loc Macchiareddu, 09010, UTA (CA), Italy

Block B, 123 Chongming Xiushan Rood, Chenggino Town, Chongming County, Shanghoi,

202150 China

229C, 2F, No 11, Lane 465, Tengyue Road, Yangpu District, Shanghai, 200090, China

Via dei Caravaggi 15, 24040, Levate (BG), Italy
Orliska Ulica13, Brezice, SI-8259, Slovenia

Blucherstrasse 47, 56386 Sankt Ingbert, Germany

17 Balena Close, Creekmoor, Poole, Dorset, BH17 7EF, United Kingdom

3e avenuve, 16, Parc Industrial des Hauts Sarts, 4040 Herstal, Belgium

2. Priory Road, Aston, Birmingham Bé& 7LG, United Kingdom
2871 Bond Street, Rochester Hills, M| 48309, United States
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Subsidiary audit exemptions

IMI ple hes issued guarantees over the ligbilities over the following companies at 31 December 2022 under Section 479C of Companies Act 2004 and these entities are

exernpt 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 Company name Company number
Applied Kilovolts Limited 02101051 IMI Precision Engineering Limited 01687068
CCl International Limited 00259162 IMI Refiners Limited 00148305
Heatmiser UK Limited 03747773 IMI Scotland Limited SC378424
Holford Estates Limited 01181406 IMI Sweden Finance Limited 07272731
IMi Components Limited 01640862 IM| Vision Limited 04421174
IM) Deutschland Limited 07843551 IMI Webber Limited 01416237
IMI Euro Finance Limited 07929408 Norgren Limited 00564656
IMI Fluid Controls {Finance) Limited 08528502 Thempsen Valves Limited 02791464
IMI Germany Limited 07843576 Trufio Group Limited 04430844
IMI Hydronic Engineering Limited 02945254 Truflo international Limited 00164822
IMI Kynoch Limited 00713735 Truflo Investments Limited 04430927
IMI Marston Limited 00155987 Truflo Merine Limited 00993167
IMI Overseas Investments Limited 00209251

Geographic distribution of employees’

The following table shows the geographic distribution of employees as at 31 December 2022 and is not required to be gudited.

United Kingdom 1,188
Continental Europe 5,703
Americas 2,688
Asia Pacific 1,363
Rest of World 49
Total 10,991

* Includes agency and contractors,
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Five year summary’

Revenue £m Adjusted profit before tax* £m Group revenue by gecgraphy 2022
Total Middle East &
APAC Africa
. 3 22% 5%
8 g " ~ g
A
~ ~ R
q 2
Total
Europe
43%
— T o - . - . = — Total Americas
2 E g § g E g 5 30%
* On an adjusted basis.
Income statement
2018 2019 2020 2021 2022
£m £m £m £m £m
Revenue 1,907 1873 1,825 1,866 2,049
Adjusted operating profit 265.5 2661 284.7 3181 3638
Adjusted profit before tax 251.2 250.7 2739 307.0 346.1
Special pension events &8 8.6 - - -
Restructuring costs and associated impairment losses (14.4) (53.3) {37.7) (39.7) (25.9)
Acquired intangible amortisation (25.1) (19.5) {18.7) (15.3 {29.5)
Other acquisition items 3.7 (1.8) - (3.1 (4.2)
Loss/(gain) on disposal of subsidiories 0.6 - - (3.8) -
Exit from Russia - - - - (9.0)
Financial instruments excluding ecenomic hedge contract {lasses)/gains (2.5) 4.4 (3.2) (0.8) 7.9
Profit before tax 2129 189.3 214.3 244.4 285.4
Adjusted EBITDA 320 357 380 404 457
Group sales by destination
2018 2019 2020 2021 2022
£m £m £m £m £m
UK 90 90 88 83 93
Germany 288 234 222 238 265
Rest of Europe 519 494 484 520 520
Total Europe 897 818 796 841 878
Total Americas 515 538 545 526 527
Total Asia Pacific 357 404 390 409 450
Middle East and Africa 138 113 94 %0 94

Revenue 1.907 1,873 1,825 1866 2,049
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Earnings and dividends

2018 2019 2020 2021 2022
Adjusted basic earnings per share 73.2p 73.2p 79.7p 92.0p 105.5p
Statutory basic earnings per share 62.5p 56.5p 62.7p 73.5p B7.6p
Ordinary dividend per share 40.6p 41.1p 22.5p 23.7p 25.7p
Balance sheet

2018 2019 2020 2021 2022

£m £m £ £m £m

Segmentat net assets (including lease liabilities) 1,220 1,168 1124 1,340 1,744
Other net non-operating liabilities excluding borrowings (gross} (1493 (111) (96 (32 (132)
Net debt {excluding lease liabilities) (405} (347) (228) (52%9) (706)
Net assets b66 710 B0O 779 904
Statistics

2018 2019 2020 2021 2022
Adjusted operating profit as a percentage of revenue 14.0% 14.2% 15.6% 17.0% 17.8%
Adjusted operating profit os o percentoge of segmental net assets 21.8% 22.8% 25.3% 23.7% 20.9%
Effective tax rate on adjusted profit before tax 21.0% 21.0% 21.0% 20.0% 21.3%
Net assets per share (excluding treasury and EBT shares) 245.8p 262.2p 294.9p 301.0p 344.1p
Net debt as o percentage of shareholders’ funds 60.7% 4A8.9% 39.5% 79.9% 89.6%
Net debt: adjusted EBITDA 13 1.2 0.8 15 1.8
Adjusted EBITDA: interest 25 24 35 33 24

* 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
2023 will be announced on 28 July 2023. The trading
results for the full year ending 31 December 2023 will
be announced in February 2024.

Interim management statements will be issued in
May and Novermber 2023.

Expected dividend payments
Final: 12 May 2023

Interim: September 2023

Share prices and capital gains tax

The closing price of the Company's ordinary shares
on the London Stock Exchonge on 31 December 2022
was 1,228.0p (2021: 1,736.0p). The market value of
the Company's ordinary shares on 31 March 1982, as
calculated for capital gains tax purposes, was 53.5p
per share.

The Company's SEAQ numberis 51443,

Enquiries about shareholdings

For enquiries concerning shareholders’ personal
holdings, please contact the Company's Registror:
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 infermation.

Managing your shares online

Shareholders can manage their hoidings online

by registering with Shareview, the internet based

platform provided by Equiniti. Registrotion is a

straightforward process and allows shareholders to:

+ help us to reduce print, paper ond postage costs
and the associated environmental impact of these;

+ cast your AGM vote electronically;

+ receive an email alert when important shareholder
documents are available online such as Annual
Reports and Notices of General Meetings;

- access details of your individual shareholding
quickly and securely;
« set up a dividend mandate online; and

- change your registered nostal address or your
dividend mandate details.

To find out more information about the services
offered by Shareview ond to register, please visit:
www.shareview co.uk.

Corporate website

The IMI plc website provides a wealth of useful
information for shareholders and should be your
first port of call for general queries relating to the
Campany and your shares, As well as providing share
price data and financial history, the site also provides
background information about the Company.
Shareholders are also enceuraged to sign up to
receive news alerts by email in the investors section
of the website. These include all of the finoncial
news releases from throughout the year that are

not sent to sharehelders by post. You can access the
corporate website at: www.imiplc.com.

Annual General Meeting 2023

This year's AGM will be held on 4 May 2023.
For further information, please refer to the Notice
of Meeting which is on the corperate website.

Individual Savings Account (ISA)

IMI's ordinary shares can be held in an ISA. For
information about the ISA operated by our Registrar,
Equiniti, please call the Equiniti ISA helpline on 0345
300 0430. Lines are open from 8.30om to 5.30pm,
Monday to Friday (excluding public helidays in
England and Wales).

Share dealing service

Managed by Equiniti, the Company's registrar, the
IMI ple share dealing service provides shareholders
with o simple way of buying and selling IMl ordinary
shares. Telephone: D345 603 7037 Full written
details ¢can be obtained from Equiniti (contact details
appear to the right).

Share fraud

Share frqud includes scams whete investors are
called out of the blue und offered shares that often
turn out to be worthless or non-existent, or on
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 plec terminated its sponsored American
Depositary Receipt pregramme on 18 January 2023,
If you have questions about the termination, please
contact Citibank, N.A. at 1-877-248-4237.

Headquarters and registered office

Lakeside

Solihull Parkway

Birmingham Business Park
Birmingham

B37 7XZ

Telephone: +44 121 717 3700

IMI ple is registered in England No. 714275

Registrars
Equiniti
Aspect House
Spencer Road
Lancing
West Sussex
BN99 6DA

Telephone: 0371 384 2040 or from overseas
(0)371-384-2040

Lines are open 8.30om to 5.30pm, Mondoy to Fridoy
({excluding public halidays in England and Wales).

Email:
customer@equiniti.com
bereavermnentsupport@equiniti.com

Stockbrokers

JPMorgan Cazenove
Bank of America

Auditor
Deloitte

Cautionary stutement

This Annual Report may contein forward-looking
stotements that may or may not prove accurate. For
example, statements regarding expected revenue
growth and operating margins, market trends and
our product pipeline are forward-looking statements.
It is believed that the expectations reflected in

these statements are reasonable but they may be
affected by a number ¢f risks und uncertainties

that are inherent in any forward-looking statement
which couid couse actual results to differ materially
from those currently anticipated, Any forward-
looking statement is made in good foith and based
on information available to IMI plc as of the date of
the preparation of this Annual Report. All written

or oral ferward-lacking statements attributabie to
{MI plc are qualified by this caution. IMI plc does hot
undertake any obligation to update or revise any
forward-looking staterment to reflect any change in i
circumstances or in IMI pic’s expectations.
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