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Breakthrough
Engineering
for a better
world.




IMI

We are a specialist engine
that designs, manufa s and services
highly engineered products that control
the precise movement of fluids. We

aim to deliver great solutions that

tackle the most demanding engineering
challenges. We help some of the world's
leading industrial companies operate
their processes safely, sustainably,
cleanly, efficiently and cost effectively.
We operate through three divisions -

IMI Precision Engineering, IMI Critical
Engineering and IMI Hydronic Engineering
— and employ around 10,000 people in
over 50 countries around the world.

Find out more:
www.imiplc.com

‘ IMI

Breakthrough
Engineering
for a better
world.

o)

IMI Precision Engineering
Palézieux, Switzerland
CHIPSOL is a specialist solenoid
valve that enables the provision
of rapid patient treatment and
local diagnostics.

Our business ha
strengths. First and
foremost, we employ
great people. We are
renowned for delivering
world-class engineering
expertise to solve
customers' problems
and deliver value for

all our stakeholders. In
addition, our operations
and processes are
amongst the very best.

Roy Twite
Chief Executive



purpose

Our purpose is our reason for being. Our vision explains more
It's what motivates us all and about how we want to
makes us proud to work for IMI. achieve our purpose.

Breqkthrough IMI will create tremendous

o o value by solving key
Englneerlng industry problems in

'FO rd bette r attractive markets and
world. working with the best.

Ouvur values

5 o ® o

Playing to win Integrity
A mindset where the customer Accesses the diversity of IMl in A growth mindset that is open Being true to who we are
is at the heart of everything every sense, whether this is the to innovation and learning. and doing the right thing
we do. diversity of talent, knowledge at all times.

and experience that we have
with our people, or the different
technologies, processes and end
markets across our businesses.

We deliver our sustainable, customer-focused solutions ever mindful of our responsibilities
to our employees, our suppliers, our wider communities, and the environment. We also
constantly reference and reinforce IMl's core values throughout our business.

Our business model:
Turn to page 12
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IMI

Group overview

Adjusted Revenue by
revenue by division
geography

w

2

1 Europe 44%

2 Americas 30%

3 Asia Pacific 21%

4 Middle East & Africa 5%

1 IMI Precision Engineering 48%
2 IMI Critical Engineering 35%
3 IMI Hydronic Engineering 17%

Gender mix across the Group®

Female Female% Male Male %

Board 3 37% 5
Executive 2 29% 5

Senior 95 18% 439
managers”

Managers 200 19% 844

All 3,011 28% 7,765
employees

* Including agency and contractors.

** Includes direct reports to the Executive.

63%
71%

82%

81%
72%

i

2020 highlights

Adjusted revenue

¥ “1,825m

Statutory revenue

¥ “1,825m

Adjusted profit before tax

~r £274m

Statutory profit before tax

s f214m

Adjusted operating margin

QObps 1506%

Adjusted operating cash flow

A “335m

Adjusted basic earnings per share

= 79.7,

Statutory basic EPS

:o\/o 6207p

» Resilient organic revenue 4% lower than 2019.

» Improved margins in all three divisions.

» Strong adjusted operating cash flow, up 12%.

» Structural rationalisation programmes delivering expected

efficiency gains.

» Final dividend of 15.0p reflects previously announced reset of

earnings cover baseline.

» Net debt / EBITDA improved to 0.8x (2019: 1.2x).

» Cultural shift progressing well with increased resource

dedicated to growth.

» Strong customer and employee engagement throughout the

Coronavirus pandemic.
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| M | Precision
Engineering

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

Operational review:
Turn to page 46

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

Operational review:
Turn to page 48

| M | Hydronic
Engineering

IMI Hydronic Engineering is a leading global

supplier of products and solutions for HVAC

systems. They deliver optimal and energy

efficient heating and cooling solutions to the
residential and commercial building sector.

Operational review:
Turn to page 50

Key brands

Norgren, Bimba, Buschjost, FAS, Herion, Kloehn,
Maxseal

Key brands

IMI Bopp & Reuther, IMI CCl, IMI Fluid Kinetics,

IMl InterAtiva, IMI NH, IMI Orton, IMI PBM,

IMI Remosa, IMI STI, IMI TH Jansen, IMI Truflo Marine,
IMI Truflo Rona, IMI Truflo Italy, IMI Z&J, IMI Zikesch

Key brands

IMI Pneumatex, IMI TA, IMI Flow Design,
IMI Heimeier, IMI Aero-Dynamiek

Adjusted revenue

v ‘877m

Adjusted revenue

b4 *643m

Adjusted revenue

v “305m

Adjusted operating profit

o “151m

Adjusted operating profit

i~ “107m

Adjusted operating profit

" ‘56m

Number of employees

5,300

Number of employees

2,900

Number of employees

1,800

53% 29% 18%

4 3 4
Revenue by 3 Revenue by “ 1 Revenue by 2
geography geography geography
1 Europe 44% 1 1 Europe 22% 1 Europe 88%

2 Americas 37%
3 Asia Pacific 18%
4 Middle East & Africa 1%

2 Americas 30%
3 Asia Pacific 34%
4 Middle East & Africa 14% 3 2

2 Americas 7%
3 Asia Pacific 4%
4 Middle East & Africa 1%

Revenue by market

3 Motion Control
& 2020 revenue: £398m

Fluid Technologies
2020 revenue: £339m

Commercial Vehicle
2020 revenue: £140m

1 Motion Control 45% 3
2 Fluid Technologies 39%
3 Commercial Vehicle 16%

Revenue by market

Refining & Petrochemical
2020 revenue: £202m

Fossil Power
2020 revenue: £177m

Oil & Gas
2020 revenue: £114m

Nuclear
2020 revenue: £49m

Marine
2020 revenue: £39m

Pharmaceutical
2020 revenue: £12m

[

Refining & 5

Petrochemical 31% 1
Fossil Power 27% 4

Qil & Gas 18%

Nuclear 8%

Other 8% 3

Marine 6%

Pharmaceutical 2%

N O BWw N

Revenue by market
Balancing & Control
2020 revenue: £146m

% Thermostatic Control
= 2020 revenue: £95m

Pressurisation & Water Quality
2020 revenue: £51m

1 Balancing & Control 48%
2 Thermostatic Control 31%

3 Pressurisation
& Water Quality 17% 1

4 Other 4%

Find out more:
www.imiplc.com/what-we-do
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Chairman's
statement

2020 revealed
the best in IMI.

2020 has beenan e
IMI has demonstrat
absolute commitme
our customers and

Culture, values
and purpose

IMI has a long-standing, strong
reputation for good governance,
as well as for an inclusive, diverse
and collaborative culture. Each
characteristic is important for
business based upon integrity,
and opportunity — and for lon
value creation. That Govern
reputation has been recor
a number of external re
the MSCI ESG survey, wi
an AA rating. But there
is always more to do.

During the last year, we have revisited
our core values so that they more
clearly represent how we behave.
We now identify these as: Customer P :
intimacy, One big team, Playing to win, I
and, Integrity. Each represents a crucial
characteristic in the pursuit of our
strategy and our purpose:
Breakthrough Engineering

for a better world.
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Coronavirus

There was abundant evidence of the
application of our values in IMI's response
to the Coronavirus pandemic; a response
we describe in some detail in the
following pages. Since the very start

of the year, our operations around the
world have moved swiftly and effectively
to manage complex challenges. That
mobilisation of resource started - and
has continued - with the Chief Executive,
members of the IMI Executive, the
Divisional Managing Directors, and

key functional leaders. Their ambition:

to ensure personal wellbeing, close
customer support and business
continuity, throughout. So it was
particularly gratifying to learn that
several unannounced inspections of

our sites had judged their Coronavirus
protection measures to be ‘excellent’

or 'best-in-class’.

Also encouraging was a recent internal
survey of IMI employees where 85% of
respondents believed IMI had supported
its employees through the global
pandemic. This was also the highest
engagement score we have ever
recorded in such a survey at IMI.

Strategy

As well as dealing with the obvious
external challenges, IMI has also

made good progress in the pursuit

of our strategy; a strategy that was

only launched in November 2019.
Margins have improved in all divisions.
Progress with our structural repositioning
- to significantly reduce complexity —

has continued substantially to plan.

And the evolution of our structure and
business model to deliver sustainable,
profitable, long-term growth -
particularly through a much clearer focus
on solving significant customer problems
—is already delivering early gains.
Evidence of this progress can be found
throughout this Report. We continue

to investigate potential acquisition
opportunities where those offer strategic
advantage and deliver against our strict
financial criteria.

Value creation for all
stakeholders

Considering the interests of all

our stakeholders is of fundamental
importance to us, whether they be
employees, customers, our wider
communities, or our investors.
Different stakeholder groups have
different ambitions for any business.
We consider carefully all of those
different perspectives in our planning.
A topic of growing importance to all
stakeholders is Environmental, Social &
Governance (‘'ESG"). Later in this Report,
we clarify what ESG means to IMl and
how ESG credentials are reflected in
our values, our purpose, and our
behaviours - rather than being

mere adjuncts to them.

The Board

In 2020, there were no developments

in the structure of the Board or the
Committees. However, during the year
an independent Board culture review
was conducted and I'm pleased to report
that the conclusions were very positive.

| have greatly appreciated the
experience and counsel of my Board
colleagues, especially throughout 2020.

Dividend

I'm delighted that during the year, having
suspended payment of the 2019

Coronavirus
response

Coronavirus:
Turn to page 06

dividend in the early, uncertain months
of 2020, we then re-instated and paid
that dividend in full. At the same time,
we also re-based our planned dividend
distributions to represent a baseline
earnings per share cover of three times.
This revision will allow more of our free
cash flow to remain in the business to
fuel growth, whilst still rewarding
shareholders appropriately.

Reflecting the confidence we have in the
Group's prospects, as well as our new
target distribution rate, the Board is
recommending a final dividend of 15.0p,
making a total dividend for the year of
22.5p (excluding 26.2p per share in
respect of 2019 paid at the interim).

People

As | have described, perhaps more than
in any other year, the safe delivery of

a successful performance in 2020 has
involved the significant commitment
and courage of all our people around
the world, whether they were keeping
factories running to support customers
and industries, or working tirelessly
from home to support operations.

On behalf of the Board, | thank them
all for their considerable efforts.

Lord Smith of Kelvin
Chairman

Protect our employees

Ensure our people are safe - inform, support, protect

COVID-19 response team

To anticipate, react and plan response

Stabilising our supply chain

Ensure our supply chain, stocks and materials flow is enabled

Work style changes

Social distancing, flexible working, changed work patterns

Communicating with our people

Communicate with and educate our people: weekly Chief
Executive letters, leadership calls, intranet and IMI Learn modules

Delivering to our customers

Greater customer interactions, understand pain points, deliver
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°cp Coronavirus response

Our values
m actionin
precedented

bt~ ere WelUmpionse ways in which
" « IMI has responded to Coronavirus
v tokeep our people, our businesses

.~ ~andour stakeholders safe - living
our values. )
: ‘_“—_.*
*
s
h

Protect our employees

2 ®

First, we protect. No other considerations
rank more highly than that. We supply
the best PPE, we adopt and monitor

the best hygiene practices, and we
support people to protect both their
physical-and mental wellbeing both inside
and outside work. In a recent survey, 85%
believed IMI had supported its employees
through the global pandemic. They should
expect no less.

COVID-19 response team
* @

Once the pandemic threat emerged,

a Coronavirus response team was
established to review constantly both
risk and response. Comprising

the Chief Executive, Finance Director,
Divisional Managing Directors and
cross-divisional leaders in Human
Resources, Communications, HSE and
Supply Chain, this initiative is a priority
with the most senior participation.
Initially meeting three times per week,
the objectives were to assess and
anticipate risk, co-ordinate protection
through shared best-practice protocols,
and the sourcing and distribution of
PPE and any other equipment or support
measures deemed necessary. The threat
has not yet passed, so we maintain

our vigilance.

IMI's operational management
responded well to the market challenges
from the pandemic, keeping our supply
chains up and running. This has allowed
us to continue serving our customers
and to respond quickly to opportunities.

Stabilising our supply chain

Ensuring stability.in our supply chain has
received close attention from the outset.
Assessing potential supply bottlenecks,
securing supply of key components,

and arranging for alternate supply
arrangements when necessary, have all
been continuing priorities. The businesses
have also invested in contingency stocks
where needed to ensure we would always
be able to support our customers.

06 IMl ple Annual Report unts 2020 .
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Work style changes

We've made some big changes to

how we operate. Only essential staff
are permitted to enter our operations.
We've put in place robust protocols
that facilitate social distancing, routine
sanitising and — where appropriate -
temperature scanning and virus testing.
And we've ensured all of our operations
meet or exceed local government
guidance on operating safely. Recent
site inspections by local government
agencies have all delivered ‘best-in-
class' or 'excellent’ judgements.

For our employees who have moved
to at home working, this creates its
own challenges and stresses. Juggling
domestic pressures and distractions
while providing essential services to
the rest of the organisation and to
customers can be very challenging.

In whatever setting, we support all of
our employees with equipment, advice
and regular guidance.

Communicating with
our people

X

Once the Coronavirus threat became
apparent, there was an increased focus
on improving the quality and reach of our
internal communications and delivering
effective, relevant education.

For the first five months of the
outbreak, the Chief Executive wrote
a weekly letter to every IMI employee.
In addition, a leadership call was

held every month with the top 200
managers across the world, led by
the Chief Executive and the Executive
Committee. Within divisions, the
Divisional Managing Directors and
their teams have been leading regular,
updated communications with their
people. There is also a section of the
intranet specifically for Coronavirus
information. The communications
narrative is evolving constantly.

Playing to win

Integrity

Delivering to our
customers

(753
Y

The rush by both customers and
governments to prepare for rapidly
increasing global ICU admissions was
unprecedented. In response, IMI took
its most sophisticated products it
makes to 10x capacity, in a matter

of a few months, in order to satisfy
burgeoning global demand for critical
care ventilators. Our rapid, effective
and principled response to those urgent
requirements has contributed saving
many thousands of lives. The effort
involved collaboration across different
IMI divisions and sites, as well as
outside organisations.

Other, broader initiatives have been
equally important, as we've intensified
our efforts to stay in close contact with
customers to help them solve their
biggest problems.

The ‘Making Friends in Adversity'
campaign within IMI Precision
Engineering has given confidence

to our customers and strengthened
our relationships with them. Life
Sciences customers have asked us

to quote for business in wider medical
equipment markets - including
diagnostics and vaccine delivery.

In IMI Critical, we've made greater
use of technology to conduct remote
inspections and conduct remote site
services, where possible — enabling
customers to deliver important
infrastructure projects and maintain
the operation of essential plant.

And in IMI Hydronic, our businesses
have created on-line communities to
encourage and support collaboration
across our installer customers, as they
all seek to solve problems and support
each other in this unprecedented
environment.

Case study

IMI STI, part of IMI Critical, is
an example of how one of our
businesses adapted effectively
during the pandemic.

In February 2020, eleven
municipalities in northern Italy were
identified as the centres of two
main Italian clusters of COVID-19
and placed under quarantine. Our
IMI STl site at Bergamo near Milan
fell into the municipalities outlined.

IMI STl acted quickly, and within only
a matter of days after the first case
of Coronavirus had been registered
in Italy, the team worked to
anticipate and understand what
was required within the company

to cover all the mandated protocols
and the protocols from the
Government and the WHO.

IMI STl reviewed all its internal
processes. Whilst working to
guarantee maximum safety, the
company endeavoured to ensure
the continuity of work at the site
as much as possible. To do this, IMI
STl analysed the orders that were
due to be delivered and, depending
on the critical issues and needs of
the customers, prioritised any
orders that were considered

the most critical.

To keep colleagues safe on-site,

IMI' STI put rigid health protocols
in place. Some tasks were taken
off-site and managed remotely.

Finally, IMI STI completely revised
work patterns and tripled efforts
to ensure the risk from the virus on
production flow, the passage of
documents and customer service,
was minimised.
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Chief Executive's
review

All three divisions have
both advanced their
strategic initiatives and
improved their margins.

traction, IMl has als
its ESG age* 0
build on the posit
our solutions ma

world. We expec
progress during
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Strategic Report

Results overview

2020 was another important year

of progress for IMI. All three of the
divisions delivered robust results in the
year. Despite the challenges of a global
pandemic, the Group demonstrated
its ability to protect its people, its
businesses and its wider stakeholders.
Whilst managing the short-term
challenges, the Group has continued
to strengthen its capability for growth.

Coronavirus

The protection of our people, our
businesses and our stakeholders remains
our absolute priority. Right at the start
of the pandemic a Coronavirus response
team was established - with meetings
chaired by the Chief Executive - to
monitor and manage employee welfare,
our supply chain and how we
communicate effectively with all of

our stakeholders. Delivering appropriate
protection remains an important
function of this group — whether
providing PPE or adjusting working
practices to maximise safety and social
distancing. The organisation also kept
particularly close to our customers to
support them as they incurred
challenges brought on by the pandemic.

Investment case

» Clear customer-focused
strategy delivering Breakthrough
Engineering with the best people
and strong brands

» Increasingly exposed to
attractive global markets,
including through our Growth
Accelerator programme

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

Environmental,
Social & Governance
(ESG)

Many aspects of ESG - particularly
those that relate to Social and
Governance - represent disciplines

in which IMI has long enjoyed a strong
reputation as a business with a robust,
ethical and sustainable model. In 2020,
we continued to demonstrate our
commitment, as evidenced by a
reduction in workplace accidents by 9%,
high levels of employee engagement
and improved diversity within the
business. But there is more to do, and
with that in mind, IMI has extended

its ESG efforts, and outlined a robust
process and structure of accountability
to reflect our ambitions, and to ensure
delivery against them.

We start with a commitment to halve
factory CO, intensity by 2030 (based
upon 2019 Scope Tand Scope 2
emissions). With the support of a
specialist external consultancy firm,

we will establish additional, auditable
targets as the year progresses. Many of
our products already play an important
role in reducing the environmental
impact of our customers' processes
and products. All future product and
strategic planning activities will include

» Differentiating environmental
profile — particularly through
our customer solutions
targeting energy efficiency
and safety

» A clear business model
committed to delivering
sustainable value to all
our stakeholders

» Strong balance sheet offering
strategic flexibility

ESG assessments as a significant
influencing factor to ensure we continue
to build our positive influence. These

are challenges we embrace as an
organisation as they directly reflect

our purpose: Breakthrough Engineering
for a better world.

We continue to support the Task Force
on Climate-related Financial Disclosures
(TCFD) recommendations on the
disclosure of information about the

risks and opportunities presented by
climate change. More information about
ESG - including all of our ESG policies
and practices — can be found on our
website www.imiplc.com and in this
Annual Report.

Adjusted revenue

~ £1,825m

Adjusted profit before tax

s~ f274m
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Chief Executive's Review

Strategy update

In November 20719, we set out our plans
to improve the strategic positioning of
our business. We are pleased to report
significant progress, despite the
considerable market disruption caused
by the Coronavirus pandemic.

Growth culture

Initiatives designed to effect a change
in culture across the business remain
fundamental to the Group achieving

its strategic ambitions. These initiatives
are aimed at driving innovation,
customer intimacy and greater
commercial accountability throughout
the organisation. That shift is producing
encouraging early signs of impact,
including Growth Accelerator
programmes that are delivering early
commercial wins. Importantly, the
levels of customer engagement and
motivation across our employees are
continuing to build momentum, and
will be essential to our success.

Accelerating market-led innovation

A key element of our growth strategy

is our IMI Growth Hub. The Growth Hub
delivers structure and guidance for
Growth Accelerator and NPD Ignite
projects — initiatives that evaluate
brand new ideas or critical product
developments. The number of active
teams and participants in these

0 IMI ple Annual Report & Accounts 2020

initiatives continues to increase and
the enthusiasm across the organisation
is high. This has resulted in a number

of projects advancing successfully in
the year, from developing engineered
solutions to making severe service
control valves safer and more effective,
to developing parts that significantly
improve hydrogen-fuelling infrastructure.
At the end of 2020 we had over 20
active Growth Accelerator teams

and £7m of orders already secured.

Reducing complexity

The work to drive complexity out of the
organisation continues, which will ensure
the long-term competitiveness of the
business and support the delivery of

our divisional margin targets as first

set out in the strategy presentation

of November 2019.

Benefits in 2020 from the rationalisation
programme totalled £33m. Charges for
2020 were slightly below plan at £39m

- partly reflecting the deferral of some
activity into 2021 as a consequence of
Coronavirus restrictions.

Short-term cost savings

In addition to the structural cost savings
described above, we also benefitted in
the year from approximately £25m of
short-term cost savings as a result of
the pandemic. In 2021 we expect
c.£17m of those costs to return.

People

Our top priority is the safety of our
people. | could not be prouder of the
commitment our employees made

to keep our facilities and communities
safe throughout 2020, whilst delivering
resilient results in a tough year. | would
like to thank all of our employees for
their commitment and efforts during
the year.

Outlook

Based on current market conditions,
and assuming no worsening impact
from Coronavirus, we expect the Group
to deliver 2021 adjusted earnings per
share of between 75p and 82p.

Roy Twite
Chief Executive




Strategic Report

>
i

L]
3

IMI Precision Engineering
Palézieux, Switzerland

Executive
Committee

Roy Twite Daniel Shook Beth Ferreira
Chief Executive Finance Director Divisional Managing Director
IMI Precision Engineering

b
==
Jackie Hu Phil Clifton John O'Shea Liz Rose
Divisional Managing Director Divisional Managing Director Group Legal Director Group Human Resources
IMI Critical Engineering IMI Hydronic Engineering and Company Secretary Director
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Business model

Our purpose

Breakthrough Engineering for a better world

l

Our vision

IMI will create tremendous value by solving key industry
problems in attractive markets and working with the best

Value
today

Improving returns
through greater
customer intimacy,
reduced complexity
and continuous
improvement

Customer

Continuous

@

Customer intimacy

More information on our values:
Turn to page 40

satisfaction

improvement

Aftermarket
optimisation

The Core

Engineering &
Applications
Expertise

Talent
Development
& Employee
Engagement

Environmental,
Social &
Governance

Digital

Ouvur values

000
O

One big team

Value
tomorrow

Generating growth
through market-led
innovation

Foresight
Teams

Growth
Accelerator

New Product
Ignite

Innovation model:
Turn to page 16
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Technology and
applications engineering

Solving industry
problems.

IMI's vision is crystal clear and solving customer problems
lies at its heart. To achieve that vision we rely on renowned
expertise and continual innovation. These case studies
illustrate some of the exceptional capabilities deployed in
support of our customers, as well as how we succeed in
delivering those solutions.

Increasingly, the challenges faced by our customers and by
wider society are shared. With that in mind, IMI increasingly
favours product development and innovation initiatives that
help to solve those wider, often environmental, challenges.
Breakthrough Engineering for a better world.

1. Market-led innovation model

Constantly innovating to solve industry problems requires
discipline, focus and care. This model represents both that
important process, and a crucial shift in culture that is
essential for growth to accelerate and be sustained.

Innovation model:
Turn to page 16

14 IMI plc Annual Report & Accounts 2020



successfu
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in critical
maintain
product ¢
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fficient buildings continues to grow,
IMI Hydronic engineers have developed
valve solutions with much greater
intelligence embedded - allowing
significantly improved data capture
and system control.

Turn to page 22
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Technology and applications engineering

Market-led innovation model

Scan the environment:

» Unmet and emerging customer needs

» New technologies and business models

IMI Growth
Advisory Board
(External)

Divisional Growth Hub Leadership

Governance, decision making transformational leadership

Phase 1

Problem
identification

Gate 1
Growth Hub
Create the pipeline and leadership to filter
teams to test in Phase 2 and prioritise the
recommendations
Ij routinely

Foresight
Team

Foresight teams continuously
build and review pipeline

Link to the Growth Advisory
Board and its external
network engagement

Phase 2

Gate 2

Assess potential:
Sprint teams test the determine next
potential of ideas using: steps

In

Growth
Accelerator
Programme

3

NPD Ignite
Programme

Only scalable projects stay in
the Growth Hub

Increasing product-market fit tested at each gate

16 IMI plc Annual Report & Accounts 2020



Strategic Report

This model represents a significant shift in culture
leveraging existing expertise, an accelerated innovation
process, and extensive customer contact to deliver
scalable solutions to industry problems.

» Updates on market trends, digital innovation and scaling processes

» Challenge to conventional thinking on problem solving,

organisational structures and business models

» Connections, networks and access to talent outside of IMI

Phase 3

Develop
and assess

Gate 3

determine next
steps

Validate proof of concept

Gain significant customer
commitment

Assess potential:

Phase 4

Implement

and scale

Gate 4

Sign-off Growth
Implement scaling plan Hub exit

Implement new business
models

17



Technology and applications engineering

Challenge:

How do ventilator
manufacturers meet
burgeoning demand
to help save
thousands of lives?

+ Solution:

The Coronavirus pandemic has placed pressure
on hospitals worldwide to provide ICU ventilatic
equipment for thousands of patients. IMI Prec
Engineering played a huge part in supplying
Intensive Care Ventilator OEMs with solenoid
proportional valves, on/off valves, pressure reg
and sub-assembilies - all helping to provide m
needed therapy to patients and ultimately sav

One component they needed was IMI Precision’'s FAS
FLATPROP proportional valve, that regulates the
flow of air and oxygen going into the lungs. FAS in
Geneva is the world's leading manufacturer of these
valves. FLATPROP is assembled to a micron tolerance,
while measuring, in real time, 23 critical performance
parameters, at different pressures, in order to deliver
the highest resolution and most reliable regulation
capabilities of any valve of its size. To meet the high
demand, IMI Precision’s production capacity increased
ten-fold.

As a result of dedicated employees and strong
customer partnerships, IMI Precision has created
close relationships with the world's leading ventilator
OEMs, with some new relationships formed that had
not been possible before. The product is also now
designed into new systems that IMI Precision had
previously not supported.

18 IMI plc Annual Report & Accounts 2020



Strategic Report
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IMI Precision's FAS FLATPROP
proportional valve is used in the
HAMILTON-T1

Image courtesy of Hamilton Medical

FAS FLATPROP -
High flow pressure
compensated
proportional valve

Key benefits

» Contribution to saving thousands of lives during the
Coronavirus pandemic

» Ensures repeatability and high level of resolution for
medical device manufacturers

» Deeper partnerships with customers and increased
market share
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Technology and applications engineering

Challenge:

How do you keep your
power or process plants
running and performing at
their peak, especially when
valves are not performing
as they should?

+ Solution:

Valves experiencing erosion, flashing, cavitation,

noise, and vibration very often lead to leakage, which
ultimately impacts plant performance and results in
low reliability and unnecessary cost. These problems
can lead to constant, unplanned maintenance, et
or a requirement to replace the whole valve. 7

IMI Critical Engineering's decades of experience and b
deep knowledge of both processes and valve products;
means our Valve Doctors® and Application Engineers are
able to use that know-how to deliver effective upgrade
solutions, often without waiting for a major outage.

Our Retrofit3D engineered trim installation takes just
hours instead of days. Our certified technicians can
support installation as necessary, although our trim
requires no onsite valve modification as a result of IMl's
precise engineering and state-of-the-art manufacturing
processes. As a result, the plant gets back online quickly,
avoiding unwanted downtime costs.

Through IMI Critical's long-established engineering
reputation, an innovative approach to finding and
solving customer problems, these solutions are
now being delivered successfully across the globe.

The use of local additive manufacturing replacement
solutions also benefits the wider world. They require
less raw material, less shipping and packaging, and
make ‘upgrade versus replacement’ feasible whilst
keeping the world's plants running safely and efficiently.
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In combined cycle power plants,
ensuring responsive and precise
control is key to enable efficiency

operating at very
high temperature and
pressure changes
K=
Key benefits
» IMI Critical's 3D prin rims can be ready just 4 weeks
from order, compar he standard 26 weeks for a

complete new valve

» The trim replacement upgrades competitor valve
performance, with no long-term outage required to
install the solution

» Such an upgrade reduces manufacturing waste and
CO) contributes to ‘repair not replace’, supporting the
transition to a circular economy, whilst improving
IMI Critical Engineering o oy
IMI CCI RSM, USA plant reliability
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Technology and applications engineering

Challenge:

How do building owners
address expanding
environmental legislation
targeting energy consump

+ Solution:

To comply with increasing low carbon environmental
legislation, building owners and tenants are presente
with a problem. They need to be able to measure
HVAC system performance in an accurate, easy and
continuous way. They also need access to reliable data
that will help reduce energy and maintenance costs -
and extend the life of the system.

Typically, HYAC monitoring involves manual \
measurement, and the data is captured locally, h’
fails to give a picture of overall system performcmce

IMI Hydronic's TA-Smart valve, a highly accurate "-'- ——
balancing and control valve, has integrated " _‘_'_,..
measurement capabilities enabling continuous

logging of key circuit parameters: flow, temperature

and power. Fully compatible with all control systems,
TA-Smart's advanced built-in technology enables

the valve to be configured digitally via a ssnartphone,

making system set-up and adjustment easy and e : "
convenient. This technology also allows access to the ‘ﬁ'\ ' .‘
data captured by the valve, making it very easy for 0"

building owners to monitor their complete systems.

TA-Smart was developed by the IMI Hydronic %
R&D teams collaborating across Slovenia,
Sweden and Belgium.
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TA-Smart's mechatronic
design sets the benchmark
in terms of measurement
and control performances
out performing competitive
valves in the market

TA-Smart provide
versatile ways to
communicate wit
building

systems.

device feed

IMI Hydroni

Key benefits

» IMlI's solution delivers
component control thc
monitoring and optimis
to reduced carbon emiss

» The customer gains critig ost saving
from a simplified installc etrofit

» IMI Hydronic Engineering ovides -
class-leading accuracy to ac ange of flow i
applications, improving controllability and efficiency
whilst maximising comfort
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Value today in action around the Group

To compliment an already strong digital offering, including
a top-class website, Norgren Express App and online
configurators, the IMI Precision team wanted to make
sure customers felt they were fully supported during

the Coronavirus pandemic on digital platforms.

The team kicked off a week-long sprint project to focus

on a range of ideas to help customers access information,
product content and training. They focused on getting closer
to the customer by using targeted email marketing, holding
product webinars to over 200 customers, increasing training
support on the website, and increasing social media
advertising. The team also added a virtual and augmented
reality section to the website which received a high number
of views within the first month. In addition, customers also
benefitted from new distributor portals that offer services
to make it easier to do business with IMI Precision.

Our customers purchase some of the most highly engineered
products in the world which need to operate in extreme
conditions, safeguarding their critical assets. With COVID-19
travel restrictions, it was not possible to send field service
engineers to customer sites, and witness inspection testing
at our sites was also not possible. IMI Critical Engineering
responded with ‘Critical Connect' — a system that allows
remote access with audio and video, connecting our experts
in one country to our field service engineers in another, or to
our customers' engineers. This helped our customers through
servicing and commissioning and kept key infrastructure
operational throughout the lockdowns.

In IMI Critical we continued to improve the quality and
resilience of our supply chain, with increased best cost

country sourcing, while at the same time effectively eliminating
sole-sourcing. This added regional suppliers to ensure resilience
due to COVID-19 restrictions. Enhanced employee safety
programmes, and collaboration between plants in different
regions, ensured our facilities continued to meet our customers
needs, including when mandatory lockdowns in Asia and then
in Europe affected other businesses.

To enhance its customer service offering and reduce
operational and supply chain complexity, IMI Hydronic
Engineering has consolidated its logistical operations
into a single hub.

Warehousing and distribution operations located in
Germany, Poland and Sweden are now centralised in a
single 14,000 square metre facility, located in Ruda Slaska
in Southern Poland.

Simplification of the division's warehousing and distribution
operations will significantly enhance the overall customer
experience. In particular, product availability will be improved,
delivery lead times shortened and service levels standardised.
Reduced operational costs, increased warehousing efficiency
and lower inventory levels, will also help drive margin growth.

The new hub has been fully operational since the end of
January 2021. This centralisation project was successfully
delivered as a result of effective collaboration across the
division's Polish, Swedish and German operations.

A leading global provider in life science instruments had been
suffering with major quality and delivery issues with an existing
supplier of acrylic bonded manifolds. Building upon an existing
relationship with the customer, the IMI Precision team in
Farmington, USA quickly responded to the customer's
challenge by creating a bespoke multi-layered manifold,
delivering prototypes for testing. The resulting sales
opportunity is significant.

The team worked to ensure that the customer's quality issues
were resolved in the prototypes and that they could commit

to a delivery timeframe. The prototypes were successfully
accepted, and IMI Precision are now working with the customer
to meet demand.

IMI PBM rose to the challenge to support the rapid response
needed for the supply of valves for COVID-19 related therapies
and vaccines.

IMI PBM's commercial and operational teams worked together
to explore all options to satisfy customer requirements, in some
cases, re-organising to ship within days of the order being
placed. Through collaboration and flexibility, IMI PBM continued
to maintain the high level of trust it enjoys in the
pharmaceutical industry, by offering the best products

for demanding applications, whilst also consistently delivering
uncompromising customer service.

25



26 IMI plc Annual Report & ACCOl.J-I:YCS 2020



Strategic Report

Value tomorrow in action around the Group

IMI's Hydrogreen team has been working on a solution to
solve problems faced by hydrogen-fuelling infrastructure
providers. In particular, they need less complex and more
reliable systems to reduce operating costs. Over the last

year the team has been developing a solution that allows

IMI Precision to differentiate from the competition by
introducing a modular solution with fully configurable
components suited for hydrogen applications. If successful,
the opportunity is likely to be significant and will demonstrate
IMI's expertise and capabilities.

IMI Critical Engineering has continued to develop its Growth
Accelerator process, rolling out training for all employees on
‘The Growth Mindset' There are now 19 Growth Accelerator
projects in progress across the Group, and even more in
Foresight development. These include three projects in the
scaling phase, with £6m of bookings achieved in 2020,

with significant further potential in forthcoming years.

As our world becomes more digitally connected, centres

that manage and store data securely and effectively are

now essential. As demand for their services grows, data

centre owners are faced with the ongoing challenge of sourcing
reliable, energy-efficient cooling that also keeps their centres
safe and has a lower environmental impact.

IMI Hydronic's balancing control solution fully addresses these
challenges. The division's pressure independent balancing

and control valve technology enables stable and precise
temperature control, delivering better system performance,
increased cooling capacities and higher energy efficiency.

Having this innovative solution, IMI Hydronic's Singapore team
has won a number of data centre projects across Asia, which
is one of the fastest-growing data centre regions in the world.
The team's deep understanding of the division's technologies
and extensive hydronic expertise ensure that customers are
provided with the best advice and solutions, from project
design through to system calibration.

IMI Hydronic's Eclipse Automatic Flow Control technology
regulates the maximum flow in both heating radiators and
radiant manifolds irrespective of the differential pressure.

Launched back in 2015, this innovative solution was well-
received albeit market penetration was limited. To grow

IMI Hydronic's position in several attractive markets
worldwide, teams engaged with customers to build a better
understanding of their needs. Based on valuable feedback
gained, IMI Hydronic has enhanced its Eclipse technology,
including making it easier for customers to use. This customer
engagement has also strengthened commercial relationships
and reinforced the division's extensive hydronic expertise and
solutions-focused approach.
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operationsiand i
solutions is a fuhdamental
objective of IMI's strategy.

A better world

The Better World team co-ordinates the
Group approach to ESG with particular
focus on three areas: our products, our
carbon footprint, and our policies and
governance. For more information on
the Better World team, please refer

to page 42.

Our products provide the greatest
opportunity to contribute to a better
world, be it in, for example, valves for
critical care ventilators, anti-surge valves
driving efficiency in LNG production,

or systems for energy efficient heating.
Understanding this impact, and ensuring
our product development takes this into
account, we will deliver our purpose
through a competitive and sustainable
future product portfolio.

We are committed to reducing our
carbon footprint and have initiatives
across the world to make our sites more
energy efficient, to ensure we share
best practice, and to commit to
year-on-year reductions.

Our high standards of governance have
been strengthened this year through
the development of our Inclusion and
Diversity initiative, our revised values
and increased employee engagement.
We have refreshed our external
reporting to bring even greater
transparency and focus to these areas.

We hold our purpose, Breakthrough
Engineering for a better world at the
heart of our strategy, delivering
innovative solutions, a sustainable
business and a great place to work
and do business with.

Keeping our
impact low

IMlis a global operation with
manufacturing facilities in 18 countries.
We are committed to operating these
facilities in a sustainable way to
minimise their impact on the
environment by reducing energy

and water use, pollution and waste.

We monitor and report our
environmental performance at monthly
Executive meetings with a view to
delivering continuous improvement,
with an explicit goal of halving our
factory CO2 intensity by 2030 (based
upon 2019 Scope 1and Scope 2
emissions). As part of our ESG ambition
and planning, we are also considering
how best to address Scope 3 emissions.

Energy efficiency

To underpin our commitment to reduce
our environmental impact, 25 of our 50
manufacturing facilities are certified to
ISO 14001 Environmental Management
and four are certified to ISO 50001
Energy Management standards.

These international accreditations help
IMI to provide a framework of
requirements for organisations to:

» Develop a policy;

» Fix targets and objectives to meet
the policy;

» Use data to better understand and
make decisions;

» Measure the results;
» Review how well the policy works, and

» Continually improve the processes.

CO, emissions

We support the CDP (Carbon Disclosure
Project) climate change initiative and
submit annual CDP reports which

cover our risk management approach

to climate change and our emissions
performance. Since 2016 we have
reduced our CO, emissions in line with
our continuous improvement culture
and investment in our operations.

0 2016 2017 2018 2019 2020*

* Disruption associated with Coronavirus, including
much lower occupancy of office space (including
within factories), has driven some direct
reductions in energy usage, which is reflected in
the overall results.
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Environmental reporting

The below table and supporting
narrative summarise the Streamlined
Energy and Carbon Reporting (SECR)
disclosure in line with the requirements
for a quoted company, as per

The Companies (Directors' Report)

and Limited Liability Partnerships
(Energy and Carbon Report) Regulations
2018. 2020 is the first year IMI has

followed SECR.

Location

Emissions from activities
for which the company
own or control including
combustion of fuel and
operation of facilities
(Scope 1) (tCO2)

Emissions from
purchase of electricity,
heat, steam and cooling
purchased for own use
(Scope 2) (tCO2)

Emissions from business
travel in rental cars

or employee-owned
vehicles where

IMI plc is responsible

for purchasing the fuel
(Scope 3%) (tCO2)

Total gross Scope 1,
Scope 2 and Scope 3*
emissions (tCO2)

Energy consumption
used to calculate Scope
1 emissions (kWh)

Energy consumption
used to calculate Scope
2 emissions (kWh)

Energy consumption
used to calculate Scope
3* emissions (kWh)

Total gross energy
consumption based on
the above (kWh)

Intensity ratio: tCO»
(gross Scope 1, 2 + 3%)
per 1,000 hours worked

Current reporting year

1 January 2020 -
31 December 2020

UK Global
840 12,465

2,840 45,958

4,423,632

61,951,252

8,227,092

331441 1,857,022

12,982,165 167,678,378
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Methodology

The adjacent greenhouse gas emissions
estimates have been calculated to cover
all material sources of emissions from
the operations for which IMI plc 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
operational control approach.

All emissions sources required under

The Companies (Directors' Report)

and Limited Liability Partnerships
(Energy and Carbon Report) Regulations
2018 are included.

The scope of emissions covers the
following sources: natural gas, fuel oil,
liquified petroleum gas (LPG), diesel,
petrol, combined heat and power (CHP),
electricity and business travel in
employee-owned or hire vehicles.

The UL 360 Sustainability Software
GHG (Greenhouse Gas) emission tool
was used to calculate the Scope 1and
Scope 2 emissions adopting a location
based approach, using the UK
Government's GHG Conversion Factors
for Company Reporting 2020 and the
International Energy Agency's (IEA)
conversion factors from 2020.

Our currently reported Scope 3*
emissions were calculated by converting
mileage into emissions using UK
Government's GHG Conversion

Factors for Company Reporting 2020.

We are working to deliver a strategy
for Scope 3* emissions.

* . . .
Scope 3 emissions currently only reflect business
travel in rental cars or employee-owned vehicles.

Our carbon reporting statistics
demonstrate that our recent
performance of tCO,e has continued
to improve. However, it is important

to note that disruption associated with
Coronavirus, including much lower
occupancy of office space (including
within factories), has driven some direct
reductions in energy usage, which is
reflected in the overall results.
Nonetheless, on a like for like basis,

we believe we achieved our target to
keep emissions at or below 2019

levels for 2020.

Of the 2020 total:

» our direct Scope 1emissions of
tCO,e (essentially gas, diesel and
fuel oil consumed) amounted to
12,465 tonnes; and

» our indirect Scope 2 emissions of tCO,e
(essentially the emissions generated on
our behalf to provide our electricity)
amounted to 33,033 tonnes. The total
represents a 20% reduction compared
to 2019.

In addition to gross tonnes of CO,e, we
report CO,e intensity relative to £million
sales; our result for 2020 is 249 which

is an improvement relative to the 30.7
we achieved in 2019 when restated on

a constant currency basis (2019 reported
figure of 31.2). Going forward, and in line
with our 2020 SECR report, we will use
the intensity metric of gross tCO,e per
1,000 hours worked as unit of
comparison to better reflect our
operational performance compared

to carbon output.
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At IMI, we are all personally committed
to protecting our people, the
environment, the communities we
operate in and our company. Keeping
our employees safe at work is of the
utmost importance and we do our
absolute best to ensure everyone
leaves work safe and well. This ethos
is embedded in our IMI Way and Code
of Conduct, which applies to all our
employees and business partners.

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

our number one priority. To achieve this
ambition, 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 responsibility for health and
safety. The Executive Committee
reviews health and safety matters every
month and regular reports are made

to the Board.

Looking after the health of our
employees is of paramount importance.
To demonstrate our commitment in this
area we initiated several ergonomic
awareness campaigns throughout 2020.
Topics included prevention of

musculoskeletal disorders, safe use of
Display Screen Equipment, and
Ergonomics Awareness in the workplace.

The Coronavirus pandemic added a
further dimension to our health and
safety initiatives in 2020. At IMI our
operations maintained a consistently
high level of availability, whilst still
applying our rigorous safety
programmes. We deployed innovative
methods of virtual Gemba safety
inspections, using a mix of technology
and administrative tools that included
a specially created 'validation’ self-audit
tool, based on the COVID-19 protection
measures we deployed. Our measures
were assessed in the year by three

external regulators in different countries,
following unannounced visits. All of those
assessments resulted in very positive
conclusions.

We have installed 73 thermal imaging
cameras at sites globally, along with
supplying over 200 handheld
temperature measuring devices,

1,900 litres of sanitiser, and in excess

of 192,000 face masks for our
employees. We also created and supplied
2,200 safety packs for use by our field
service and sales functions, as well as

for our suppliers and customers.

Seven of our 50 manufacturing sites
are accredited to OHSAS 180071,

the international standard for Health
and Safety Management with 12 sites
successfully transitioning to the

new revised standard ISO 45001.

2020 saw several more of our
manufacturing sites join the 'million-hour
club' These sites have recorded over a
million working hours without a Lost Time
Accident (LTA). One of our locations has
recorded nearly 2.5 million hours LTA free.

Health and safety monitoring and
improvement is a core metric that is
embedded at multiple levels across

our entire reporting system. All parts

of our business continuously assess their
operations and, at least once a year,

we undertake formal Group-wide health
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and safety audits at every major
operation to monitor progress against
our formal improvement actions.

We also conduct Health, Safety and
Environment ("HSE") due diligence when
establishing new operations or when
acquiring businesses.

As part of our drive for safety and
environmental excellence in 2021, an
enhanced HSE management system
will be introduced across the Group.
This framework will drive leadership
engagement and ownership whilst
upskilling our employees, leaders
and HSE teams.

We continuously use our data to drive
focused activities to improve our safety
and environmental performance.

On this theme, we recently held a data
analytics workshop with collaboration
from Group and divisional HSE leads
to use our data to objectively set goals
and targets for the forthcoming year.

In 2021, we will also be introducing digital
tools to help streamline the collection
and reporting of leading safety indicators
such as hazard reporting.

An inclusive and
diverse culture

Inclusion and diversity are integral to
the IMl values, driving the development
of the business. The refreshed Inclusion
and Diversity Strategy was presented

to the Executive Committee and the
Nominations Committee in March 2020,
with a focus on driving growth through
innovation and customer focus, as well
as improving business performance.
Diversity is seen in its broadest sense.
Operating in over fifty countries, with
different end-markets, industry sectors,
technologies and manufacturing
processes, IMl is a diverse business.

We aim to leverage this diversity
through collaboration, bringing elements
together in new and different ways

to solve customer problems.

As the world's problems become
increasingly complex, we require high
levels of cognitive diversity to find
solutions. This is a key criterion for teams
in IMI. Beginning with the Growth
Accelerator and NPD Ignite programmes,
we now extend this approach across our
business. Including people with a wealth
of different life experiences, backgrounds
and perspectives drives this diversity of
thought. Gender, ethnicity, nationality,

We report and record every safety
incident and fully investigate those cases
requiring more than first aid. In addition,
a full root cause analysis is presented
and reviewed with the relevant Divisional
Managing Director and Group Head

of Health, Safety & Environment.
Following this formal review, a
remediation plan is agreed, and
countermeasures implemented. Safety
alerts are issued to share lessons learned
and increase safety awareness across
the Group.

During the year the total number of
LTAs reduced to 14 compared to 16

in 2019* with no fatalities in either year.
We include all employees, contractors
and visitors in our accident reporting
analysis.

* The 2019 Lost Time Accident number has been
restated to 16, from 15 reported in 2019, due to
the reclassification of an injury and follow up
treatment.

Further information on our improved LTA scores:
Turn to page 56

sexual orientation, marital and family
status, age, disability, socio-economic
status and educational background

all play an important part, as do a

great many other attributes. Recognising
that each employee contributes value
through their complexity and uniqueness,
means that Employee Engagement is

a key driver for our Inclusion and

Diversity agenda.

IMI supports the recommendations

of the Hampton-Alexander Review,
that 33% of the Board, Executive
Committee, and direct reports to the
Executive Committee should be female
and during 2020 significant progress
was made with the percentage of
female Executive members increasing
from 0% to 29%. IMI's gender mix is
shown in the table adjacent.

Gender mix across

the Group®
Female Female% Male Male%
Board 3 37% 5 63%
Executive 2 29% 5 71%
Senior 95 18% 439 82%
managers
Managers 200 19% 844 81%
All 3,011 28% 7,765 72%
employees

* Including agency and contractors.
** Includes direct reports to the Executive.

UK gender pay gap summary
as at 5 April 2020™

2020 2019
Mean gap 251 34.5
Median gap 225 22.4

*** \We are a global business employing around 10,000
people around the world, just under 1,000 of
whom are employed in the UK. Further information
about our UK gender pay gap, together with an
explanation of these figures and the steps we
are taking to narrow the gap can be viewed on
our website.

Gender pay at IMI:
www.imiplc.com/esg
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IMI employs just under 1,000 people in
the UK, 72% of whom are male and
28% female. The pay gap results from
the proportion of women in senior roles,
rather than reflecting an inherent
inequality in pay systems. We have seen
progress since reporting started in 2017.
The narrowing of the mean gap in 2020
is primarily due to the appointment of
more female hires into senior leadership
roles below the Executive Committee
level. The appointment of Beth Ferreira
and Liz Rose to the Executive
Committee will have a further positive
impact in the 2027 results.

We aim to improve gender diversity in
senior roles, supporting the Hampton-
Alexander recommmendation, that 33%
are female. In order to achieve this
sustainably, we are focused on building
a strong pipeline of female talent.

We have introduced a career
acceleration programme, ‘Catalyst’, with
a first cohort of 20 women. Female
engineers are recruited through the
Graduate Programme, in order to build
the pipeline at all levels. This year, 56%
of the graduates recruited were women.
All recruitment is required to have a
gender diverse shortlist.

IMI's talent pipelines are reviewed by the
Executive team twice a year.

Members of the Executive Committee
have gender diversity objectives and
these are then cascaded throughout
the business. Communications are
co-ordinated in order to celebrate
success and share good practices.

For example, the WISE Campaign

(a UK initiative to increase the
participation of women in science,
technology, engineering and
mathematics) has Ten Steps, which
are useful guidelines applicable across
the world.

IMI takes the opportunity to celebrate
diversity in its broadest sense,
communicating across the Group
through channels such as the Inclusion
and Diversity Hub on the IMlintranet.
Itis part of the Better World team'’s
remit, who lead the ESG agenda on
behalf of the Executive Committee
as an integral part of our purpose,
vision and values, critical to achieving
our aspirations.
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Supporting our
communities

Employee engagement

Employee engagement is a key strand

of IMI's strategy, across the Group.

To deliver our purpose and plans,

a customer-focused and collaborative
culture at all levels of the business is
fundamental. From day to day customer
service provision within our operations,
to technical problem-solving between
engineers; from account management
with our salespeople through to strategic
partnering at a senior level, customer
relationships are developed throughout.

Employee engagement is fully
integrated within our established
business management processes,
included in all business plans and
strategies, and tracked and managed
as part of our business reviews.

This keeps the process simple,
sustainable and avoids introducing
complexity. It allows managers to
factor in feedback from the workforce,
tailor plans to the key drivers of their
business, and use employee engagement
as a true strategic enabler.

The IMI Way Day

An engagement survey is undertaken
with all employees every year during
the IMI Way Day. This year, the day was
very much driven by the experience of

the Coronavirus pandemic. It was an
opportunity to engage with all our
employees, to recognise the challenges
they've faced at home as well as at
work, and to recognise the impact

this has had. Most importantly, it was
important to thank each one of our
employees for everything they have
done in support of each other and of IMI.

With the uncertainty everyone has faced
it was important to pause, align on
future priorities, and then enable the
whole organisation to move forward
with purpose, clarity and confidence.

The employee survey results overall
were positive, reflecting management
focus this year. We continue to maintain
a high percentage of employees that
would recommend IMl as a good
employer to family and friends. The
highest scoring response was given to
the support IMI provided employees
through the Coronavirus pandemic,
where 85% of respondents said they
believed IMI had supported its
employees through the global pandemic.
Scores for health and safety and
diversity were also in the top three most
highly scored topics.

The biggest opportunity for
improvement identified by the survey
responses is to engage people more
fully in site and divisional priorities.

. »
Effective engagement
is an essential element
of success.

Employee representation

Many of our sites have union
representation with whom we regularly
engage and maintain good relations.

We also hold an annual European
Communications Forum (ECF). This took
place virtually this year and was attended
by employee representatives from all of
our key European geographies. It provided
an opportunity for management
(including the Chief Executive, Finance
Director and Group HR Director) to
update on progress on key business and
human resource issues. It also provided
an opportunity to respond to a wide
range of questions from the
representatives on key matters of
employee concern. Discussions and
feedback from these engagement
channels are then fed back to Group

and divisional management with a view
to continuously improving communication
and engagement with employees on

a global basis. In the year, we have
managed major restructurings in many
businesess and geographies with
excellent co-operation from the
workforce. Thomas Thune Andersen is the
Board director designated with oversight
of workforce engagement. In this role,
Thomas attended the ECF this year.

He has also joined various programmes
such as the Graduate Induction and the
Growth Accelerator pitches and met with
the Inclusion and Diversity team, giving
insights into these initiatives.
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Leadership

Leadership has had a profound impact
on employee engagement this year.

In circumstances which were unfamiliar,
constantly changing, and with an
uncertain future, IMI set up a structure
to provide the clear and consistent
leadership, direction and support.

Communication

Beyond our established external
communications with our wider
stakeholders, our internal
communication efforts have been
strengthened considerably over the

last year — even before the additional
challenges presented by Coronavirus
became apparent (see page 06 for more
on COVID-19 communications). The IMI
intranet has been developed to be
more relevant and engaging. As well

as a section specifically addressing
Coronavirus issues, a new Inclusion

and Diversity Hub, a section for Growth
Accelerator projects, and regular video
communication from senior leadership,
are all now accessible to employees.
Intranet hit rates have significantly
increased since the beginning of the year.
There are still many opportunities to
improve, and the Group continues to
focus on this as a key business enabler.
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Leadership development

IMI continues to invest in and support
leaders with their development
throughout the Coronavirus pandemic,
delivering our core programmes virtually,
as well as offering additional support
with specific learning modules to
support managers in leading through

a crisis. We continue to build capability
and bench strength at all levels. The core
management suite for senior and middle
managers has been modified and
refreshed to reflect the revised strategy,
purpose, vision and values. In addition,

a new programme has been developed
for General Managers, supporting the
objective of having business
management and decision making

close to the customer.

The eLearning system (IMI Learn) was
refreshed in February, enabling the
delivery of new content, which has been
especially useful during the Coronavirus
pandemic this year. A series of learning
modules has been made available, with
topics to support our purpose, vision
and values. The subject areas cover
issues such as innovation, Inclusion

and Diversity, customer relationships
and employee engagement.

Talent and succession

The success of internal promotions has
been a theme this year with 74% of our
43 senior vacancies having been filled

internally, compared to 66% in 2019.
We continue to build deeper talent
reserves, improving our succession
coverage for key positions.

We continue to focus on talent planning,
with Executive reviews twice a year
focusing on building strong, diverse
talent pools throughout the
organisation.

Community engagement

Our communities are key stakeholders
in IMI and how we engage with them
illustrates our values. This is becoming
increasingly important for our
employees, with feedback from the
IMI Way Day requesting more focus
from IMl'in this area.

Many of IMI's businesses have a

long history of supporting their local
communities. This year many sites
supported organisations through the
challenges of the Coronavirus pandemic.
In Italy, support for local hospitals was
provided through donations during
particularly stressful periods. In the

UK, IMI donated to the Birmingham
Nightingale Hospital.

Going forward, IMI will build on this
platform, communicating its support
for community engagement, including
time, money and expertise, with more
visibility for all employees of the
activities across the Group.







Environmental, Social & Governance

Founded on
integrity
The IMI values

Our purpose, vision and values are all
strongly interlinked with the strategy
and mutually reinforcing. Our purpose
describes who we are.

Breakthrough Engineering
for a better world.

Our vision explains how we will achieve
our purpose.

IMI will create tremendous value by
solving key industry problems in
attractive markets and working
with the best.

Our values describe the mindset and
culture needed to deliver on our
ambitions. They were revised this year,
to simplify and align more fully with the
purpose and vision. Although formally
introduced to the organisation during
the October 2020 IMI Way Day, the
concepts played a central role in
communications throughout the year.

Customer intimacy - a mindset where
the customer is at the heart of
everything we do.

One big team — accesses the diversity

of IMlin every sense, whether this is

the diversity of talent, knowledge and
experience that we have with our people,
or the different technologies, processes
and end markets across our businesses.

Playing to win — a growth mindset that
is open to innovation and learning.

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

The IMI values are key drivers of business
success. That culture can be a source of
competitive advantage has been evident
this year through the Coronavirus
pandemic. Responding quickly to
safeguard employees; focusing on
solving customer problems; and working
together across the whole Group,

have all supported us through the crisis.

Code of Conduct

It is essential that we act with integrity
and at all times run our business in an
ethical way. Integrity is one of our core
values and underpins everything we do.

It is a cornerstone of our culture.

Our Code of Conduct (the 'IMI Code")
sets out the standards we expect our
employees to adhere to. It covers a
range of issues including anti-bribery
and anti-corruption and is available
in thirteen languages.

Every employee receives a copy of the
IMI Code upon joining the Group and
specific training about the IMI Code

is provided as part of our employee
induction programme. On an annual
basis we provide refresher training and
updates on specific compliance issues
to relevant employees.

The IMI Corporate
Governance
Framework

QOur governance framework and the
practical workings of our Board and
its committees are described in the
Corporate Governance Report on
pages 70 to 75.
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We have a number of detailed policies
underpinning the IMI Code and
appropriate compliance processes.
Around the Group there are 29 legal

and compliance specialists supporting
the businesses with training and
implementation of compliance policies.
Monitoring and review procedures
include Internal Control Declarations,
spot checks and regular on-site legal and
compliance reviews, which are designed
to help instil the highest standards of
regulatory compliance. These policies
and procedures are embedded in our risk
assessment processes, further details of
which are provided on page 58.

We encourage all employees to report
any incident that is not in keeping with
our values and behaviours through a
confidential independent hotline in 12
languages, which allows anonymous
reporting. The Group's Ethics and
Compliance Committee reviews hotline
activity on a monthly basis. Reports
are investigated thoroughly and, where

required, action is taken to resolve issues.
The Board also monitors the operation
of the hotline and checks that
commensurate investigation and
follow-up is carried out. During 2020,

33 cases were reported via the hotline
which compared to 21in 2019.

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

Whilst we commit to acting responsibly,
sustainably and with integrity, we expect
our extended supply chain to do the
same. We actively choose suppliers
that respect the environment, their
employees and adhere to our strict IMI
Supply Chain Code of Conduct. But

our supply chains are often long and
complex, so we also encourage our
partners to adopt similar working
practices regarding their own suppliers.
We strive to positively influence ethical
and sustainable trading throughout

the world.

4

IMlis also committed to sourcing our
raw materials responsibly. This means
that we have a process to identify

the origins of conflict minerals in our
supplies, and are committed to ensuring
they originate from legal, audited mines.
We ask all of our suppliers of products
containing conflict minerals (specifically
tin, tantalum, tungsten and gold -
otherwise known as 3TG) to take
immediate action to identify the origins
of 3TG in the products they supply to us.

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

IMI has many stakeholders, each with different perspectives on what they'd like to
see from us. Whether those are employees, partners, the communities we operate
in, or people whose pensions are invested in IMI shares. One characteristic they

all share is the growing importance they attach to ESG. That is why ESG
considerations are embedded throughout our strategy and in our purpose.

On pages 28 to 41 we have described what Environmental, Social & Governance ('ESG') means to IMI and how we address the
various issues that ESG describes. It is a complex subject area, but in many ways it's also quite simple. It's about doing business
the right, responsible way. It's about minimising or eliminating any negative impact our businesses may have on our communities,
our wider stakeholders, and on the environment. It's also about how we help our customers solve problems to improve energy
inefficiency, reduce harmful emissions — and drive sustainability. Breakthrough Engineering for a better world.

In this section, we set out our intent. Our ambition. We all need to set demanding targets which we will work hard to achieve.
We will also report openly where we succeed - or not — in those ambitions.

Steps taken

1 2019: ESG evolved

2 2020: Scope and structure established

Many aspects of ESG have been
successfully addressed by IMl in the

past — including governance, emissions
reporting and social responsibility. But

the scope of issues has increased and the
urgency to deliver improvement is growing.

Our starting point is positive. For example:

We enjoy a long-standing reputation

for good governance (MSCI 'AA rating in
ESG), because doing business the right
way has always been important to us.
That's a reputation we will fiercely protect.

A significant proportion of the products
and solutions we supply are developed
to help customers solve problems
associated with emissions reduction,
efficiency improvement, and other
environmental improvement objectives.

Our Inclusion and Diversity agenda is
driven by our desire to have a dynamic,
effective and inclusive team; something
we believe to be essential to success.

All of these and other objectives are
embedded in our strategy and purpose
and, where appropriate, included in the
strategic and personal objectives of the
annual incentive bonus (see pages 99 and
100). But whilst our ambitions haven't
changed, we want to expand our specific
targets - as well as the actions and
initiatives that will deliver them. It matters
to us. It matters to our stakeholders.

In 2019, IMI changed how we report ESG,
recognising that we are at the start of

a significant and ambitious programme
of development.

During 2020, we reviewed and confirmed what matters to IMI, and where we believe
we can have a positive impact. We also formalised our approach to ESG, so that we

may achieve our purpose, effectively.

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

» Thomas Thune Anderson was appointed as the non-executive director responsible
for ESG matters at IMI. As Chairman of Orsted, a company voted in Corporate
Knights as the world's most sustainable, his experience is significant and relevant.

» The Board set ESG priorities and the IMI Executive is fully engaged with

ESG matters.

» The Better World team was established with senior representation from around
the business, each with a different perspective and expertise in ESG issues.

Area Roles Responsibility
Board Chief Executive To ensure ESG issues are considered as
f th X
ESG non-executive sponsor par t o the Group purpose, strategy and
objectives
Executive Executive ESG sponsor To set direction and ESG focus areas
L. . " | t to IMI
Divisional Managing Directors relevant to
To oversee ESG initiatives and provide
regular updates to the Board
Better IMI Precision divisional champion A cross divisional and functional team,
World co-ordinating Environmental, Social &
team IMI Critical divisional champion Governance initiatives across the Group

IMI Hydronic divisional champion

Head of Health, Safety &
Environment

Head of Investor Relations
Head of Risk

Head of Engagement &
Communications

Head of Inclusion & Diversity

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

the above

Managing IMI's relationships with external
consultants and agencies
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Expert guidance engaged

Ricardo PLC was appointed by IMI to
assist with ESG strategy planning and
target setting. Ricardo's perspective is
important as a specialist and accredited
engineering and environmental
consultancy. Ricardo shares our high
expectations, as well as our ambition to
deliver a best in class performance in
ESG. They are helping IMI to:

3 Deliver ambition

ESG is a wide-ranging topic, driving
many workstreams that include
maintaining our Governance reputation
and advancing Social impact initiatives.
Below, a few environmental priorities.

Develop more products that have
positive environmental and social
impacts, for a better world - by, for
example, using less energy, creating
less noise, delivering longer life-spans.

Reduce the environmental impact of
our businesses - by incentivising them
to make ESG a priority in their planning.
By encouraging them to ‘act’, not wait.

» We have a clear understanding of our
Scope 1and Scope 2 carbon footprint
and have self-improvement targets
for all sites — audited externally.

» \We are working to deliver a strategy
for Scope 3 emissions.

» Establish appropriate and demanding targets
for our own business, as well as a strategy for

achieving them.

» Establish relevant ESG performance

characteristics and measures of the products

and solutions we deliver for customers.

» Establish a strategy for effectively

communicating our credentials, whether
directly to our stakeholders, through our Annual
Report, website, or via ratings agencies and

specialist indices.

» We are evaluating our products and
solutions against both specific
environmental impact, and their
relevance to UN Sustainable
Development Goals ('SDGs").

» We will also be working towards using
the WBCSD Portfolio Sustainability
Assessment methodology.

» All new product development
programmes now prioritise ESG
considerations.

Keep our stakeholders informed on
progress — with relevant, meaningful
and challenging targets.

» The work being undertaken on
environmental assessment will support
our goal to fully align with the
recommendations from the Task Force
on Climate-related Financial
Disclosures (‘'TCFD").

» We provide data to outside agencies
facilitating external assessments of
ESG credentials.

RICARDO

4 Set stretching targets

In the 2021 Annual Report we will publish
more detail on our ESG plan, including
targets, methods and timescales

by which we aim to reach them.

These will be categorised into short,
medium and long-term targets. We are
adopting an approach in-line with
science-based targets.

As a starting point, we have introduced
an explicit goal of halving our factory
COz2 intensity by 2030 (based upon 2019
Scope 1and Scope 2 emissions).

We will also produce greater clarity on
our own products' beneficial impact
on the environment.

We plan to deliver. And we plan to share
the results of our analysis on an open
and regular basis.

We will also regularly review our
approach, in what is a rapidly evolving
and important area - for us all.




Our ability to fulfil our purpose and generate
sustainable value is dependent on a wide range of
stakeholders. We run our business in a responsible
way and proactively engage with and consider
stakeholders when making decisions.

As we build on our progressive Environmental, Social & Governance
platform and IM| becomes increasingly purpose driven, we are
developing deeper relationships with all of our stakeholders. Fully
understanding their needs feeds into and drives our business plans.

IMI Precision Engineering
Alpen, Austria
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The table below shows our key stakeholder groups and summarises their principal issues and how we engage with them.

For information about how stakeholder interests are addressed by our business model, see page 12 and the Environmental, Social

and Governance section on pages 28 to 43.

Our statement pursuant to Section 172 of the Companies Act 2006, which references stakeholder considerations and other
factors in Board decision-making appears on pages 75 and 76.

Our
stakeholders

Their priorities

How we engage

Further information

Customers

Employees

Shareholders

Suppliers

Society/
community

Governments

Value enhancing products
and solutions

World-class customer
service

Market leading innovation

Long-term partnerships

Health, wellbeing and
safety at work

A positive culture that
values the unique
contribution of individuals
and addresses their
different requirements

of work

An environment that
engages all employees

Opportunities to grow
and develop

Reward

Financial returns
Strategy and execution
Sustainable approach

Capital allocation

Long-term partnerships

Fair and timely payment/
commercial terms

Collaborative approach

Positive social impact

Employment
opportunities

Environmental impact on
the neighbourhood where
we operate and on the
global community

Employment

Tax income

Sustainable approach
to business

The Growth Accelerator programme involving hundreds
of customer interactions

Ongoing relationship management at strategic, sales
and technical engineering 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 platforms to drive knowledge sharing,
customer networking, and relationship building

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

Comprehensive health, safety and wellbeing programmes
that touch all employees

Employee engagement actions, integrated within business
plans, at every level

Annual Group-wide IMI Way Day and employee survey

Workforce engagement at Board and management levels.
This includes staff representative and Union participation.
The European Communications Forum meets annually,
with representatives from our key European geographies

Appropriate engagement takes place at local level in relation
to restructuring changes affecting the workforce

A suite of face to face and online training and development
programmes, targeted at business and employee needs.

Leadership conferences, town hall meetings

Targeted individual, team and group communications
through the Poppulo and Intranet platforms

Independent confidential hotline
Intranet for each division and the Group

Corporate website

Annual General Meeting

Active Investor Relations programme

Investor and analyst engagement

Chair and senior independent director available to shareholders
Investor communications and corporate website

Remuneration related consultation

Ongoing commercial dialogue
Supplier audits

Supplier summits

Local community support and charitable activities
University partnerships and Graduate Programme

Active management of emissions and reduction plans
across Ml sites

Engagement in relation to specific issues on an ad hoc basis

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

Our Growth Accelerator
programme - see pages
14 to 27

Examples of the use of digital
platforms to drive knowledge
sharing, customer networking,
and relationship building can
be found on pages 22 to 25
and 27

Health and safety - see pages
34t0 35

IMI Way Day - see page 37

Employee engagement -
see pages 37 and 38

Training and development -
see page 38

Executive remuneration
reflective of remuneration
for the wider workforce -
see page 96

Investor Relations programme
- see pages 7/3to 74

Remuneration related
consultation - see page 73

Supply chain management -
see page 06

Modern slavery statement,
Supply Chain Code of Conduct
and Responsible Minerals
Sourcing policy — see our
website

Community activities -
see page 38

Environmental, Social &
Governance section —
see pages 28 to 43

Environmental performance -
see pages 30 to 32

Tax strategy on our website
www.imiplc.com/esg
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Operational review

Precision
Engineering

IMI Precision Engineering specialises in the design and
manufacture of motion and fluid control technologies
where precision, speed and reliability are essential

to the processes in which they are involved.

Adjusted revenue Adjusted operating profit

£E877m - £151m ¢

A

L\,\ﬂ New solutions to satisfy
YL China emissions legislation

IMI Precision Engineering has an established
reputation for the development of products
that help reduce emissions from heavy truck
engines, including Diesel Air Inlet Throttles

and the Smart Waste Gate valve. In June
2018 China released new emission standards,
‘China &' for heavy vehicles, to come into

force in July 2021 and IMI's products will
therefore contribute to a substantial reduction
in transport emissions and associated
improvement in air quality in China. To support
new customers in Asia, IMI has already
developed solutions dedicated to those local
emissions and efficiency requirements.
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2020 performance

In 2020 IMI Precision Engineering
has delivered significant progress in
its structural reorganisation as well
as a strong operational performance.
The response to an unprecedented
surge in ventilator valve demand was
exemplary, as the business quickly
and reliably scaled-up production

by a factor of 10x.

Revenue, on both an organic and
adjusted basis, was 3% lower than in
2019 at £877m. That result reflected
performances in Motion Control (down
1% vs 2019) and Commercial Vehicle
(down 25% vs 2019) that followed the
trends evident across their wider
segments. However, in the final quarter
of the year, both segments delivered
sequential improvements in revenue.
The Fluid Technologies business delivered
revenues 24% ahead of 2019, largely
driven by the surge in demand for
ventilator valves to satisfy the urgent
global need in light of the pandemic.
Ventilator valve sales totalled £117m

in the year, reflecting a temporary surge
of £94m above the more normal level
of demand experienced in 2019 (£23m).
Current expectations are for overall
sales to return to c.£35m in 2021.

Operating profit of £15Tm for the year
was 2% higher than in 2019 (£148m)

on both an adjusted and organic basis,
which resulted in margins of 17.3%
(2019: 16.3%). The benefits of
rationalisation, effective operational
management, and sales mix all
contributed to that robust performance.

Outlook

Based on current market conditions,
and assuming no worsening impact
from Coronavirus, we expect the reversal |
of the temporary surge of ventilator
demand to be largely offset by
improving markets in Motion Control
and Commercial Vehicle. This will result
in IMI Precision Engineering 2021 organic
revenues being slightly lower than 2020.
Profits and margins are expected to be
flat to slightly down as rationalisation
benefits will be offset by the reversal

of 2020 temporary savings and the mix

effect from lower Life Sciences sales.
B Ferreira
BiVisional Managing Director

Key achievements

» The rapid increase in production
and delivery of critical ventilator
valves by more than 10x.

» Effective operational and
supply chain management
during a period of significant
market volatility. b | -
» Increasing resource dedicated - l':"
to Growth Hub initiatives. w ¥

» Continued complexity reduction
including delivery of planned
restructuring benefits.
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| M Critical
Engineering

IMI Critical Engineering is a world-leading provider
of flow control solutions that enable vital energy and
process industries to operate safely, cleanly, reliably
and more efficiently. Our products control the flow
of steam, gas and liquids in harsh environments and
are designed to withstand temperature and pressure
extremes as well as intensely abrasive or corrosive
cyclical operations.

Adjusted revenue Adjusted operating profit

£E643m - £107m :

0 I . d
212 nnovgtlv? pro ucts to
@ cvurtail noise disturbance

! As more of the world has switched away from
coal production, greater demands are being
i made of gas, and the infrastructure that delivers
it. One major environmental issue with intensive
use of pipelines is the noise that affects local
communities. IMI Critical's new product, dBX
Shield, combining our Drag technology with our
ball valve expertise, solves this problem, stopping
= ; - : ~ = unacceptable noise and vibration which impacts
[:O] P e P S e e | both people and animals.

IMI Critical Engineering
Rancho Santa Margarita, USA

-
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2020 performance

IMI Critical Engineering has delivered
a very strong financial performance
for the year, while continuing to
reposition its business toward

more attractive markets.

When compared with 2019, order input
for the year decreased by 8% on an
organic basis with New Construction
down 17% and Aftermarket flat to 2019.
Both New Construction and
Aftermarket Field Service activities were
adversely impacted by the effects of the
pandemic. The division was able to again
deliver good growth in Aftermarket
Upgrade valves by focusing on solving
identified operational problems being
experienced by both existing and new
customers.

Oil & Gas orders of £134m were up 9%
and were supported by £58m of New
Construction LNG orders, as well as
11% growth in Parts. Refining and
Petrochemical orders of £177m were
down 20%, reflecting reduced new build
activity and maintenance budgets in
the year.

Power orders of £190m were up 5%,
with good growth in New Construction
coming from projects in gas-fired and
concentrated solar power stations.
Within Power, New Construction Coal
orders totalled only £16m in the year,
now less than 3% of division order
activity. Coal Aftermarket Parts orders
were largely flat in the year, reflecting
the resilience of the division's installed
base. Over 60% of these orders relate
to valves installed within modern and/or
favourably located facilities, providing
confidence that this important annuity
will continue into the future.

Marine orders of £33m were 51% lower
than last year, which was expected due
to a large multi-year order received in
2019. This remains a highly attractive
part of IMI Critical's portfolio which

will provide long-term growth given

its expanding product offering and
geographic reach.

Nuclear orders increased 38% in the
year to £78m, with over 90% of activity
within the Aftermarket. IMI Critical
benefits from the ongoing investment to
install the latest technologies into older
nuclear power facilities to significantly
extend the lives of those assets.

The 2020 closing order book was £522m
- up 1% when compared to 2019.

Organic revenue at £643m was 4%
lower than in the previous year, and
1% lower when including the results
of PBM and currency movements.
New Construction sales were £309m
(+7% vs. 2019), whilst Aftermarket
sales were 12% lower than the
previous year at £334m.

Operating profit of £107m was 14%
ahead of 2019 on an organic basis,
despite the decline in volumes, delivering
a significant improvement in margins
t016.6% (2019: 13.8%).

Outlook

Based on the opening orderbook and
current market conditions, and assuming
no worsening impact from Coronavirus,
we expect IMI Critical Engineering 2021
organic revenues and profits to be
broadly flat when compared to 2020.

Key achievements

» Early order success from
Growth Accelerator teams.

» Strong upgrade Aftermarket
order delivery.

» Accelerated progress with
restructuring programme.

Jackie Hu
Divisional Managing Director
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Hydronic
Engineering

IMI Hydronic Engineering is a leading provider of
technologies that delivers energy efficient water-based
heating and cooling systems for the residential and
commercial building sectors.

Adjusted revenue Adjusted operating profit

£305m - f56m -

Thermostatic radiator
w controls providing
significant energy savings

IMI Hydronic Engineering has long-established
expertise in delivering effective and reliable
thermostatic radiator valves for both domestic
and commercial applications. IMI Heimeier's
Halo B thermostatic head delivers material
energy savings, particularly when compared
with manual controls, and in a variety of
different settings. The solution not only saves

EO] energy for its user but, by extension, also results
in lower CO2 emissions for the environment.

IMI Hydronic Engineering
Erwitte, Germany
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2020 performance Outlook

IMI Hydronic was notably affected Based on current market conditions, and
in the first half of 2020 by construction no worsening impact from Coronavirus,
site and installer access restrictions, IMI Hydronic Engineering's 2021 organic
as governments responded to the revenues and margins are expected to
Coronavirus pandemic. The division be slightly higher than in 2020.

experienced better conditions in

most markets as the year progressed, .
including modest growth in Q4. While KE)’ achievements
managing effectively the significant .
volatility and uncertainty of the » Strong oPeraFlonql
pandemic year, IMI Hydronic continued performance in

to drive forward its strategic plan volatile markets.
of simplification and growth.

» Delivery of supply chain

Organic revenue was £305m, 4% lower simplification and Slovenia Phil Clifton

than in 2019, with declines experienced factory closure. B eTRIRRREE o Director
across all sectors. Operating profit of . .

£56m was 5% lower on an organic basis ~ ” Contlnued.progress with

versus the prior year, and resulted in an cultural shift and Growth

improvement to the operating margin Accelerator projects.

t0 18.3%. The division's simplification
project is now largely complete, and
on track to deliver the targeted £3m
of savings by the end of 2021.
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IMI achieved a good
resultin 2020, with i
margins in all divisions
strong cash generation
despite the difficult
trading environment.

Key highlights
Continuing Adjusted* Statutory
operations: 2020 2019 Change Organic® 2020 2019 Change
Revenue £1,825m £1,873m -3% -4% £1,825m £1,873m -3%
Operating profit £285m £266m +7% +5% £227m £204m +11%
Operating margin 15.6% 14.2% +140bps
Profit before tax £274m £251m +9% £214m £189m +13%
Basic EPS? 79.7p 73.2p +9% 62.7p 57.6p +9%
Operating cash flow? £335m £299m +12%
Dividend per share* 22.5p 41.1p -45%
Net debt £316m £438m

1 Excluding the effect of adjusting items as reported in the income statement.

2 Statutory amounts for Basic EPS include both continuing and
discontinued operations.

3 Operating cash flow, as described in Note 19 to the financial statements.

Results summary

To facilitate a more meaningful review of performance,
certain alternative performance measures (‘APMs") have been
included within this Annual Report. These APMs are used by
the Executive Committee to monitor and manage the
performance of the Group, in order to ensure that decisions
taken align with its long-term interests. Movements in adjusted
revenue and operating profit are given on an organic basis
(see definition in Note 3) so that performance is not distorted
by acquisitions, disposals and movements in exchange rates.

A table summarising the reconciliation of adjusted measures
to statutory measures is included in Note 4.

The Group delivered a good financial result in the year, as both
margins and cash flow improved despite the difficult trading
conditions experienced in certain end markets. Revenue
decreased by 3% to £1,825m (2019: £1,873m). The exchange
rate adjustment was nil and after adjusting for £19m of sales
for the first 9 months of 2020 in IMI PBM, that were not in the
comparative period in 2019 as this was prior to the acquisition,
organic revenue was 4% lower and reflects the challenging
economic markets as a result of the global pandemic.

“The 2019 Dividend per share includes the postponed dividend that was paid in
September 2020.

5 Change shown after adjusting for exchange rates and excluding the impact of
acquisitions (see Note 4).

Adjusted operating profit of £285m (2019: £266m) was

7% higher, and after removing the £2m favourable impact

of exchange rates and the inorganic element of the PBM
acquisition was higher by 5%. The adjusted operating margin
was 15.6% (2019: 14.2%) as the Group was able to manage
effectively through the difficulties brought on by the pandemic.
All three divisions grew margins in the year, supported by the
benefits of ongoing restructuring programmes and value-
pricing initiatives. Statutory operating profit was £227m
(2019: £204m). We consider that the presentation of adjusted
results allows for improved insight to the trading performance
of the Group.

Adjusted net financing costs on net borrowings of £11.0m
(2019: £14.9m) was lower due to the repayment of a US$100m
loan in the second half of 2019 and a one-off benefit to interest
from tax refunds, and includes the impact of £2.5m (2019:
£2.3m) interest cost on leases. Adjusted net financing costs
were covered 35 times (2019: 24 times) by continuing adjusted
earnings before interest, tax, depreciation, amortisation,
impairment and adjusting items of £380m (2019: £357m)

and included £30m (2019: £32m) of depreciation on our

leased assets. The net pension financing income under

IAS 19 was £0.2m (2019: £0.5m expense).
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Adjusted profit before taxation was £274m (2019: £251Tm),
which is higher by 9% compared to 2019. Statutory profit
before taxation increased 13% to £214m (2019: £189m) as the
Group continued its restructuring activities to address current
market realities and improve long-term competitiveness.

Adjusting items and

discontinued operations
Adjusting Items 2020 2019

£m £m

Reversal of net economic hedge contract (gains)/losses (2) 4
Restructuring costs 36) (52)
Gains on special pension events - 9
Impairment losses 2 2)
Acqujr_ec_i in’_congible amortisation and other a19) (21)
acquisition items
Net financing (costs)/income (2)
Tax in connection with the above adjusting items 13 17

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

» Changes in the fair value of economic hedges which are not
designated as hedges for accounting purposes, together with
the gains and losses on their settlements, are included in the
adjusted revenues and operating profit of the relevant
business segment with the net loss at £2m (2019: gain
of £4m). The adjusting items at the operating level reverse
this treatment. The net financing adjusting items reflect
the change in value or settlement of these contracts with
the financial institutions with whom they were transacted.

The restructuring costs of £36m (2019: £52m) are a result of
a number of significant restructuring projects across the Group.
These include the continuation of a cost and footprint
rationalisation programme within IMI Precision, £5m in
Europe and £2m in the Americas, which include the closure
of a manufacturing site in each region. In IMI Critical, adjusted
restructuring costs related to a restructuring programme in
the EMEA region of £23m, which included the closure of
manufacturing at two Italian sites and restructuring at

two German sites, and £2m in the Americas to right size

the workforce. In IMI Hydronic, there were costs of £5m
related to the closure of a manufacturing site in Slovenia and
consolidation of the Swedish and German distribution hubs
into one hub in Poland. There was a provision release of £1m
related to the Corporate HQ following the closure of matters
relating to previous projects. Details of 2019 projects are
included in Note 3.

In 2019, gains on special pension events were £9m. A gain
in respect of an accounting adjustment for Swiss disability
benefits was recognised for £5m. In addition, within
Switzerland there was a gain of £3m in respect of

a restructure of the pension benefits and curtailment

and settlement gains of £1m.

» In 2020, the Group recorded an adjusting impairment charge
of £2m (2019: £2m) associated with the restructuring
programme ongoing in IMI Precision Engineering and IMI
Critical Engineering.

» Acquired intangible amortisation is excluded from adjusted
profits, to allow for better comparability of the performance
across divisions. This allows users of the financial statements
to gain a clearer understanding of the performance of
the business, with the impact of amortisation identified
separately in line with internal reporting to management.
Acquired intangible amortisation reduced to £19m (2019:
£20m), which largely relates to the amortisation of the
intangible assets recognised on the acquisition of Bimba
in 2018. In 2019 there was a release of the fair value uplift
to inventory, recognised as part of the PBM acquisition
accounting in accordance with IFRS 3 ‘Business
Combinations’ of £1m.

» A net loss arose on the revaluation of financial instruments
and derivatives under IFRS 9 of £2m (2019: £0.4m gain).

» There was a pre and post-tax gain of £3min 2019 from
discontinued operations relating to the finalisation
of a number of matters relating to historical
discontinued operations.

Taxation

The adjusted effective tax rate for the Group remained at
21% (2019: 21%). The total adjusted tax charge for the year
on continuing operations was £58m (2019: £53m). 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 Tax Policy which is available on the Group's
corporate website.

Earnings per share

The Board considers that a more meaningful indication of

the performance of the Group is provided by adjusted earnings
per share. Adjusted basic EPS was 79.7p (2019: 73.2p) and
increased by 9%. Statutory basic EPS increased by 9% at
62.7p (2019: 57.6p) and statutory diluted EPS increased by

9% at 62.6p (2019: 57.6p).
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Cash flow

Movement in net debt 2020 2019
£m £m
Adjusted EBITDA* from continuing operations 379.5 357.3
Working capital movements 14.6 12.9
Capital and development expenditure (50.7) (65.8)
Provisions and employee benefit movements** 8.5 6.5
Principal elements of lease payments (28.7) (31.3)
Other 113 19.2
Adjusted operating cash flow*** 334.5 298.8
Adjusting items**** (36.7) (26.2)
Interest (11.0) (14.9)
Derivatives (22.5) 16.1
Tax paid (41.0) (40.2)
Additional pension scheme funding (7.0) (7.0)
Free cash flow before corporate activity 216.3 226.6
Dividends paid to equity shareholders (91.6) (110.8)
Acquisition of subsidiaries (69.0)
Net purchase of own shares (8.5) (3.4)
Net cash flow (excluding debt movements) 116.2 43.4
Reconciliation of net cash to movement
in net borrowings
Net increase/(decrease) in cash and cash equivalents 98.4 (19.5)
excluding foreign exchange
Repayment of borrowings excluding foreign exchange 17.8 62.9
and net debt disposed/acquired
Decrease/(increase) in net debt before acquisitions, 116.2 43.4
disposals and foreign exchange
Net cash/(debt) acquired - 1.0
Currency translation differences 33 127
Movement in lease creditors 21 (90.4)
Movement in net borrowings in the year 121.6 (33.3)
Net borrowings at the start of the year (437.8) (404.5)
Net borrowings at the end of the year (316.2) (437.8)

* Adjusted profit after tax (£216.4m) before interest (£10.8m), tax (E57.5m),
depreciation (£76.1m), amortisation (£16.3m) and impairment (£2.4m).

** Movement in provisions and employee benefits as per the statement of cash

flows (£7.9m) adjusted for the movement in restructuring provisions (£0.6m).

*** Adjusted operating cash flow is the cash generated from the operations
shown in the statement of cash flows less cash spent acquiring property,
plant and equipment, non-acquired intangible assets and investments; plus
cash received from the sale of property, plant and equipment and the sale of
investments, excluding the cash impact of adjusting items. This measure best
reflects the operating cash flows of the Group.

**** Cash impact of adjusting items.

Adjusted operating cash flow was £335m (2019: £299m). This
represents a conversion rate of total Group adjusted operating
profit to adjusted operating cash flow of 117% (2019: 112%).

Net working capital balances decreased £15m due to

a reduction in receivables of £18m as a result of good cash
collection across the Group and an increase in payables

of £6m due to overall payment timing, partly offset by

an increase in inventory of £9m. The decrease in 2019 of
£13m was due to a decrease in receivables of £45m partly
offset by an increase in inventory of £15m and a decrease
in payables of £17m.

Cash spent on property, plant and equipment and other
non-acquired intangibles in the year was £51Tm (2019: £66m)
which was equivalent to 0.8 times (2019: 1.1 times) depreciation
and amortisation thereon. Capital spending in 2020 was
deliberately curtailed during the pandemic given the economic
uncertainty; expectations are for a return to historical levels

of £60-70m in the future. Research and development spend,
including capitalised intangible development costs of £7m
(2019: £9m), totalled £46m (2019: £52m).

In 2020 the Group paid tax of £4Tm (2019: £40m) which
was 71% (2019: 76%) of the adjusted tax charge for the year.

Dividends paid to shareholders totalled £92m (2019: £11Tm),
reflecting the Group's decision to reduce its distribution to
provide a dividend earnings cover baseline of three times
Adjusted Earnings per Share, which will enable IMI to deliver
more effectively on its long-term growth ambitions. In addition,
there was a cash outflow of £9m (2019: £3m outflow) for

net share purchases to satisfy employee share options.

Balance sheet

Net debt at the year end was £316m compared to £438m at
the end of the previous year. The decrease reflects strong cash
generation in the year including good working capital
management. The net debt is composed of a cash balance of
£208m (2019: £88m), a bank overdraft of £74m (2019: £60m),
interest-bearing loans and borrowings of £362m (2019: £376m)
and lease liabilities of £88m (2019: £90m).

The year end net debt to adjusted EBITDA ratio was 0.8 times
(2019: 1.2 times) based on continuing adjusted EBITDA. At the
end of 2020, loan notes totalled £362m (2019: £358m), with

a weighted average maturity of 5.3 years (2019: 6.3 years)

and other loans including bank overdrafts totalled £74m (2019:
£78m). Total committed bank loan facilities available to the
Group at the year end were £300m (2019: £300m), of which
nil (2019: £17m) was drawn.

At 31 December 2020, the value of the Group's intangible assets
was £600m (2019: £619m). The decrease of £19m over the prior
year was predominately due to amortisation and impairment of
£39m offset by additions of £13m and an increase arising from
exchange movements of £7m.

The net book value of the Group's PPE at 31 December 2020 was
£266m (2019: £271m). Capital expenditure on PPE amounted to
£38m (2019: £47m), with the main capital expenditure focused
on developing production facilities to support operational
efficiency as well as to increase capacity to accommodate the
increase in ventilator component demand. Including capitalised
intangible assets, total capital expenditure was £5Tm (2019:
£66m) and was 0.8 times (2019: 1.1 times) the depreciation and
amortisation charge (excluding acquired intangible amortisation
and lease asset depreciation) for the year of £63m (2019: £59m).

The net deficit for defined benefit obligations at 31 December
2020 was £22m (2019: £31m deficit). The UK surplus was £69m
(2019: £48m surplus) and constituted 77% (2019: 76%) of the
total defined benefit liabilities and 89% (2019: 88%) of the total
defined benefit assets. The deficit in the overseas funds as at 31
December 2020 was £91m (2019: £79m deficit).
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Return on capital employed ('ROCE’)

The Group uses ROCE as an indication of IMl's ability to deploy
capital effectively. The Group's definition is Adjusted Operating
Profit after tax divided by Average Capital employed. Capital
employed is defined as net assets adjusted to remove net debt,
derivative assets/liabilities, defined pension position (net of
deferred tax) and to reverse historical impairments of goodwill
and amortisation of acquired intangibles. ROCE was 12.3%

in 2020 (2019: 11.4%) which increased by 0.9%.

Note 2020 2019

£m £m
Adjusted Operating Profit 284.7 266.1
Notional Tax charge (59.8) (55.9)
Net Adjusted Operating Profit after tax 224.9 210.2
Net Assets 799.5 709.9
Adjusted for:
Net debt 19 316.2 437.8
Restructuring provision 20 30.1 29.4
Net derivative assets / liabilities 17 (6.1) (4.3)
Net defined pension benefit 14 22.0 313
Deferred tax on employee benefits (7.0) 9.3)
Previously written-off / impaired goodwill 351.9 351.9
Acquired intangibles amortisation 11 311.5 285.6
Closing capital employed 1,818.1 18323
Opening capital employed 1,832.3 11,8480
Average capital employed 1,825.2 18402
ROCE 12.3% 11.4%

Foreign exchange

The income statements of overseas operations are translated
into sterling at average rates of exchange for the year, balance
sheets are translated at year end rates. The most significant
currencies are the euro and the US dollar - the relevant rates
of exchange were:

Average Balance Sheet
Rates Rates
Foreign Exchange 2020 2019 2020 2019
Euro 1.13 114 112 1.18
US Dollar 1.28 1.28 1.37 1.32

The movement in average exchange rates between 2019 and
2020 provided no impact to our adjusted 2020 revenue and
a 1% increase in adjusted operating profit, with the average
US dollar rate flat and the Euro rate being 1% stronger.

If the exchange rates as at 12 February 2021 of US$1.39 and
€114 were projected for the full year and applied to our 2020
results, it is estimated that both adjusted revenue and profits
(including corporate costs) would be 3% lower.

Treasury

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

Brexit

The Group generates 5% of sales in the United Kingdom.
Whilst not a significant percentage of the Group's revenue,
the Group has taken steps to fully prepare for any potential
impacts following the UK's withdrawal from the EU on 31
December 2020. We have fine-tuned our Brexit mitigation
plan and established a Brexit contingency stock of £3m at
the year end. Developments are being monitored and further
mitigation actions may be taken as appropriate. Brexit is
also considered within our principal risks, see page 62.

Capital allocation & dividend policy

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

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

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

At 31 December 2020, IMI plc (the company) had distributable
reserves of £292m (2019: £303m).

Daniel Shook
Finance Director
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Key Performance Indicators

The Key Performance Indicators (‘"KPIs’) set out below represent
financial and non-financial measures which are integral to the
delivery of our strategy and are used to track progress.

Lost Time
Accidents

Per
100,000
hours

0.076

2019*

Organic
Sales
Growth

Why is this a KPI?

The health and safety

of all who work at IMl is
paramount. Ensuring a

safe working environment

is closely linked to our business
success, including attracting
and retaining the best talent.

Definition

We measure our progress

in this area by tracking our

>1 day lost time accident
frequency rate ('LTA rate") per
100,000 hours. This includes
visitors and contractors.

Performance

In 2020 our LTA rate reduced
to 0.075 with no fatalities,
reflecting the Group's
continued focus on
identifying and reducing
workplace hazards.

* The 2019 Lost Time Accident
rate has been restated to
0.076, from 0.072 reported
in 2019, due to the
reclassification of an injury
and follow up treatment.

Why is this a KPI?
Delivering consistent growth
is an important part of
building sustainable value
for shareholders.

Definition

Organic sales is stated at
constant exchange rates
and excludes the incremental
effect of acquisitions and
disposals. For 2020 that
means we are excluding the
9 months of sales for PBM
in 2020 where PBM was
not owned in the
comparative period.

Performance

Sales declined in 2020,
reflective of the difficult
market conditions partly
brought on by the
Coronavirus pandemic.

Employee
Engagement

Adjusted
Operating

Profit

74

2019

2020

266.1

Why is this a KPI?

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

Definition

We carry out an annual
employee survey as part
of our 'IMI' Way Day' and
use the response to certain
questions as the gauge of
employee engagement.
This score is in response to
the percentage of employees
who would recommend

IMI as a good employer

to family and friends.

Performance

We continue to maintain

a high percentage of
employees that would
recommend IMI as a good
employer to family and friend.

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

Definition

The Group's Operating Profit
before the adjusting items
described in Note 3, which
ensures a consistent basis
for comparison.

Performance

Adjusted operating profit
improved in 2020, despite
the revenue fall, reflective
of the commercial and
operational focus during
the year. Operating margins
improved 140bps to 15.6%.

2019 2020 2019

Adjusted Operating Profit is a target for the 2020 & 2021 Annual Bonus.
Return on Capital Employed and Adjusted Earnings per Share are performance
targets for the 2020 & 2021 IIP. See page 107 for further details.
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Cash
Conversion

2019 2020

Adjusted
Earnings
Per Share

2018 2019 2020

Strategic Report

Why is this a KPI?
Cash generation supports
investment in our business
and 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 is the
Adjusted Operating Cash
flow as a percentage of the
Adjusted Operating Profit.

Performance

Cash Conversion was again
strong in 2020 at 117%
supported by a working
capital inflow of £15m and
lower capital spend, with
expectations for capital
spend to return to historical
levels in the future.

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 EPS increased in
the year to 79.7p, despite the
difficult market environment.

e e

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

Return on
°
Capital
Employed Definition
Adjusted Operating Profit
after tax divided by Average
Capital employed. Capital
employed is defined as net
assets adjusted to remove
net debt, derivative assets/
Reflects liabilities, defined benefit
i pension position (net of
deferred tax) and to reverse
historical impairments of
goodwill and amortisation
of acquired intangible assets.

pi
adjustment
for IFRS 16

Performance

The Group's Return on Capital
Employed improved in 2020
to 12.3%, reflecting the profit
improvement in the year and
continued working capital
management.

2019

Our KPIs have been designed

to drive the Group towards
meeting our strategic objectives
outlined in our business model.
See pages 12 and 13 for details.

Business model:
Turn to page 12

Annual Directors' Remuneration Report:
Turn to page 85




How we manage risk

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

Our risk management framework

The Board has overall responsibility for ensuring that we
manage our risk exposure appropriately to achieve our
strategic objectives and build sustainable shareholder value.
This involves assessment of principal risks and emerging risks.

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

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

» talent and succession risk — the Nominations Committee; and

» remuneration and incentive structure risk — the Remuneration
Committee.

Further information about the roles and responsibilities of
the Board and each Committee is set out on page 73.

Strategic risk management process

How we approach risk management

Across the Group we operate a 'top-down, bottom-up
approach’ to risk management which is illustrated in the
graphic below. This approach allows the Board and the
Executive Committee to actively assess strategic risks

and monitor the measures used to mitigate, transfer or
avoid such risks. It also ensures that operational risks are
identified and managed at multiple levels and that key risk
information is communicated effectively across the Group.

Our risk management process is embedded in all our
businesses and is a core element of our strategy review

and monthly operational meetings. It provides guidance

in relation to the identification, evaluation and management
of risks, including emerging risks, which could impact our
performance and our ability to implement our strategy.

Operational risk management process

» Determines risk appetite. Board

» Reviews principal risks. N

» Reviews bi-annually a detailed analysis of the Group's risk profile including
supporting divisional data and the actions undertaken.

» Monitors and reviews risk management
processes.

» Responsible for ensuring risk management
culture is integrated across their division
and aligned to the Group's objectives.

» Determines principal risks and
mitigation strategies.

» Monitors changes in the risk profile.

» Monitors quality and effectiveness of
business level risk management processes.

» Operates and monitors an active and
effective risk management process.

» Operates reporting systems that
increase management ownership
and accountability.

Divisional
and Group
Executive

Operating
companies

» Reviews annually the effectiveness of the Group's internal controls.

» Risks, mitigating controls and outstanding actions presented and
challenged at operation performance reviews.

» Develops bi-annually a detailed Group and divisional risk profile.
This profile analyses each division's most significant risks and outlines
mitigation strategies.

» Horizon scans for new emerging risks using a number of mechanisms
including divisional strategic and monthly reviews and market,
competitor and product developments.

» Create risk profiles for each manufacturing operation either once or twice

ayear depending on the operation's risk profile.

» Maintains an up-to-date risk profile which identifies the key risks facing
the business, assesses mitigating processes and controls, operates key
performance indicators to validate the effectiveness of those controls
and identifies areas for improvement.

» Provides monthly updates on key risks, mitigation and controls
through incorporation of risk profile data in monthly management
reporting process.
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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. We monitor and review emerging risks as part

of our monthly operational performance reviews and Executive
Committees. Consideration of emerging risks also forms part
of our strategy review process.

Emerging risks that could be relevant to our business include
geopolitical instability and greater isolationism (reducing

the previous trend of globalisation) and new technological
advances including artificial intelligence, robotisation and the
‘Internet of Things', in particular digital capabilities embedded
in products that enable predictive maintenance and reduce
unplanned downtime. These advances could impact our
business model particularly if we are slow to respond to
customer demand.

Whilst not categorised as a specific principal risk, the
Board recognises the importance of climate change as
an emerging risk and this is covered in the section below.
In addition, elements of climate change feature in several
of our principal risks.

Climate change

Climate change creates potential existential and disruption
risks for our business. Extreme weather and natural hazards,
which are becoming more commmon, could impact our day-to-
day operations. For example, in October an IMI Critical
Engineering site in California was temporarily affected by

the disruption caused by the Silverado fire which was a major
state emergency. We have contingency plans in place at each
of our manufacturing plants and key commmercial operations to
mitigate the impact of our business being adversely affected
by climate events. Specifically, in relation to our IT systems, we
have disaster recovery plans and implement stringent back up
procedures in all our businesses. We also maintain a good level
of property damage and business insurance interruption cover.

Climate change not only continues to drive demand for our
products and services but also influences the expectations

of our key stakeholders. The Environment, Social & Governance
section ('ESG' - pages 28 to 43) describes how seriously

ESG issues, including climate change related risk, are taken
throughout the organisation. Our wider ESG ambitions are
directly aligned to our purpose (Breakthrough Engineering

for a better world) and central to our strategy. We continue

to support the Task Force on Climate-related Financial
Disclosures (‘'TCFD") recommendations in relation to the
disclosure of information about the risks and opportunities
presented by climate change. Supported by external, specialist
consultants we have begun the process to determine specific
responses and targets addressing a number of global ESG
initiatives whose ambitions we share, including TCFD.

Our principal risks

The Board also assesses the Group's principal risks which are
detailed on pages 60 to 63. The principal risks facing the Group
are shown in order of priority in the table below. This analysis
covers how each risk could impact our strategy, our risk
appetite to the particular risk, how our assessment has
changed during 2020 and explains what we are doing to
monitor and mitigate each risk area.

Our risk appetite

Risk appetite  Definition

rating

Very prudent  No/very low tolerance to risk, regardless of the
cost of the required controls.

Prudent Alow risk approach via sufficient and proportional
controls and mitigation, in the knowledge this will
limit any potential reward.

Balanced Applied in circumstances where there is a high
chance of success, equal consideration is given
to the achievement of strategic objectives and
potential negative risk impact.

Risk reduction not carried out in instances of
disproportional cost.

Receptive Elevated levels of risk accepted in the case of
opportunities that offer improved returns.

Very High levels of risk accepted in the case of

receptive unproven or new projects that offer significant

returns or growth potential.
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Our principal risks

Risk, link to strategy and risk appetite Change Risk mitigation including specific 2020 actions
1. Global economic or political @ We compile annual strategic plans and
uncertainty maintain a balanced portfolio operating across
No change a range of markets, sectors and geographies

The Group operates in diverse global
markets and demand for our products
is dependent on economic and sector-
specific environments. A downturn

in the global or a regional economy,
brought on by economic cycles, political
instability, health or environmental
emergencies, could impact end market
demand and as a result negatively
impact revenue and our ability to
deliver our strategy and achieve
market expectations.

Link to strategy
Strengthening customer intimacy
Reducing complexity

Driving market-led innovation

Risk appetite

Balanced

2. Business disruption /
Natural disasters

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

Link to strategy

Strengthening customer intimacy
Reducing complexity

Digital

Risk appetite
Very prudent

This continues to be one of the Group's
highest risks, as evidenced by the significant
fall in demand for discretionary products

in Q2 due to the Coronavirus pandemic.

Whilst IMI Precision saw a substantial
increase in the demand for its life science
products in 2020, in Q2, demand for
Commercial Vehicles was down 51%
and Motion Control was down 19%
before improving.

IMI Critical continues to face highly
competitive markets and faces a structural
decline in the New Construction Fossil
Power sector. The pandemic has also placed

restrictions on the levels of field service work.

IMI Hydronic saw a decline in demand, for
a period this year, as construction activity
reduced due to the pandemic.

Increased

Although this risk has partly been
reflected within the global economic

or political uncertainty risk above, it has
specifically been added in response to
the COVID-19 pandemic.

with no significant single dependency.

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

We have continued to improve our performance
during the year through rationalisation and
restructuring programmes. All three divisions
are continuing with restructuring programmes
to optimise their operational footprint.

The Group has not closed down operations

and declared redundancies as a direct result

of the Coronavirus pandemic.

Brexit mitigation measures are in place to
address supply chain issues and continue
to serve customer needs.

From the onset of the COVID-19 pandemic

the Executive Committee, supported by

a cross-function, cross divisional team has

led the mitigation against this risk, initially
meeting three times a week. Rapid changes
were made to sites to ensure the wellbeing

of our employees and to reduce the risk of
disruption. Where possible home working has
been supported for indirect employees. Site

risk assessments were carried out and site
response plans activated to ensure appropriate
measures were in place (these included infection
control measures, restriction of visitors, vastly
reduced international travel, changes to the
layout of some sites, increased communications,
shutdown procedures, transfer of production

to alternative sites, substitute suppliers etc).

We have been supporting our employees not
only with the issuance of personal protective
equipment, but also with information on
working safely, mask usage guides and how
employees can protect themselves and their
families outside of the factories allowing
them to undertake their own personal risk
assessments. Whilst travel has been drastically
curtailed, we have utilised video conferencing
and devices like Google lens to assist in field
service calls, remote site inspection &
assurance walks and to facilitate customer
acceptance testing.
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Risk, link to strategy and risk appetite Change Risk mitigation including specific 2020 actions
3. Competitive markets @ We monitor competition risk via selected

o o indicators during the monthly operational
Competition in our core markets, from both existing No change reviews undertaken by each of our businesses.

and new competitors could create strong pricing
pressures, potentially resulting in lost sales and
reduced profits.

Link to strategy

Strengthening customer intimacy
Reducing complexity

Driving market-led innovation
Digital

Risk appetite

Receptive

4. Quality issues leading to product recall, warranty
issues, injury, damage or disruption to customers’

business

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 reputational damage.

Link to strategy

Strengthening customer intimacy
Reducing complexity

Driving market-led innovation
Digital

Risk appetite
Very prudent

5. Failure to deliver major transformational projects

on time and on budget

The Group is continually evolving and taking
opportunities in response to external conditions

and market pressures. Our current strategy includes
large restructuring programmes and complex IT system
installations. Failure to deliver the expected objectives
on time and on budget, could have an adverse revenue

and profit impact on the Group.

Link to strategy

Strengthening customer intimacy
Reducing complexity

Digital

Risk appetite
Prudent

Even prior to the Coronavirus
pandemic several of our
markets were seeing levels
of reduced demand. Lower
economic activity has led to

excess supply in several sectors

(fossil power and Oil & Gas)
and reduced demand for
certain products

<>

No change

Whilst the overall risk has
not changed, this area
continues to be a key focus
for our businesses, to insure
any cost of quality issues,
including warranty claims,
are kept to a minimum.

Decreased

Whilst several projects have
been delayed due to the
Coronavirus pandemic,
many projects have been
successfully progressed or
completed in the year.

We also defend our trademarks and brands,
have a strategy for patent recognition and
continue to develop our market leading
applications engineering expertise.

Our NPD Ignite and Growth Accelerator
programmes aim to create significant
customer-pull and uncover new opportunities
by solving our customers key problems through
advanced applications engineering, helping

us deliver more competitive products.

We also have an M&A strategy which looks
to apply our expertise and ability to create
synergistic benefits in established, new
and adjacent market sectors.

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

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

We have deep and extensive restructuring
and integration expertise.

We operate robust and proven processes
to manage and monitor major projects,
including setting clear and measurable
milestones which are reviewed regularly
by our Executive Committee and divisional
management teams.

Divisional restructuring costs and the
associated benefits are tracked against
targets on a monthly basis.

Project management and governance
processes underpin all IT projects to support
efficient ERP system roll out.
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Our principal risks

Risk, link to strategy and risk appetite Change Risk mitigation including specific 2020 actions
6. Failure to integrate acquisitions successfully @ We have in-house M&A expertise and,
and deliver the required synergies as highlighted previously, operate a proven
No change structured integration process.

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

Link to strategy
Reducing complexity
Digital

Risk appetite

Receptive

7. Unauthorised access to our IT systems

Given the digital and security threat
environment is constantly evolving, we can
never fully guarantee that our actions will
stop all external threats.

Unapproved access to our IT systems could
result in loss of intellectual property, fraudulent
activity, theft and business interruption.

Link to strategy
Reducing complexity
Digital

Risk appetite
Very prudent

8. Failure to manage the supply chain

Failure to manage the supply chain could have
a material impact on our financial performance
and reputation.

Link to strategy

Strengthening customer intimacy
Reducing complexity

Driving market-led innovation
Digital

Risk appetite
Prudent

The acquisition of PBM (which gives
us access to the Pharmaceutical

and Food Processing markets)

was completed in 2019. Bimba

was acquired in 2018 and has

been integrated into IMI Precision.
We continue to manage these
operations to ensure they deliver
value and the planned synergies, and
provide ongoing support and training
for the local management teams.

<>

No change

During 2020, we continued to detect,
block and remediate threats on

an ongoing basis. The volume and
complexity of threats continue to rise,
these include malware, ransomware,
attempted data theft, credential
theft, phishing and external hacking
attempts.

To counter the increase in threat
activity we continue our significant
investment in detective and
preventative [T measures.

With the increased amount of
homeworking we have enhanced
firewall protection.

Increased

The reduced production capacity
and increased cost of disruption
caused to our business by COVID-19
(government import/export
restrictions, reduced availability

of product transportation and the
downturn in the global economy)
has increased the risks associated
with receiving materials in the right
place, at the right quality and at the
right time.

The signing on 30 December 2020
of the EU-UK Trade and Cooperation
Agreement does reduce materially
the potential Brexit disruption,
however there may be consequences
of the UK leaving the EU which

may still risk disrupting the supply
chain (additional documentation,
changes in taxation, changes in

the way goods are delivered into
Northern Ireland etc).

The strategic review process helps identify
value enhancing acquisitions which would

align with the Group's strategy. Once identified,
a formalised acquisition approval, due diligence
and integration process is followed. Upon
completion, a detailed 100-day process is

used to ensure adequate resources are in

place, progress is on schedule and the

identified synergies (both hard and soft)

are being realised.

We have a well-developed IT security strategy,
which is reviewed monthly. Due to the increased
homeworking during the Coronavirus pandemic
the IT Security team met daily to safeguard

the security perimeter of the network. We
continue to implement improvements to our IT
infrastructure to keep abreast of new threats.

We continue to strengthen our security baseline
through the enablement of automated global
software updates and automatic lockdown
capabilities. We have also strengthened our
digital forensic capabilities and remediation
processes in the event of a cyber security
incident occurring.

We regularly test our disaster recovery plans
to ensure we have stringent system back up
procedures in place.

The divisional procurement teams, throughout
the Coronavirus pandemic, performed thorough
reviews of our supplier base, including reviewing
our suppliers financial standing. Where
appropriate the business created dual sourcing
arrangements, moved the supply chain closer
to our facilities, and created safety stocks.

Brexit is not expected to have a material
impact on the Group's businesses. IMI Precision
Engineering, the division most exposed to Brexit
has less than 10% of its cross-border trade
potentially affected by Brexit. Buffer stocks

and other mitigating actions are in place to
reduce the potential disruption from Brexit.

Procurement teams also assess specific
Supplier Code of Conduct risks across the
divisional supply chains and audit high risk
suppliers for all aspects of supply chain risk
including Modern Slavery. The teams also have
regular review meetings with key suppliers,
and as required, deploy escalation meetings.
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Strategic Report

Risk, link to strategy and risk appetite

Change

Risk mitigation including specific 2020 actions

9. Failure to comply with legislation or
a breach of our own high standards
of ethical behaviour

We have established a framework
which demands the highest standards
of ethics and regulatory compliance
across all our businesses. As we expand
our operations to achieve growth,

it is essential that we maintain these
standards. A breach of legislative
requirements in relation to tax, anti-
bribery, fraud and competition law
could result in financial and reputational
damage. The markets in which IMI
operates, particularly in IMI Critical,
make the risk of regulatory breach

an area of focus.

Link to strategy

Strengthening customer intimacy
Reducing complexity

Digital

Risk appetite
Very prudent

10. New product development

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

Link to strategy

Strengthening customer intimacy
Reducing complexity

Driving market-led innovation
Digital

Risk appetite

Receptive

<>

No change

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

<>

No change

One of our core values is customer intimacy,

ensuring unmet and emerging customer
needs are at the core of our operations.

The Growth Accelerator programmes rather

than starting with existing products aims
to start with the customer, working with

them to understand their problems to work

together to find the solution.

Each division assesses its own compliance risk
and formulates an annual divisional compliance
plan which is implemented by each Division's
General Counsel, who report to the respective
Divisional Managing Director. Due diligence

on third parties, trade sanctions and customers
are the subject of standard operating
procedures and carried out by the divisions
using Group-wide software.

Dedicated resources at both the Group and
divisional level ensure employees are provided
with the necessary training, guidelines and
standard operating policies to ensure that
everybody is aware of the conduct expected
from them, in particular in relation to the key
risk areas of anti-bribery & corruption, anti-trust
and economic & trade sanctions.

In 2020 around half of the entire workforce

- some 5,972 employees — completed online
training modules on conflicts of interest,
dealing with third parties and anti-competitive
practices risk via eLearning. In addition, detailed
training is given to staff in more commercial
roles who have significant autonomy to
contract with customers and suppliers.

\We operate a confidential independent hotline
to report concerns (see page 41).

The use of the IMI Growth Advisory Board

and the expansion of the Growth Hub aims to
ensure appropriate processes and governance
are in place to avoid new product concentration
risk, projects are scalable and relevant teams
have the bandwidth to deliver successful new
products/services effectively.

The use of the NPD Ignite process allows a
much shorter validation window to determine
if the proposed solution to a customer problem
has a viable business and value proposition.
This shorter timetable allows efficient use

of resources to ensure only the most
appropriate solutions are developed.

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 engineering teams reporting on

the performance of our existing products

and new market or competitor developments.

Further details of the processes and governance
of our new product development can be seen

in the Technology and applications engineering
sections on pages 14 to 23.

Strategy
Turn to page 14
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Viability and going
concern statements

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 principal risks and uncertainties set out on pages 58 to 63
and the five-year business plan reviewed by the Board in
September 2020. 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 fall due over the period from the date of
this Annual Report to 31 December 2025.

The directors determined that the period to 31 December
2025 constituted an appropriate period over which to make
its assessment of viability. Whilst the directors have no reason
to believe the Company will not be viable over a longer timing
horizon, the five-year period to 31 December 2025 was chosen
as it was aligned with the Company's business and strategic
planning timing horizon and is a sensible period for such an
assessment. It is believed this period provides readers of the
Annual Report with an appropriately long-term view with
which to assess the Company's prospects although future
outcomes cannot be predicted with certainty.

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

Scenario 1: A modest global macroeconomic recession in
2021 representing a 5% reduction in revenues.

Link to principal risks: global economic or political uncertainty

Scenario 2: A product recall with a one-off cost of £200m.

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

Scenario 3: A severe global macroeconomic recession in 2021
representing a 15% reduction in revenues. This scenario was
considered to be reflective of the impact of a more serious
further wave of COVID-19.

Link to principal risks: global economic or political
uncertainty; business disruption / Natural disaster

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

Link to principal risks: Quality issues leading to product recall,
warranty issues, injury, damage or disruption to customers'
business; global economic or political uncertainty, business
disruption / Natural disasters

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

a revenue reduction of greater than 36%. Mitigating actions
considered for this reverse stress test include, but are not
limited to, reducing working capital, restricting capital
expenditure, reducing overhead spend and employee costs
and cutting or suspending dividend payments to shareholders.
The mitigating actions do not assume any special
governmental support other than normally available
schemes such as short term working in certain countries.

The Board considered the Group's liquidity, available banking
facilities and banking covenants, details of which are included
in the going concern statement below. The Board 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 58 to 63.

The directors’ assessment also recognised a number of

key features of the Group's operations. The Group's wide
geographical and sector diversification, and the spread of
activities across many production sites, help 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. Our largest customer constitutes only
2% of Group revenue and our top 20 customers account for
just under 14% of Group revenue. In addition, our ability to flex
our cost base, as seen during 2020, reduces our exposure to
sudden adverse economic conditions.
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Strategic Report

Going concern statement

Accounting standards require that directors satisfy themselves
that it is reasonable for them to conclude whether it is
appropriate to prepare financial statements on a going
concern basis. The Group's business activities, together

with the factors likely to affect its business development,
performance and position are set out in the Strategic Report.
Principal risks are detailed on pages 58 to 63. The financial
position of the Group, its cash flows, liquidity position and
borrowing facilities are described in the financial statements.
In addition, Note 18 to the financial statements includes the
Group's objectives, policies and processes for managing its
capital; its financial risk management objectives; details of
its financial instruments and hedging activities; and its
exposures to credit risk and liquidity risk. Note 14 to the
financial statements addresses the management of the
funding risks of the Group's employee benefit obligations.

After making enquiries, the directors have a reasonable
expectation that the Company and the Group have adequate
resources to continue in operational existence for the
foreseeable future and for a period of at least twelve months
(28 February 2022) 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 impact of Coronavirus and of the restrictions
put in place by governments to contain the spread of the virus
on the Group's financial results and financial position.
Immediate measures were taken to protect first and foremost
the Group's workforce, communities and customers. Actions
were deployed to ensure strict adherence to social distancing
measures and deep-cleaning protocols and these measures will
be continued as needed to keep the workforce safe. Business
disruption, so far, has been reasonably modest as the Group

is well diversified and maintains a balanced portfolio operating
across a range of markets, sectors and geographies with no
single dependency. Performance in IMI Precision's Commercial
Vehicle segment has been affected and temporary
construction site restrictions have impacted the results of

IMI Hydronic, both of which have been mitigated to some
extent by a temporary surge in orders within Life Sciences.

Across the Group, all sites have returned to normal levels of
production. Supply chain disruptions have been minimal and
alternative suppliers or contingency stocks have addressed the
few instances of part shortages.

During this period of uncertainty, we continue to maintain a
robust financial position. The balance sheet position has been
protected by the actions taken to reduce costs and preserve
cash, including the following:

» salary reductions for the Board;

» continuing, successful initiatives in rationalisation,
value-pricing and material cost reduction; and

» reduction in temporary workers, increase in short time
working, and tight controls on discretionary spending.

At 31 December 2020, the Group had cash and cash
equivalents of £134m and undrawn committed facilities

of £300m in the form of Revolving Credit Facilities (RCF),
of which £150m is due for renewal in 2022, £75m in 2023
and £75m in 2024. 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 and
reviewed detailed cash flow forecasts for a period of at least
twelve months following the date of approval of the Annual
Report & Accounts. These revised forecasts factored in a
decline in revenue based on slowdowns in various end markets,
experiencing tough trading conditions. After applying a reverse
stress test and making comparisons to the detailed forecasts,
the directors have a reasonable expectation that the financial
headroom will not be exhausted during this period. Covenant
compliance reviews are undertaken to ensure that the Group
remains fully within the covenant limits. Funding covenants
currently require EBITDA to be no less than 4.0 times interest
and net debt to be no more than 3.0 times EBITDA. Those
covenant ratios, at 31 December 2020, were 34.5 times and
0.8 times, respectively. For there to be a breach of covenants
during the twelve-month period following the approval of the
Annual Report & Accounts forecast revenue would need to

fall by 36%, and forecast EBITDA by 69%, after taking into
account the mitigating actions that would be undertaken in
these circumstances.
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Board of Directors

Lord Smith of Kelvin
Chairman (76)

Roy Twite
Chief Executive (53)

Daniel Shook

Finance Director (53)

Carl-Peter Forster

Senior independent non-
executive director (66)

* Listed company directorship.

Nationality

British

British

American British

German

Committee Date of
membership appointment
Nominations 2015
Committee — Chair
Executive 2019 as Chief
Committee Executive

and 2007

as director
Executive 2015
Committee
Audit Committee 2012
Nominations
Committee
Remuneration

Committee — Chair

Expertise

Significant UK and international
board experience

Extensive knowledge of both
engineering and manufacturing

Strong track record in private
equity, mergers and acquisitions

Specialist capability in finance

Proven organisational and
engineering expertise

Management capability having
run all of IMI's divisions

Extensive knowledge of end-
markets and customer base

Extensive financial
management experience

Extensive knowledge of complex
process manufacturing across a
range of industrial sectors

Strong international perspective,
having worked in a number

of key geographies during his
time with two leading global
businesses

Experienced international
business leader

In-depth knowledge of the
automotive sector

Expert in operational excellence
and Lean manufacturing

Significant experience in
technology management

Key external
appointments

Non-executive Chairman
of Scottish Enterprise

Non-executive Chairman
of the British Business
Bank plc

Non-executive director
of Halma plc*

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

Non-executive director
of Babcock International
Group PLC*

Chairman of Chemring
Group plc*

Chairman of the
Shareholder Committee
of HELLA GmbH & Co.
KGaA
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Irish
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Independent non-executive
director (53)

British

Isobel Sharp

Independent non-executive
director (64)

Danish

Thomas Thune
Andersen

Independent non-executive
director (65)

British

Katie Jackson

Independent non-executive
director (47)

Board
experience

Committee Date of Expertise Key external
membership appointment appointments
Nominations 1 January 2020 Successful career in the technology Non-executive director
Committee sector based in the US, rising to of DCC plc*
Remuneration Bus.mess Group Pre5|dent of Flex, Non-executive director
Committee an industry-leading Fortune Global of Tyndall National
500 company with operations in Institute
30 countries
Senior executive leadership roles
across international operations
including supporting complex
supply chains. Retired from
Flexin 2018
Previously a non-executive director
of the Irish Development Agency
Audit Committee - 2015 Considerable accounting, audit, Non-executive director and
Chair governance and transactions Audit Committee Chair of The
Nominations experience including time as Bankers Investment Trust PLC*
Committee the Senior Technical Partner Non-executive director and
at Deloitte in London, President Audit Committee Chair of
of the Institute of Chartered Winton Group Limited
Accountants of Scotland
and membership of the UK Honorary Professorat
Accounting Standards Board Edinburgh University Business
and the Reporting Review Panel School
Nominations 2018 Experienced international Chairman of Lloyds Register
Committee business leader in sectors Group
Audit Committee |n§!yd||qgfow\, inergy, marine and Chairman of Orsted A/S*
critical infrastructure
fromTMarch 2020 ) Member of the Danish
Non-executive Broad experience as a non- Committee for Good Corporate
director responsible exei)clptlve d|regtor of various Governance
for employee e I,c C(.)mponle.s Non-executive director of BW
engagement and Special interest in ESG Group Ltd
ESG matters from 1 matters in particular corporate . )
March 2020 governance and climate Chairman of VRK Holdings A/S
change issues
Nominations 2018 Senior executive experience Executive Vice President of
Committee in major oil companies and Commercial and New
Remuneration investment banking Business Development at
Committee Specialist knowledge of the Royal Dutch Shell
Oil & Gas sector
Excellent corporate finance
experience including mergers
and acquisitions
Mergers &
. - acquisitions
International Public ESG
business company board
responsibility
Engineering / Finance
manufacturing
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Chairman's ¢

Dear Shareholder

Navigating the Group through a global
pandemic has without a doubt been

our greatest challenge in 2020. With
appropriate challenge and support,

the Board has maintained close oversight
and given every encouragement for the
executive team's effective leadership and
care of our people during this difficult year.
At the same time, we have not lost sight of
the governance fundamentals which have
been a strength for IML. In the Corporate
Governance section of this Annual Report
on pages 66 to 113, we describe our
governance arrangements and the practical
workings of the Board and its committees.

Leadership

| am now in my sixth year as Chairman and still learning new
things. In 2020, all but one of our nine Board meetings and

all our site visits and corporate events have been conducted

by electronic means as virtual meetings. By giving careful
attention to the agendas, time management and a clear focus
on the big issues, we have had very successful meetings. While
this rapid conversion to virtual meetings and digital working
was forced by the Coronavirus pandemic, there are positive
elements we will be taking forward beyond the pandemic.

The Board is fully engaged, enjoys open and constructive
interaction with the executive team, and has the skills

and experience to oversee strategy, governance and risk.

The quality of debate at meetings is excellent and we get
valuable input from our diverse group of non-executive
directors. The effectiveness of the Board was confirmed in the
independent evaluation exercise which is described on page 72.

Srnance Ieit_ter

Culture

The Board sets the tone at the top and during the year we
conducted a review of the Group's purpose, values and culture.
The Board has adopted four key values which it feels fit well
with the purpose and strategy we adopted in 2019. The annual
IMI Way Day was used to brief employees across the Group

on the new values and to collect