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ESCO UK HOLDING COMPANY | LTD

STRATEGIC REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2021

The directors present their strategic report for the year ended 30 September 2021.

Fair review of the business
The company is a wholly owned subsidiary of ESCO UK Global Holdings Lid, which is a whally owned
subsidiary of ESCO Technoiogies Inc.

ine results of the company for the year, as set out on page 7. show a profit before tax of $567,223 (2020:
$3,810,6819). The company's year end position is satisfactory, maintaining a net asset position of $5,870,507
{2020: 351,674,310}

During the year. a solvency statement was filed by the company and as a result, the share premium was
reduced by $43.743,883. Following this statement of solvency, the company paid a dividend of $46 163,941,

Going Concern

COVID-1§ continues to impact business' on a global scale, the directors continue to monitor the situation and
implement appropriate measures to respond to the uncertain outlock and ensure that the company remains a
going concern aver the next 12 months.

The directors are confident that the company will have sufficient funds to continue to meet its labilities as they
fall due at least 12 months from the date of approval of the financial statements and therefore have prepared
these financial statements on a going concern basis.

Key Performance Indicators

The key financial performance indicators are as foliows:
2021 2020

Value of investments $3,428,779 $3,428,77%

Principal risks and uncertainties

The company's operations expose itself to a range of financial risks that include exchange rate risk, credit risk,
liguidity risk and interest rate risk. The company has a risk management programme in place that seeks to limit
the adverse effects on the financial performance of the group by monitoring all levels of the related costs.

The poficies set by the board of directors through the risk management prcgramme are implemented by the
company's finance department. The depariment has been set out specific guidelines to manage interest rate
risk, credit risk and circumstances where it would be appropriate to use financial instruments to manage these.

ldentified risks of the company are set cut below:

= Currency risk - the company is exposed to risks associated with changes in foreign currency, in
particular the US dollar versus Sterling, which can result in foreign exchange currency gains or losses.

Future Developments
For the foreseeable future, the company expects to remain a holding company for its remaining subsidiaries.

On behalf of the hoard

D M Schatz
Director

Date: }7?JCN‘<. 222t




ESCO UK HOLDING COMPANY | LTD

DIRECTORS' REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2021

The directors present their annual report and audited financial statements for the year ended 30 September
2021,

Principal activities
The principal activity of the company continued to be that of a holding company.

Results and dividends
The results for the year are set cui on page 7.

interim dividends were paid amounting to $46,163,841. The directors dc nat recommend payment of a final
dividend.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

M Dunger

D M Schatz {Appointed 30 April 2021)
A Schlinger Barclay {Resighed 30 April 2021)
Auditor

In accordance with the company's articles. a resolution proposing that RSM UK Audit LLP be reappointed as
auditor of the company will be put at a General Meeting.

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additionally, each director has taken all the necessary
steps that they ought tc have taken as a director in order to make themselves aware of all relevant audit
information and to establish that the company's auditor is aware of that information.

Information included within the strategic report

The group has chasen in accardance with Companies Act 2008, section 414C(11) to set out in the company's
strategic report information required by Large and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008, Schedule 7 to be contained in the directars’ report. It has dene so in respect of its
financial risk management and future developments of the company.

On behalf of the board

D M Schatz
Director




ESCO UK HOLDING COMPANY I LTD

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 30 SEPTEMBER 2021

The directors are responsible for preparing the strategic report and the directors' report and the financial
statements in accordance with applicable law and reguiations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice {United Kingdom Accounting Standards and appheable law). Under company law
the directors must nnt approve the financial statements unless they are satistied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that periad. In preparing
these financial statements, the directors are required to:

« select suitable accounting policies and then apply them consistently;

+ make judgements and accounting estimates that are reasonable and prudent. and

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

The directors are responsible for keeping adeguate accounting records that are sufficient to show and explain
the company’s iransactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ESCO UK HOLDING
COMPANY ILTD

Opinion

We have audited the financial statements of ESCO UK Holding Company | Ltd {the 'company’} for the year
ended 30 September 2021 which comprise the statement of comprehensive income, the statement of financial
position, the statement of changes in equity and notes to the financial statements, including significant
accounting policies. The financial reporting framework that has been applied in their preparation is applicable law
and United Kingdom Accounting Standards, including FRS 102 "The Financial Reporting Standard applicable in
the UK and Republic cf Ireland” (United Kingdom Generaliy Accepted Accounting Practice).

In cur opinicn. the financial statements:
+ give a true and fair view of the state of the company's affairs as at 30 September 2021 and of its profit for the
year then ended;
« have been properly prepared in accordance with United Kingdem Generally Accepted Accounting Practice:
+ have been prepared in accordance with the reguirements of the Companies Act 2006,

Basis for opinion

We conducted our audit in accardance with International Standards on Auditing (UK) {ISAs (UK)) and applicable
law. Qur responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC's
Ethical Standard. and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
apinion,

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors' use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed. we have not identified any material uncertaintias relating to events or
conditions that, individually or collectively, may cast significant doubt on the company's ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Other information

The other information comprises the information inciuded in the annuai report, other than the financiaf statements
and our auditor's report thereon. The directors are responsible for the other information contained within the
annual report. Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so. consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent materiat
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the wark undertaken in the course of the audit:
+ the information given in the strategic report and the directors' report for the financial year for which the
financial statements are prepared is consistent with the financia! statements; and
* the strategic report and the directors' report have been prepared in accordance with applicable legal
requiréments.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ESCO UK HOLDING
COMPANY I LTD (CONTINUED)

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit. we have not identified material misstatements in the strategic report or the directors' report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2008
requires us to report to you if. in our opinion:
» adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or
+ the financial statements are net in agreement with the accounting records and returns: or
* certain disclosures of directors' remuneration specified by law are not made: or
* we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilites statement set out on page 3. the directors are
respongsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such infernal control as the directors determine I1s necessary to enable the preparation of financial
statements that are free from material misstaternent, whether due to fraud or error,

In preparing the financiat statements, the directors are responsible for assessing the company's ability to
cantinue as & going concern. disclosing. as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a wheole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that inciudes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 1SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
fram fraud or error and are considered material if, individually or in the aggregate. they could reasonably be
expected to influence the econcmic decisions of users taken on the basis of these financial statements,

The extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities are instances of non-compliance with laws and regulations. The abjectives of our audit are to obtain
sufficient appropriate audit evidence regarding compliance with laws and regulations that have a direct effect on
the determination of material amounts and disclosures in the financial statements, to perform audit procedures to
help identify instances of non-compliance with other laws and regulations that may have a material effect on the
financial statements, and to respond appropriately to identified or suspected non-compliance with laws and
regulations identified during the audit.

In relation to fraud, the objectives of our audit are to identify and assess the risk of material misstatement of the
financial statements due to fraud, to obtain sufficient appropriate audit evidence regarding the assessed risks of
material misstatement due to fraud through designing and implementing appropriate responses and to respond
appropriately to fraud or suspected fraud identified during the audit.

However, it is the primary responsibility of management, with the oversight of those charged with governance, to
ensure that the entity's operations are conducted in accordance with the provisions of laws and regulations and
for the prevention and detection of fraud.

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud, the audit
engagement team:

* obtained an understanding of the nature of the industry and sector, including the legal and regulatory

framework that the company operates in and how the company is complying with the legal and regulatory

framewaork:
+ inquired of management, and those charged with governance, about their own identification and assessment

of the risks of irregularities, including any known actual, suspected or alleged instances of fraud:
« discussed matters about non-compliance with laws and regulations and how fraud might occur including
assessment of how and where the financia! statements may be susceptible to fraud.




INDEPENDENT AUDITOR'S RFPORT TO THE MEMBERS OF ESCO UK HOLDING
COMPANY I LTD (CONTINUED)

As a result of these procedures we consider the most significant laws and regulations that have a direct impact
on the financial statements are FRS 102, the Companies Act 2006 and fax compliance regulations. We
perfarmed audit procedures to detect non-compliances which may have a material impact on the financiat
statements which included reviewing financial statement disclosures, inspecting correspondence with local tax
authorities and evaluating advice received from external tax advisors.

The audit engagement team identified the risk of management override of contrals and revenue cut off as the
areas where the financial statements were maost susceptible to material misstatement due to fraud.  Audit
procedures performed included but were not limited to testing manual journal entries and other adjustments and
evaluating the business rationale in relation to significant. unusual transactions and transactions entered into
outside the normal course of business and testing a sample of revenue transactions either side of the balance
sheet date, to determine whether they had been recognised in the correct financial penod.

A further description of our responsibilities for the audit of the financial statements is focated on the Financial
Reparting Council's website at: https /amwww.fre.org.uk/auditorsresponsibilities This description forms part of our
auditor's report.

Use of our report

This report is made solely to the company's memkbers, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2008. Our audit work has been undertaken so that we might state to the company's members
those matters we are required to state to them in an auditer's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
campany's members as a body, for our audit work. for this report, or for the opinions we have formed.

Qs-«wAn-u.P

Christopher Hurren FCA (Senior Statutory Auditar)

For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

One London Square

Cross Lanes

Guildford

Surrey, GU1 1TUN

29 dung 2022




ESCO UK HOLDING COMPANY I LTD

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 SEPTEMBER 2021

2021

Notes $
Administrative: expenses (30,104)
Opaerating loss 4 {30,104)
Investment incame 5 587 327
Other gains and losses 7 -
Profit before taxation 567,223
Tax on profit [ (107.085)

Profit for the financial year 480,138

2020
$

(29,612)
{(29.612)

568,780
3,270.441

3.810.619

(32,892)

3,777.627




Company Registration No. 09963243

ESCO UK HOLDING COMPANY | LTD

STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2021

Non-current assets
Investments

Current assets

Trade and other receivables

Cash and cash equivalents

Current liabilities

Net currant assets

Total assets less current liabilities
Equity

Called up share capital

Share premium account

Other reserves

Retained earnings

Total equity

The financial statements were approved by the hoard of directors and authorised for issue on 2?“’““—‘2“}2 -

and are signed on its behalf by:

D M Schatz
Director

Notes

LN

12

14
14
14
14

2021

$ $

3,428,779
38,301
2,524,328
2,562 629
(20.901)

2.541728

5,970,507

155

2,642 457

2,584,207

743,688

5.970 507

2020

$ $

3,428 779
45,712,702
2,551,193
48,263,895
(18.364)

48,245 531

51,674,310

155

46,386.440

2 584.207

2,703,508

51,674,310




ESCO UK HOLDING COMPANY I LTD

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 SEPTEMBER 2021

Share Share Other  Retained Total
capital premium reserves  earnings
account

Notes 3 $ $ $ $
Balance at 1 October 2019 154 A3 743 983  2.584.207 (1,074113) 45,254 225
Year ended 30 September 2020:
Profit and total comprehensive
income for the year - - - 3777627 3777627
Transactions with owners.
Issue of share capital 14 1 2642457 - - 2642458
Balance at 30 September 2020 155 46,386,440 2584207 2703508 51674310
Year ended 30 September 2021:
Profit and total comprehensive
incame for the year - - - 460,138 460,138

Transactions with owners:
Dividends 8 - -
Reducticn of share premium 14 - {43,743,883)

(45,163.941) (46,163,841)
43,743,983 -

T

Balance at 30 September 2021 185 2642457 2584207 743688 5970507




ESCO UK HOLDING COMPANY | LTD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2021

1 Accounting policies

Company information

ESCO UK Holding Company | Ltd 1s & private company limited by shares and s registered and
incorporated in England and Wales. The registered office is Richmaond House, Walkern Road. Stevenage,
Hertfordshire SG1 3QP

The company's principal activities and nature of its operations are disclosed in the directors' report.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 "The Financial Reporting
Standard applicable in the UK and Republic of Ireland” and the requirements cf the Companies Act 2006
including the provisions relating to Large and Medium companies and Group (Accounts and Reports)
Reguiations 2008.

The financial statements are prepared in US dollars. which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest $1.

The financial statements have been prepared under the historical cost convention. The principal accounting
policies adopted are set out below.

Reduced disclosures

This company is a qualifying entity for the purposes of FRS 102, being a member of a group where the
parent of that group prepares publicly available consclidated financial statements. including this company,
which are intendad 1o give a true and fair view of the assets, liabllities, financial position and profit or loss of
the group. The company has therefore taken advantage of exemplions from the following disclosure
requirements:

+ Section 4 ‘Statement of Financial Position’ — Reconcitiation of the opening and closing number of
shares;

« Section 7 'Statement of Cash Flows' — Presentation of a statement of cash flow and related notes
and disclosures;

= Section 33 ‘Related Party Disclosures’ — Compensation for key management personnel.

The company has taken advantage of the exemption under section 401 of the Companies Act 2006 not to
prepare consolidated accounts. The financial statements present information about the comparny as an
individual entity and not about its group.

ESCO UK Holding Company | Ltd is a wholly owned subsidiary of ESCO UK Global Hoidings Ltd and the
resuits of ESCO UK Holding Company 1 Ltd are included in the consolidated financial statements of ESCC
Techneclogies Inc., which are available from its registered office, 9900A, Clayton Read, St Louis, MO
£3124-1188, United States.

Going concern

COVID-18 continues to impact business' on a global scale, the directors continue to menitor the situation
and implement appropriate measures tc respond to the uncertain outlook and ensure that the company
remains a going concern aver the next 12 months.

The directors are confident that the company will have sufficient funds to continue to meet its liabilities as
they fall due at ieast 12 months from the date of approval of the financial statements and therefore have
. prepared these financial statements on a going congern basis.




ESCO UK HOLDING COMPANY I LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

1 Accounting policies (Continued)

Non-current investments

Interests in subsidiaries are initially measured at cost and subsequently measured at cost less any
accumulated impairment losses. The investments are assessed for impairment at each reporting date and
any impairment losses or reversals of impairment losses are recognised immediately in profit or loss.

A subsidiary is an entity controlled by the company. Control is the power to govern the financial and
operating policies of the entity so as to abtain benefits from its activities.

Cash and cash equivalents

Cash and cash equivalents are basic financial instruments and inciude cash in hand, deposits held at call
with banks, other short-term liquid investments with origingl maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

Financial instruments
The company has elected o apply the provisions of Section 11 "Basic Financial Instruments and Section
12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised when the company becomes party to the contractual provisions of the
instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include trade and other receivables and cash and bank balances, are initially
measured at transaction price including transaction costs and are subsequently carned at amortised cost
using the effective interest method unless the arrangement constitutes a financing transaction, where the
financial asset is measured at the present value of the future receipts discounted at a market rate of
interest.

Impairment of financial assets
Financial assets. other than those held at fair value through profit and loss. are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset's original effective interest rate, The
impairment loss is recognised in profit or loss,

if there is & decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairmeant is reversed. The reversal s such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are settled, or when the company transfers the financial asset and substantially zll the risks and rewards
of ownership to ancther entity, or if some significant risks and rewards of ownership are retained but control
of the asset has transferred to another party that is able to sell the asset in its entirety to an unrelatad third

party.




ESCO UK HOLDING COMPANY | LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

1 Accounting policies (Continued)

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting alt af its liahilities.

Basic financial liabilities

Basic financial liabilities, including trade and other payables, and leans from fellow group companies, are
initially recognised at transaction price unless the arrangement constitutes a financing fransaction, where
the debt instrument is measured at the present value of the future payments discounted at 2 market rate of
interest.

Debt instruments are subsequently carried at amortised caost. using the effective interest rate method.

Derecognition of financial liabilities
Financial liabilities are derecognised when. and only when, the company’s contractual obligations are
discharged, cancelled, or they expire.

Eguity instruments

Equity instruments issued by the company are recorded at the fair value of proceeds received, net of
transaction costs. Dividends payable on equity instruments are racognised as liabilities once they are no
longer at the discretian of the company.

Taxation
The tax expense represents the sum of the current tax expense and deferred tax expense. Current tax
assets are recognised when tax paid exceeds the tax payable,

Current and deferred tax is charged or credited to profit or loss, except when it relates to items charged or
credited to other comprehensive income or equity. when the tax follows the transaction or event it relates to
and is aiso charged or credited to other comprehensive income, or equity.

Current tax assets and current tax liabilities and deferred tax assets and deferred tax fiabilities are offset, if
and only if, there is a legally enforceable right to set off the amaunts and the entity intends either o settle
on the net basis or to realise the asset and settie the liability simultaneously.

Current tax is based on taxable profit for the year. Current tax assets and liabilities are measured using tax
rates that have been enacted or substantively enacted by the reporting date.

Deferred tax is calculated at the tax rates that are expected 1o apply to the period when the assetf is
realised or the liability is settled based on tax rates that have been enacted or substantively enacted by the
reporting date.

Deferred tax liabilities are recognised in respect of all timing differences that exist at the reporting date.
Timing differences are differences between taxable profits and total comprehensive income that arise from
the inclusion of income and expenses in tax assessments in different periods from their recognition in the
financial statements. Deferred tax assets are recognised only to the extent that it is probable that they will
be recovered by the reversal of deferred tax liabilities or other future taxable profits.




ESCO UK HOLDING COMPANY | LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

1 Accounting policies (Continued)

Foreign exchange
Transactions in currencies other than the functional currency (foreign currency) are initially recorded at the
exchange rate pravailing on the date of the transaction.

Manelary assets and liabilities denominated in foreign currencies are translated at the rate of exchange
ruling at the reporting date. Non-monetary assets and liabilities denominated in foreign currencies are
translated at the rate ruling at the date of the transaction, or, if the asset or liability is measured at fair
value. the rate when that fair value was determined.

Al transiation differences are taken to profit or fass, axcept to the extent that they refate to gains or losses
on non-monetary items recognised in other comprehensive income, when the related translaticn gain or
loss is also recognised in other comprehensive incoma.

2 Judgements and key sources of estimation uncertainty

In the application of the company's accounting policies, the directors are required to make judgements.
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historicat experience and
other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an cngoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
periad, or in the period of the revision and future pericds where the revision affects bhoth current and future
pericds.

Key sources of estimation uncertainty
The estimates and assumptions which have a significant risk of causing a material adjustment to the
carrying amount of assets and lizbilities are as follows.

Valuation of investments

Estimates are made in respect of determining the carrying value of investments which are stated at
recoverable amount. The directors have valued the company’s investments having regard to local market
conditions and estimated market yields of the investments. However the valuation of the company's
investments is inherently subjective as it is made on the basis of valuation assumpticns which may in future
not prove to be accurate.

3 Employees

There were no employees during the year apart from directors who received no emcluments.

4 Operating loss
2021 2020

Ogperating loss for the year is stated after charging: $ $

Exchange differences apart from those arising on financial instruments

measured at fair value through profit or loss 589 867
Fees payable to the company's auditer for the audit of the company's

financial statements 12,484 11,857




ESCO UK HOLDING COMPANY I LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

5

Investment income

Interest income

Interest on bank deposits

Interest receivable from group companies
Other interest income

Tatal income

Taxation

Current tax
UK corporation tax on profits for the current period
Adjustments in respect of prior periods

Total current tax

Deferred tax

Origination and reversal of timing differences
Changes in tax rates

Adjustment in respect of prior periods

Total deferred tax

Total tax charge

107,085

2021 2020

$ $

904 -
596,423 567.518
- 2.272
597,327 569.790
2021 2020

5 $
104,281 -
- (47,422)

104 281 (47 422)
2,804 102.760

- (11,112)

- (11.234)

2.804 80,414

32,982

The total tax charge for the year included in the income statement can be reconciled to the profit before tax

multiplied by the standard rate of tax as follows:

Profit before taxation

Expected tax charge based on the standard rate of corporation tax in the UK

of 19.00% (2020: 15.00%)

Tax effect of expenses that are not deductible in determining taxable profit

Gains not taxable

Adjustments in respect of prior years

Deferred tax adjustments in respect of prior years
Effect of change in deferred tax rate

Current tax exchange rate differences

Taxation charge for the year

2021
$

567,223

107.772
114

(801)

107,085

2020
$

3,810.619

724,018
(621,258)
(47,422)
(11,234)
(11.112)

32,982




ESCO UK HOLDING COMPANY | LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2021

& Taxation {Continued)

Changes to the UK corporation tax rates were substantively enacted by the Finance Bill 2021 on 10 June
2021. These included an increase of the corporation tax rate to 28% from 1 April 2023. As this change was
substantively enacted at the halance sheet date, where deferred tax is recognised. it is at a rate of 25% in
the current year (2020 19%).

7 Cther gains and losses

2021 2020
$ $
Gain on disposal of fixed asset investmants - 3.270.441
8 Dividends
2021 2020
$ $
Interim paid 46,163,941 -

Faollowing a staterment of solvency and reduction in share premium, the company paid a dividend of

346,163,941,
9 Fixed asset investments
2021 2020
Notes $ ]
Investments in subsidiaries 10 3,428,778 3,428,778
Movements in non-current investments
Shares in
group
undertakings
$
Cost or valuation
At 1 October 2020 & 30 Septernber 2021 3,428,779
Carrying amount
At 30 September 2021 3,428,779

At 30 September 2020 3,428,779




ESCO UK HOLDING COMPANY I LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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Subsidiaries

Detalls of the company's subsidiaries at 30 September 2021 are as follows:

Name of undertaking Registered office Nature of business Class of Held

shares held Direct

ETS Lindgren Limited Unitea Kingdam Manufacture and sale of Ordinary 100.00
shielding eguipmant

ETS-Lindgren Technology China Manufacture and sale of Ordinary 100.00
{Tianjin} Co., Ud shielding equipment

Trade and other receivables

2021 2020

Amounts falling due within one year: $ 3

Corporation tax recoverable 25,415 129 696

Amounts owed by group undertakings 12,886 45012,684

Prepayments and accrued income - 567 518

38,301 45,709.898

Deferred tax asset (note 13) - 2.804

38,301 45712702

Amounts owed by group undertakings are unsecured, repayable on demand and attract interest at market

rates.

Current liabilities

2021 2020

$ §

Accruals and deferred income 20,801 18,364

Deferred taxation

The major deferred tax liabilities and assets recognised by the company are:

Assets Assets

2021 2020

Balances: $ $

Tax losses - 2,804
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Deferred taxation (Continued)

2021

Movements in the year: $
Asset at 1 October 2020 {2,804)
Charye to profit or joss 2,804
Liahility at 30 September 2021 -
Share capital

2021 2020 2021 2020
Ordinary share capital Number Number $ 2
Issued and fully paid
Ordinary shares of £1 each 108 108 155 155

QOrdinary share rights:
The company's ordinary shares, which carry no rights to fixed income. each carry the right to one vote at

general meetings of the company.
Reserves
Reserves of the Company represent the follawing:

Share premium

Consideration received for shares issued above their nominal value net of transaction costs. During the
year, a solvency statement was filed by the company and as a result. the share premium was reduced by
$43.743,983,

Other reserves
Capital contributions received from owners of the company.

Retained earnings
Cumulative profit and loss net of distribution to owners,

Related party transactions

The company has taken advantage of the exemptions provided by Section 33 of FRS 102 'Related Party
Disclosures' and has not disclosed transactions entered into between two ar mare members of a group,
provided that any subsidiary undertaking which is party to the transactions is wholly owned by a member of
that group.

Ultimate controlling party

The company's immediate parent undertaking is ESCO UK Global Holdings Ltd. a company registered in
the United Kingdam at Richmond House, Walkern Road, Stevenage, Hertfordshire, SG1 3QP.

The company's ultimate parent underaking is ESCO Technologies Inc., which is the largest and smallest
groug in which the results of the Company are consolidated. A copy of the financial statements are
avaiiable at its reqgistered office, 9900A Clayton Road. St Louis, MO 63124-1186, United States.
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ESCO Technologies is a global provider of highly-engineered products and solutions to diverse end-markets
that include the defense, aerospace, space, wireless, consumer electronics, healthcare, automotive,
electric utility, and renewable energy industries. The company consists of three technology-driven business
segments — Aerospace & Defense, Utility Solutions Group, and RF Shielding & Test.

Aerospace & Defense

Aerospace & Defense (A&D) provides
highly-engineered hydraulic filtration
systems, fluid control valves,
machined components and metal
finishing for the aerospace, space and
defense industries. In addition, A&D
designs and manufactures complex
shock and vibration dampening tiles
and signature reduction solutions
that enhance the stealth capabilities
of U.S. Navy submarines and
surface ships.

Utility Solutions Group

Utility Solutions Group (USG)
offers industry-leading diagnostic
condition monitoring and protection
testing equipment, consuiting and
laboratory testing services, and
data analytics vital for ongoing grid
reliability and renewable energy
project development. Our USG
segment offers a complete range of
solutions that efficiently measure
asset health and ensure the reliable,
safe, and secure delivery of power.

RF Shielding & Test

RF Shielding & Test (Test) is an
innovative supplier of test and
measurement systems and shielded
enclosures. Our comprehensive
solutions identify, measure and
contain magnetic, efectromagnetic
and acoustic energy, creating an
environment that isolates and
controts unintended energy emissions
to insure immunity, compatibility
and compliance with regulatory
and industry-defined standards.




Engineered
for GI‘OWth The end-market diversity of our

portfolio of highly-engineered
products and services has continued to provide revenue
and earnings stability throughout the evolving economic
complexities of the pandemic.

2021 presented global challenges relatec to supdly chain management, matenal ~flation. lator
shortages, and a cont:nuing delay 1 the return to rormal travel patierns. We kept our focus on
ootimizing cuer cost structure. manag.ng our Dalance sheet efficiently. and expanding our product
sortfolio 1o better serve our customers. These efforts leave os well-posttioned fo deliver profitable
iong-term growth as cur end-markets cortinue to recover.

With a soiid pasance sheet and substantial hguidity, we continue to fund cap.tal investmenrts, new
oroduct development, and the pursutt of acqu-stions. Our recent acquisitions of Altanova Group
{(Altarova) and Phenix Techrologies (Phenixi broaden our USG product offer-ngs and geogranhic
footprint, providing addrtional opporturities 1 erd-markets that have attractive long-term

growth characteristics.

2021 Sales 2021 EBITDA - As Adjusted™

DOLLARS !N MILLIONS DOLLARS IN MILLIONS

$715m $156m

Aerospace & Defenéé: -
$67.5

Aerdspéce & Defense:
$314.8

Utility Solutions Group:
$55.9

Utihty Solutions Group:
$202.9

RF Shieiding & Test:
$32.8

RF Shuelding & Test:
$197.7

1) Excouces $20.2 rmiil on of Corporate costs a~d $6 O . lion of charges m—aimy cons.st-g of one-time compersatar 2o
ancu w'tior costs at Corporate, restructaring costs onman y within the USG segment and purcrase account'ng adwstmen*s
szlatec o the Priznx 2-g Altanova acg..5mcns, parhially ateet by tre final settlemert fram t-e sale o1 tre Doble
Watertew falnty

2021 Annual Report 1



(1)

Financial Hig-hlights from Continuing Operations

DOLLARS (N MILLIONS, EXCEPT PER SHARE AMOUNTS 2021 2020 2019 2018
Net Sales $ 7154 $ 7305 $726.0 $ 683.7
Entered Orders 796.3 796.3 8225 635.6
Earnings Per Share —-GAAP _ 2.42 0.88 2.97 3.31
Earnings Per Share —As Adjusted®? 2.59 2.67 - 2.95 2.54

Capital Performance (As of September 30)
Net Debt '

| everage Ratio

Cash Flow from Operating Activities

Net Sales Earnings Per Share Ending Backlog
IN MILLIONS - As Adjusted? IN MILLIONS

e in M~
& 2 & & )
o o o~ o g

™
wr L “r & “

2017 2018 2019 2020 2021 2017 2018 2019 2020 2021 2017 2018 2018 2020 2021

(1) Financial Highlights exclude Discontinued Operations — Technical Packaging Segment sale was completed 12/31/19.

(2} EPS - As adjusted excludes $0.17 per share mainly consisting of one-time compensation and acquisition costs at Corporate, restructuring costs
primarily within the USG segment, and purchase accounting adjustments related to the Phenix and Altanova acquisitions, partially offset by the final
settiement from the sale of the Dobte Watertown facility in 2021, a $1.55 per share charge related to the pension plan termination and $0.24 per
share of charges primarily within the USG segment related to facility consolidation, asset impairment, severance, and incremental costs associated
with COVID-19 in 2020, $0.02 per share of income primarily related 1o the gain on the sale of the Doble Watertown property, partialty offset by
restructuring charges at Doble, PTI and VACCO in 2019, $.017 per share of restructuring charges and ($0.94) per share net tax benefit resulting from
the implementation of U.S. Tax Reform in 2018, and $0.15 per share of purchase accounting inventory step-up charges and acquisition costs in 2017,

2  ESCO Technologies




Letter to Shareholders

Our dedicated team worked diligently throughout 2021 to manage
through the continuing impacts of the pandemic. Our focus on
cost structure optimization, working capital improvement, cash
flow generalion, and program execution enabled us to deliver solid
results across the company.

While the normally predictable commercial aerospace and electric
utility markets continued to experience disruptions in 2021, our
end-market diversity provided stabiiity. In the second half of the
year, we began to see the start of a longer-term recovery across
these end-markets. With over $460 miilion in entered orders in the
back half of the year, we are entering 2022 with record backlog,
expanded product offerings, and improved operational efficiency.

Financial Results

2021 was highlighted by revenue growtn :r USG and Test. a return to
pre-pandermc marging in USG. strong cash fiow generation, entered

Cash Flow from orders. and ending backlog.
Operating Activities
R ORs Sales decreased shghtly in 2021 tc $715 milhion, due to continued

softness in commercial asrospace, offset by growth v Test and

rencwables revenues. Order strength grew each quarter throughout the
year, resulting in almast $800 mihon n entereg grders, 2 book-1o-pil
of 1.11x and ending backlog of $592 millon.

Aajusted EBITDA was $131 million and Adjusted EPS was $2.593 per

share. Qur Adjusted EBITDA margin of 18 percent was in line with the

2017 2018 2019 2020 2021 prior year, with softness m commerciai aerospace bemng offset by a
rebound 1n USG's margin to 28 percent.

Leverage Ratio
We generated record cash flow from operations of $123 million and

ended the year with $587 milhon of avaiable hgudity and a leverage
ratio of 1.03x. leaving us comfortably positioned to continue to fund

future internal investments and M&A opportunities.

Our revenue, adiusted earnings, and entered orders increased
o sach guarter throughout the year, giving us confidence that
i E we are successfully navigating our way forward on the path to

2017 2018 2019 2020 2021 long term growth.

2021 Annual Report
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AEROSPACE & DEFENSE

Major End Markets

Aersspace
NavY
Space

rdistrial

Sales
N DG

2017 2018 2019 2020 2021

EBITDA — As Adjusted™
1 ALY

3 [=] r~
-4 © o
* il [

2017 2018 2019 2020 2021

T Exclaaes $0 5 mlhee of ATM acquisticn
nventory step-ud a2+ restructuning charges
n 2027 $1 <4 -moon primarty reiated to
severence @nd incremental costs esscc.ated
wits CAOVID-29 -0 2020, $1 2 rullon in
nventory step-us anc “esiructuring charges
n 2019 %0 8 mid0n norestructunitg charges
n 2018, and $2 9 rmill on 1~ inventory step-un
crarges n 200/

4 ESCG Technologies
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Aerospace & Defense

A&D sales decreasec 11 percent to

$315 muliton due to lower commercial
aerospace revenue, parhially offset by
strength in cur Navy and industrai
end-markets. Aawstes EBITDA deciined tc
$67 mitlion (21 percent margin) relatec 10
lower revenues. Strong second-half orders
resulted 1r 2 book-to-bill of 1.07x for the
year and end;ng backlog of $367 milnon.

As the U.S. Navy tnvests in the submarine
fleet, including the Virginia Class and newly
designed Columbia Class submarines,
ESCO continues to be a key supplier of
yita. components that heli ensure the
stealth capabifities of submarines and

also surface ships.

In 2021. VACCO Industries (VACCO). Globe
Composile Sotutions (Globe) and Westiand
Techrologies (Westland) ali received

new design and development awards for
specialty content supporting the Virgima
Class submarine program. On the Columbia
Class. VACCO was awarded a contract to
quahfy crntical manifolds and completed
gualification on multiple pieces of new
hardware. Globe expanded 1ts Columbia
Class content and Westland received awards
for a number of classified materials.

'n space, YACCO hardware supported
the successful completion of the NASA-
Boeing Space Launch System {(SLS)
Green Run test. They also secured new
platform content on the SLS Exploration

Upper Stage, delivered mutipie flight
sets of a new righ-powered smarl sate hic
rtegrated Propuis-on System (IPS)

using green mono-propellant tecnnciogy.
and delivered s frst fully ntegrated
mucro-satetite kybnd propulsion system.

in defense zerpspace, PTI Technologies
(PT1 was awardedg contacts for hydrautic
marifolds ana aeral refuel.ng receptacles
on new production F-15EX aircraft and for
overhau! and production of systems on the
U.S. Air Force Air Launich Cruise Missile.
The U.S. Army implemented the required
use of PTi's 4217 metal fiber meda for
improved hydraulic filtration on atl Apache
ang Blackhawk hebcopters within the

next four yvears, This maintenance action
will support meamngful growth in filter
production as the miiitary retrofits over
6,000 arrcraft worldwide.

In commercial aercspace, we continued

to see weak sales trends. Despite thig
environment, we were able to ncrease
content on the Boeing 737, Airbus
A321XLR, Gulfstream G700 and Dassault
Fatcon platforms. Addibonally, £SCC added
new MRQO customers that perform overhauis
on landing gear across the Boeing platforms.
We are confident in the long-term wiability
of this market and remain weli-positioned
for a return to tong-term organic growth as
this sector continues 1o recover.

2020 Annual Report 5



Major End Markets

o Juntes

cleg
Power Generatior

Rerewabie [ ergy

Irdustrizl

4%

2017 2018 201% 2020 2021

EBITDA - As Adjusted”

I L LTONE

H

2017 2018 2019 2020 2021

> Exciudes $1 & ilion of fac ity
consolicatio™  nventory step-up and
restructun~g charges partally o%fset
oy the foal settlemest ‘o the sale o
the Dome Wate-town faclity r 2021,
$6 & rulion of facility canschdatign, asset
impairme-t, sgvgrance and i~cremerta’
costs asscoigted with SOVID-29 1~
2020 $5 G ~ulor gar re atec ©
the sale o° Coble Wetertown preperty,
zartially ctfsel gy restructurg charges
11 2019, 53 3 mullicn in restructu ng
charges in 2018, anc $1 5 millg- -
ventory step-.p charges in 2017
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USG's sales increased 6 percent (o

$203 mui'ian an growth Ir renewables and
the imitial Impact of recenrt acquisitions.
Adjusted EBITDA ncreased 23 percent
to $56 milion {28 percent margin} due
to higher revenues and cost reguctior
efforts. Entered orders were $215 miLion
fexcluding $29 million of acguired
backiog), with a book-to-bill of 1.06x.
The $14 mulnon increase 1n orders over
the prior year combined with the acquired
backiog resulted i recorc ending backlog
of $92 mullion

Doble Engineering (Doble) continued its
ongoing lechnology developmen: program,
taunching several pew products largeteg
at utinty trends towards digitalization and
condition based maimntenance. The FEGO0
5 a new digital technology platform for
testing protective relay systems. It1s a
modular and configurable power system
simuiatar for beth conventional and
dgital protection testing applications.

The new Spark P3 partial discharge and
eiectromagnelic interference analyzer
enabies utillies to perform in-service
apparatus condition assessmernt withaut
disconnecting power.

The 2021 acouisitions of Altanova

and Phenix expand USG's geographic
footprint and create a formidable global
diagnostic instrumentation and services
portfolio. Allanova adds a wide range
af camplementary diagnostic praducts

ang monitor-rg systems tnat excand our
partial discharge, cabie, switch gear. and
battery monitoring product o'feritigs
Phen:x broadens Doble's nortfalic of hugh
voltage test systers for utihties. OEMs and
commercial and industrial power Jsers.

On the renewables s de, NRG Systems
(NRG) reteased three important new
oroduct piatforms for the wing ano

solar marketplaces. NRG Cloud 15 a
cipud-based monitoring ang management
platform that simplifies data retneval,
streamlines storage workflows, ang
ncreases accessibility to wind and solar
measurement systems for peak eff:ciency.
The LOGR-S 15 an advancea data logg:ing
system purpose buslt for Solar Resource
WMontoring (SRM) of operational ut-lity
scale protovoltaic solar plants. Lastly, the
new LDR-1 direct detect Liaar platform
offers a unigue technoiogy that significantty
lowers the cost of Lidar solutions.

NRG saw significant revenue growth sn
both therr wind and solar businesses

in 2021, fueled by the presence of
abundant low-cost capital to support new
projects and the levelized cost of energy
(LCOE) of renewable projects in most
iccations now being tower thar that of
traditional generation sources. We beleve
these factors wil! continue to support
market growth and will reduce some of
the cyclicality in this market that has
histarically been mcentive driven.

szt Annual Report 7



Major End Markets

Corsumer cleciron s
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RF Shielding & Test

Test achieved record sales of $198 mulhion
i 2021, an increase of 6 percent. £BITOA
increasea 2 percent to $33 mittion

{17 percent margin. W:th recora entered
orders of $215 mullion ana 2 bock to-

bt of 1.09x. Test ended the year with
$133 millon in backiog. This represents
23 percent oreer growth compareg to
2020 and a $17 milon increase in
ending backlog.

In 7021, Test did expenience signif cant
challenges re.ated to supply cham
performance, increasing materia' and
freight costs, and ianor shortages. I spite
of these i1ssues. the business was stil able
to celiver a soiid year of profitable growth.

The highlight of 2021 for Test was ther
strong orders in the back half o® the year.
They capped off the year with record
oraers of $74 milion in the fourth quarter.
Fqually encouraging was that the growth
came from across all end-markets and
regions. ncluding a sigmiticant increase in
electromagnetic compatibihty (EMC) test
chamber sales in China and data center
filter sales gcomestically.

With the continuing roll out of 5G, we

are seeing sustamned strength within the
wireless market, Our employees reman
active on standards committees and are
working with leading manufacturers and

serv.ce providers 16 deve.os and deliver
testing solutions that botk meet therr
“eeds and mcustry gefined standards.

T+=e automative market continues

to present oppariemiies for growth.

We are successfully providing testing
solatons for tne electric venicie (EY)
market, especially 11 Ching, in addition,
our employees continue to work with
internationa: standards comrittees to
develop standards for testing autonomous
vehicles and the numerous communication
technologies required for their future
success. We expect cantinued growth

as both cf these technologies continue

to gain worldwide acceptance.

On the shieldirg side of the Test business,
the healthcare market rebounded nicely

in 2021, as hospitals restarted projects 1o
expand their MRI capabilities. We are also
seeing a surge 10 data center construction
driving increased filter saes and interest
in our Red Edge” shielding products
which provide Electromagnetic Pulse
(EMP) protection

The Test business continues to be
positioned well, with exposure 1o many
growing end-markets that reauire our
urique technologies. Test delivered record
sales and orders in 2021, which is a
testament 1o the continued strong outlock
of the business.

o021 Annual Report Q
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Growing Forward

In 2021. while the commercial aerospace ang electrical utility markets aid not bounce
back as quickly as anticipated. we are now seeing signs of the beginnmg of a ionger-term
recovery. Jespite these end-marke! headwinds, and through diigent etforts to optimize
pur cost structure and execute on programs, we delivered sond profitability, cash fiow
generation, entered orders. and record ending backiog.

The acquisit-ons of Allanova and Phenix during ihe year add compl-mentary procucts and
expand the geograph.c reach of our USG segment. With a ieverage rat.o of ~1 Ox and

$587 milhon in hgwaity, we rema.n well positioned to continue {o fund capital investments,
new product development, and the pursuit of future acquisitions. We continue to evaluate

a sold pipelne of M&A opportunities with the intent to opportunistically add to our
diversified portfoio.

The fundamertals of our portfolio rema:n intact and give us confidence that our well-tested
aperating model. tfrack record of effective cost management, and prudenrt investments in
our business segments wil: continue t¢ positicn us for sustanable long-term growth.

| want to thank our entire team for their cortinuing commitment as we have successfully
managed through the chalienges of the past two years. Despite significant headwinds, we
delivered soid results 1In 2021 and positioned the company for fature success. It was truly
ateam effort, and + am confident that our hard work has us prepared to delver profitable
growth as our eng-markets return to more normal operating levels moving forward,

Vic Richey
Chairman. Chief Executive Officer & President

November 29, 2021
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FORWARD-LOOKING INFORMATION

Statements contained in this Form 10-K regarding future events and the Company *s future results that are based on
current expectations. estimates. forecasts and projections about the Company s performance and the industries in
which the Company operates are considered “forward-looking statements™ within the meaning of the sale harbor
provisions ot the Federal securities laws. These include. without limitation. statements about: the effects of the
continuing COViN-19 pandernic and its variants o the Company’'s business and results of operaiions: the adequacy
of the Company s buildings. machinery and cquipment: the adequacy of the Company s credit tacilities and Tutare
cash flows: the outcome of litigation. claims and charges: future costs relating te eny Ironmental matters: repay ment of
debt within the neat twehve months: the outiook Tor all or any part of the Compans s business. including amounts.
timing and sources of future sales. revenues. sales growth, Adjusted EBIE. EBITDA, Adjusted EBTIDA and Adjusted
EPS and comparisons with the current ycar: interest on Company debt obligations: the ability of expeeted hedging
gains or losses to be offset by losses or gains on related underly ing exposures: the Company “s ability 10 increase
sharehelder value: acquisitions: income tax expense and the Compan 's expected effective Lax rate: the recognition
of unrecognized compensation costs related 1o share-based compensation arrangements: the Company’s exposure 1o
market risk related 1o interest rates and 1o forcign curreney exchange risk: the likelihood of future variations in the
Company s assumptions or estimates used In recording contracts and expected costs w completion under the
percentage of completion method: the Compans “s estimates and assumptions used in the preparation of'its financial
statcments: cosls and estimated earnings {rom long-term contracts: valuation of imvemorics: estimates of
uncolicctible accounts receivable: the risk of goodwill impairment: the Company”s estimates utilized in soflware

rey enue recognition. non-cash depreciation and the amortization of intungible assets: the valuation of deferred tax
assets: estimates of future cash [lows and fair values in connection with the risk of goodwill impairment: amounts of
NOL. not realizable und the timing and amount of the reduction of unrecognized tas benefits: the effects of
implementing recently issued accounting pronouncements: and amy other statements contained herein which are not
strictly historical. Words such as expecis. anticipales. targels. goals. projects. intends. plans, believes. cstimates.
varigtions of such words, and similar expressions are intended 1o identity such forward-looking statements.

Imvestors are cautioned thal such statements are only predictions and speak only as of the date of this Form 10-K, and
the Company undertakes no duty o update the information in this Form 10-K except as may be required by applicable
laws or regulations. The Company s actual results in the future may differ materially from those projected in the
forward-looking statements due 1o risks and uncertainties that exist in the Company “s operations and business
envirenment. including but not limited to those described herein under “ltem 1AL Risk Factors.” and the following:
the duration. scope and effects of the COVIDR-19 pandemic and its variants. including the impact of vaccine mandates
or other restrictive protocols on our husiness and workforce: the impacts of climate change and related regulation of
greenhouse gases, the impacts of labor disputes. civil disorder. wars. clections. political changes. taritts and trade
disputes. terrorist activities or natural disasters on the Company™s operations and those of the Company’'s customers
and suppliers: disruptions in manufacturing or delivery arrangements due 1o shortages or unavailability of materials or
components or supply chain disruptions: inability (o access work sites: the timing and content of future custemer
orders: the appropriation and allocation of Government funds: the termination tor convenience of Government and
other customer contracts or orders: the timing and magnitude of future contract awards: weakening ot cconomic
conditions in served markets; the success of the Compam s competitors: changes in customer demands or cuslomer
insoly encies: competition: intellectual property rights: technical ditficultics or data breaches: the availability of
sctected acquisitions: defaults by customers: performance issues with key customers. suppliers and subcontractors:
material changes in the costs and availabilin of certain raw malerials: material changes in the cost of credit: changes
in laws and regulations including but not limited to changes in accounting standards and taxation requirements: costs
relating 10 environmental matters: litigation uncertainty: the Company s inability to successfully exceute internal
restructuring and other plans: and the integration and performance of recently acquired businesses.



PART |

Item 1. Business

The Company

The Registrant is [LSCO 'Technologies Ine.. sometimes referred to in this report as ESCO. Except where the context
indicates otherwise. the terms “Company ™. "we™. "our™ and “us™ are used in this report 1o refer o ESCO together with
its subsidiarics through which its businesses are conducted. We are:

e A plobal provider of highly engincered filtration und Tuid control products and integrated propulsion
systems for the aviation. navy. space and process markets worldwide, as well as composite-based products
and solutions for navy. defense and industrial customers:

e Anindusiry leader in radio frequeney (RF) shiclding and clectromagnetic compatibility (EMC) 1est products:
and

e A provider of diggnostic instruments. software and services for the benefit of industrial power users and the
clectric utility and renewable energy industrics,

Our business is focused on generating predictable and profitable long-term growth through continued innoy ation and
expansion of our product offerings across each of our business segments. We cenduct our business through a number
of wholly -owned direct and indircet subsidiaries. Qur corporate strategy is centered on a multi-segment approuch
designed 1o enhance the strength and sustainability of sales and earnings growth by providing lower risk through
diversification. Our stock is listed on the New York Stock Exchange. where its ticker symbol is “ESL™.

Our fiscal vear ends September 30, hroughoeut this Annual Report. unless the contest indicates otherwise. references
10 a ycar (tor example 20213 reler o our fiscal A car ending on September 39 of that year. and references to the
“Lonsolidated Financial Statements™ reter 1o our Consolidated Financial statements included in the Financial
Information section of this Annual Report beginning on page F-1. an [ndex to which is provided on page F-1.

We classify our business operations into three segments for financial reporting purposes. altheugh for reporting certain
financial information we treat Corporate aclivities as a separate scgment. Qur three operating segments during 2021,
wogether with the significant domestic and foreign operating subsidiaries within cach segment. arc as follows:
Aerospace & Defense (A&D):
VACCO Industries (VACCO)
PTI Technologies Inc, (P
Crissair. Inc. (Crissair)
Globe Composite Selutions. LLC (Giobe)
Mayday Manufacturing Co. (Mayday )
Westland Technologics. Ine. {Westland)
Hi-Tech Metals. Ine. (Hi-Tech)
Utility Solutions Group (USG):
Doble bngineering Company
LS.A. ~ Altanova Group S.r.l. and affiliates (Altanova)
Morgan Schaffer 1.1d. (Morgan Schatfer)
NRG Systems. Ine. (NRG)
Except as the context otherwise indicates. the term “Doble™ as used herein includes Doble Engincering
Company and ESCO’s other USG subsidiaries except NRG.
RF Shielding and Test (Test):
LTS-Lindgren Inc.
Except as the context otherwise indicates. the term “E'TS-Lindgren™ as used herein includes 1215-
Lindgren Inc. and ESC(’s other Test sepment subsidiaries.

Qur operating subsidiarics are engaged primarify in the research. development, manufacture. sale and support of the
products and sy stems described below. Their respectiv e businesses are subject to a number of risks and uncertainties.
including without limitation those discussed in ltem AL “Risk Factors.” See also ltem 7. "Management’s Discussion
and Analysis of Financial Condition and Results of Operations,”™ and “l'orward-1.ooking Information.”



We are continually seeking ways to reduce our overall operating costs. streamline business processes and enhance the
branding of our products and seryices. During 2019, Doble sold its headguarters lacility in Watertown. Massachusetts.
and during 2020 it consolidated its headquarlers operations into a single. more cost-cfficient lacility in Marlborough,
Massachusetis, In 2021, Doble ¢losed its facility in Toronto. Ontario and consolidated its Manta product Tine into its
eaisting production capacity for Doble instruments.

We are also continually seeking opportunities to supplement our growth by making strategic acquisitions. In 2019 we
acquired Gilobe Composite Solutions. [.1.C: in October 2020 we acquired Advanced Technology Machining. Inc.
{ATM) and its sister company TECC Grinding. Inc.: in July 2021 we acquired LS. A Altanova Group Sl and its
affiliated companies (Altanova): and in August 2021 we acquired the assets of Phenin Technologies Inc. (Pheniy).
Information ahau these acquired businesses Is provided in the following scction, "Troducts.” wid in Nole 2 Lo the
Consolidated Financial Statements,

[n December 2019, we sold the busincsses comprising our former Technical Packaging segment and used the proceeds
trom the sale to pay down debt and tor other corporate purposes. including the termination of our defined benefit
pension plan, I'he Technical Packaging segment was reported as Discontinued Operations in 2020 and is presented
accordingly for all periods in this report. See Note 3 o the Consolidated Financial Statements.

Products

Our principal products are deseribed below. See Note 12 1o the Consolidated Financial Statements for [inancial
information regarding business segments and 10% customers.

A&D

Beginning in the first quarter of 2020, we renamed our Filtration/Fluid Flow scgment as Acrospace & Defense o
better refleet the composition of the segment’s products. end markets and customer characteristics. The A&D
segment’s individual legal and operating entitics and historical financial results are unchanged from what v as lormer!
presented as Filtrationd'luid I'low.

The A& segment accounted for approximately 44%. 48% and 45% of our total revenue in 2021, 2020 and 2019,
respectively.

Our companics within this segment primarily design and manufacture specialty tiltration. fluid control and naval
products. including hydraulic filter elements and fluid contro! devices used in acrospace and defense applications.
unique filter mechanisms used in micro-propulsion devices for sateltlites. custom designed filters for manned airerafi
and submarines. products and systems to reduce vibration andfor acoustic signatures and otherwise reduce or obscure a
vessel's signuture. and other communications. sealing. surface control and hydrodsnamie related applications to
enhance 1.8, Navy maritime survivability: precision-tolerance machined components for the acrospace and defense
industry: and metal processing services. The scgment has sin facilities in the United States and ene in Mexico.

USG

Our LISG segment accounted for approximately 28%. 26% and 29% of our total revenue in 2021, 2020 and 2019.
respectively.

Doble is an industry lcader in the development. manufacture and delivery of diagnostic testing and data management
solutions that enable clectric power grid operators to assess the integrity of high-voltage power delivery equipment. It
combines three core elements for customers — diagnostic test instruments and condition monitoring systems. expert
consulting. and testing services. The acquisition of Phenix’s assets has enhanced [oble’s high voltage. high current,
high power test systerms. components and solitions. NRG is a global market leader in the design and manufacture of
decision support tools for the rencwable energy industry, primarily wind and solar. Doble and NRG together have
cight facilities in the United States and one in Canada.

Altanova. headgquartered in Taino. ltaly. provides products and scrvices in more than 100 countries. Its strong market
share in Eurape and Asia creates a significant international platform for our USG segment and {ills important produet
paps and geographies not preyiously served by our existing preducts and solutions. Doble’s offices outside North
America have been consolidated with Altanova’s. and going forward we expect that Altanova will represent their
combined businesses in markets owtside the LS. and Canada.

Test

Our Test segment accounted [or approximately 28%. 26% and 26% of our total revenue in 2021, 2020 and 2019,
respectively.



I: [S-Lindgren s an industry leader in designing and manufacturing products which provide its customers with the
ability 1o measure and conlain magnetic. clectromagnetic and acoustic energy. I supplics its customers with a broad
range ol isolated ey ironments and turnkey sy stems. including RE test facilitics. acoustic west enclosures. R17 and
magnetically shiclded rooms. secure communication facilities. RE measurement sy stems and broadeast and recording
studios. Many ofthese lacilitics include proprictary features such as shiclded doors and windows, E'TS-lindgren also
provides the design, program management. installation and integration services required 1o suceesstully complete these
B pes of facilitles,

LETS-Lindgren also supplies customers with a broad range of componuents including R1- absorptive materials. RIY
filters, active compensation sy slems. antennas. anienna masts. turntables and electric and magnetic probes. RF test
cells. proprictary measurement software and other test ageessorizs required o perform a variety ol wests. 1 IS -Lindgren
offers a variety of services including calibration for antennas and [ield probes. chamber certification, field surveys.
customer training and a varicty of product tests. ETS-Lindgren’s test labs are aceredited by the following
erganizations: American Association for [aboraton Accreditation. National Voluntary 1aboratory Accreditation
Program and CTIA-The Wircless Association Accredited 1est Lab, ETS-Lindgren seryes the acoustics. medicul.
health and safery. electronics. wircless communications. automotise and defense markets. ETS-Lindgren has four
tacilities in the United States and nine outside the United States.

Marketing and Sales

Our products generally are distributed to customers through a domestic and foreign network ol distributors. sales
representatises, direct sales teums and in-housce sales personmel.

Our sales 1o international customers accounted Tor approximately 28%. 27% and 26% of our 10tal revenue in 2021,
2020 and 2019, respectively. See Note 12 o the Consolidated Financial Statements for financial information by
geographic arca. Sce Item LA, “Risk Factors,” for a discussion of risks related to our international operations,

Government Contracts

Some of our products are sold o the UV.S. Ganernment either directly under contracts with the Army. Navy and Air
Foree as well as other Government agencies or indirectly under subcontracts with their prime contracters. Direct and
indirect sales o the LS. Government. primarils refated to the A&D segment. accounted for approximaicly 26%. 28%
and 21% of our total revenue in 2021, 2020 and 2019. respectisely.

Our Government contracts primarily include firm fixed-price contracts under which work is perfurmed and paid for at
a fixed amoun without adjustment tor the actual costs experienced in connection with the contracts. All Goyernment
prime contracts and virtually all of our Goy ernment subcontracts provide that they may be terminaied at the
comvenience ol the Goyernment or the customer. Upon a termination for convenience. we are entitled 1o receive
cquitable compensation from the customer for the work we completed prior o termination.

Executive Order 14042, Ensuring Adequate COVID Safety Protocols for Federal Contractors. issucd in September
2021, when implemented. will require government contractors and subcontractors to comply with certain COVID-19
saleguards in workplaces with covered individuals. including vaccination. masking and phy sical distancing protocols,
We are tuking steps 1o comply with the Executive Order at afieeted locations.

Sec Item TA. "Risk Factors.™ for a discussion of risks related 10 our Goyvernment business.

Intellectual Property

We own or have other rights in various forms of intellectual property (i.c.. patents. trademarhs. sery ice marks.
comrights. mask works. trade scerets and other itlems). As a major supplier of enginecred products to industrial and
commercial markets. we emphasize developing intellectual property and protecting our rights therein. However. the
legal protection afforded by intelicctual property rights is often uncertain and can involve complex legal and lactual
issues. Some intelleetual property rights. such as patents. have a limited term. and there can be no assurance that third
parties will not infringe or design around our intellectual property. Policing the unauthorized use of imellectual
properts is difficult. and infringement and misappropriation are persistent problems for many companics. particularly
in some international markets. and in some cascs. we may ¢lect not 1o pursue an unauthorized user due to the high
costs and uncertainties associated with litigation. Further. there can be no assurance that courts wiil ultimately hold
issued patents or other intellectual property valid and enforceable. Sce Item 1AL ~Risk Factors.”

A number of products in the Acrospace & Delense segment are based on patented or otherwise propriciary technology
that sets them apart from the competition. such as VACCQ's proprietary quicting technology and Westland's signature



reduction solutions. In addition. Globe has developed significant manufacturing and logistics capability usetul for
special hull treatments for submarines. (lobe has also obtained patent protection in the ULS, and Europe for a novel
shiclding curtain to be used with clectromagnetic radiation scanning systems.

[n the 1'SG segment. our palicy is to seek patent and/or other forms ol intellectual property protection on new and
improved products. components of products. and methods of operation for owr businesses. as such developments are
made. Doblc has obtained and is pursuing additional patent protection on improvements to its line of diagnostic
cquipment and NERC CIP compliance tools. Doble also holds an extensive library ol apparatus performance
information useful to entities that generate. distribute or consume clectric energy. and it mahkes part of this library
available to repistered users via an Internet portal. NRG has intellectual property related to certain LIDAR technologa
and applications. and has ohtained and is pursuing additional patent protection onits line of bat deterrent sy stems.
which arc designed 1o significantly reduce bat mortality at windfarms and in other applications where bat conseryvation
is a concern,

In the Test segment. we have sought patent protection for signiticant inventions. Lxamples of such inventions include
novel designg for window and door assemblics used in shiclded cnelosures and anechoic chambers. improyved acoustic
technigues for sound isolation and a variety of unique antennas. In addition. the Test segment holds a number of
patenis, and has patents pending. on products used to perform wirgless device testing,

We consider our patents and other intellectual property to be of signiticant value to cach ol our segments.

Backlog

Total Company hacklog of firm orders at September 30. 2021 was $392.0 million. representing an incrcase of $80.8
million (15.8%) from the backlog o'$511.2 million at September 30. 2020, By segment. the backlog at September 30,
2021 and September 30. 2020. respectively. was $367.2 million and $344.7 million for A&D: $91.6 million and $50.7
million for USG: and $133.2 million and $115.9 million for Test. We estimate that as of September 30. 2021 domestic
customers aceounted for approaimately 73% ol our total [irm orders and international customers accounted for
approximately 27%. Of our total backlog at September 30, 2021, approximately 75% is expected to be completed in
the fiscal year ending Scptember 30, 2022,

Purchased Components and Raw Materials

Our preducts reguire a wide variety ol components and materials. Although we have multiple sources of supply for
most of our materials requirements, certain cemponents and raw materials are supplied by sele source vendors. and our
ability 10 perform certain contracts depends on their timely performance. In the past. these required raw materials and
various purchased components generally hayve been available in sulficient quantities. However. we do have some risk
of shortages of materials or components due o reliance on sole or limited sources of supply: and supplics off
components and materials are periodicalls impacted by disruptions due to COVID-19 as well as complications due to
current or futyre trade policies. Where feasible. we engincer and qualify substitule products to avoid short-term supply
issues: however, we are subject 10 the same supply chain risks as other electronics manufacturers. An unanticipated
delay indelivery by our supplicrs could result in the inabilin to deliver our products on-time and (o meet the
expeclations of aur customers. Additionally . we have experienced. and could continue to expericnee. an increase in the
costs of doing business. including increasing raw material prices and transportation costs. which have and could
continue 1o have an adyerse impact on our husiness. results of operations. financial condition and cash flows. Sec also
Item 1A, “Risk [actors,”

Our A&D segment purchases supplies from a wide array of vendors. In most instances. multiple s endors of raw
materials are sereened during a qualification process 1o ensure that there will not be an interruption of supply should
one of them underperform or discontinue operations. Nonetheless. in some situations. there is a risk of shortages due 10
reliance on a limited number of suppliers or because of price uctuations due to the nature of the raw materials. For
example. aerospace-grade titanium and gaseous helium. important raw materials for our A&D scgment subsidiaries.
may at times be in short suppiy.

Our USG segment manufactures clectronic instrumentation through a network ol regional contract manufacturers
under long-term contracts. In general. USG purchases the same kinds of component parts as do other electronic
products manufacturers. and these electronic components can be subject to supply chain constraints. USG purchascs
only a limited amount of raw materials.

Our Test segment is a vertically integrated supplicr of electro-magnetic (EM) shielding and RF absorbing products.
producing must of its critical RF components itself. This segment purchascs signiticant quantitics of raw materials



such as polyurethane foam. polyvstyrene beads. steel. aluminum. copper. nickel and wood. Accordingly. it is subject o
price uctuations in the worldwide raw materials markets. While L1'S-Lindgren has Jong-term contracis with a
number of its suppliers. performance ol these contracts is vutnerable to the risks described below and in [tem TA

Competition

Competition In our major markets is broadly based and global in scope. This competition can be particularly intense
during periods ot cconomic slowdown, and we have experienced this in some ol our markets. Although we are a
teading supplier in several of the markets we serve, ve maintain a relatively small share of the business in many ol our
other markets, Individual competitors range in size from annual revenues ol less than $1 million (o billion-dollar
enterprises. Because of the specialized nature of ouwr products. our competitise position with respeet to vw products
cannnt be precisely stated, T our major served markets. competition is driven primarily by guality . technology . price
and delivers performance. See also flem 1A, ~Risk Fuactors.”

Primary competitors of our A&l segment include Pall Corporation. Moog. Inc.. Safran (Solrance). CLARCOR Inc..
TransDigm (Ppeuldraulics). Marotta Controls. and Parker Hannilin.

Significant competitors of our LSG segment include OMICRON clectronics Corp.. Megger Group Limited. Vaisala.
and Qualitrol Company 1.1.C (a subsidiary of Tortive Corporation).

Our Test sepment is a global leader in EM shielding. Significant competitors in this marker inctude Rohde & Schwarz
GMBIL Microwave Vision SA (MVG). | DK RFE Solutions Inc.. Albatross GmbiL IMEDCO AG. and Uiniversal
Shielding Corp.

Research and Development

Rescarch and des elopment and our technological expertise are important factors in our business. Qur rescarch and
development programs are designed to devclop technology for new products or 1o exiend or upgrade the capability of
existing products. and to enhance their commercial potential. We perform research and devclopment at our own
expense. and also engage in research and development funded by our customers. See Note 1 to the Consolidated
Financial Statements for tinancial information about our rescarch and development expenditures.

Environmental Matters and Government Regulation

Weare involved in various stages of investigation and cleanup relating to environmental matters. 1t is difficult o
estimate the potential costs of these matters and the possible impact of these costs on the Company at this time due in
part Lo the uncertainty regarding the extent of pollution: the complexits and changing nature of Government laws and
regulations and their interpretations: the vary ing costs and effectiveness ol alternative ¢leanup technologies and
methods: the uncertain level of insurance or other types of cost recovery: the uncertain level of our responsibility for
amy contamination: the possibility of joint and several lability with other contributors under applicable law : and the
ability of other contributors 1o make required contributions toward cleanup costs. Based on inlormation currently
available. we do not believe that the aggregate costs involved in the resolution of environmental mariers or compliance
with Governmental regulations will have a material adverse elfect on our financial condition or resulls of operations.

Human Capital Management

As ol September 30 2021. we empleyved 2.822 persons. including 2.700 full time employ ees of whom 15% were
located in 14 foreign countrics.

As a responsible member of the communitics in which we operate. we are dedicated 10 preserving operational
excellence and remaining an emplover of choice. We provide and maintain a work environment that attracts. develops
and retains top talent by offering our emplovees an engaging work experience that contributes o their career
development. Through our charitable Foundation and wellness aciivitics we provide opportunities for meaningtul civic
involvement tha not onty support our communities but also provide experiences for our employ ces Lo promole a
collahoratiye and rewarding work environment. We strive 1o maintain a culture that enables all employees 1o be treated
with dipnity and respect while devoting their best efforts to performing their jobs to the best of their abilities. We
operale in a supportive culture that incorporates strong ethical behas ior and reinforces our human rights commitment
through annual cthics training which incorporates instruction on human rights, anti-human trafficking and anti-
harassment. a5 well as other areas of importance such as supervisors training on diversity and inclusion.

Our subsidiarics enjoy modest turnover at less than hal{ the national ayerage for our industry. Fewer than 4% of our
workforee are contingent workers. We invest in creating a diverse. inclusive and safe work environment which will



inspire our emplos ees 1o give their best efforts evers dax. In tact, nearly hali of our employ ce base comes from diverse
backgrounds.

We pencrally conduet formal compensation benchmarking reviews every 1-2 years 10 ensure wages arc competitive in
local markets and support retention and recruiting efforts. Additionally. we invest 1ime and resources inreviewing pay
equity within our worktoree. All lull-time domestic and international employ ees are cligible for benus or commission
plans, most of which are designed to incentivize and reward perlormance based on results such as EPS. EBIL. cash
flow. qualits and backlog reduction. or other measures.

We recognize that our suecess is based an the talents and dedication of those we employ., and we are imvested in their
suceess. Significant investments are made in the arcas of alent development. technical skills and compliance {cthics,
safety. hazmat. [TAR. ete.). For succession planning purpases. we focus on identifving high-potential future leaders

and working with them on individual development plans.

Our product development and manufacturing processes require avaricty of manutacturing and testing tools and
equipment. As a part of our commitment (o the safety of our employ ees. customers. suppliers and third partics. we
have established safety programs. policies. procedures and training reguirements. Our local safcty committees meet
routinely throughout the vear o ensure the safety of our emploa ees. and that is reflected in our expericnee with lost
time injuries. which is below indusiry incidence rates.

Throughout 2021, ¢ur attention continucd to be focused on the effective handling of the COVID-19 pandemic and
included maintaining the re-lay out of many ol our factory floors to ensure sufficient distancing in high density arcas.

W also installed shields. modified training programs to comply with distancing requirements. limited visitor entry.
continued the use of v intual meetings. and adjusted shifis 10 aid in physical distancing. We also implemented the use of
remote work arrangements and encouraged emplos ees o receive. and provided time off for, vaccinations.

We are commitied 10 the health and welibeing of our employees and their lamilies by encouraging participation in
wellness programs. Generally. all our full-lime employ ces. both domestic and international, are offered health and
weltare benefits, We remain commitied 1o our communtitics through financial support from our employ ees and the
ESCO loundation. and through personal participation of our employ ees with a variets of local organizations. such as.
Family Outrcach. the Bovs & Girls Club. the United Way. and Special Olympics. We believe strong human capital is
our competitive ditferentiator. and we locus not only on ensuring we have the right domestic and international falent in
place 1o drive our stratcglc initiatives todax . but well into the future.

Workforce Composition
(As of September 30, 2021)

By Gender By Race
Male 75% Minorities 49%
Female 24% White 43%
Unknown 1% Unknown 8%
By Generation

Gen Z {1996-2015) 5%

Millennials (1977-1995) 26%

Gen X (1965-1976) 32%

Boomers (1946-1964) 27%

Silent (1945 & before) <1%

Unknown 9%

Minorities are defined to include individuals of Native American or Alaskan Native. Asian. Black or
African American. Hispanic or Latino. Native Hawaiian or Other Pacific [slander. and Two or More Races.
The above is based on employees” self-identification or other information beligved by the Company to be reliable.
Some countries do not permit the collection or reporting of some or all of the above types of data.



Financing
For intformation about cur credit tacility. see Note 8 10 the Conselidated Financial Statements. which is incorporated
inlo this Item by reference.

Additional [Information

The information sct torth in Item LA, “Risk Factors.™ is incorporated in this Tiem by reference,

We make av ailable free of charge on or through our wehsite, www escorec/maologies.com. our annual report on Form
10-K. quarterly reports on Form §0-Q. current reports on Form 8-K. and amendments to those reports filed or
turnished pursuant 1o Scction 13(a) or 15(d) of the Securities Fachange Actof 1934, as amended. as well as our recent
Proxy Statements tor meetings of our shareholders, 4s soon as reasonably practicable after we file or lurnish this
material to the Securitics and Exchange Commission. Information contained on our website is not incorporated inte
this Report.

Information about our Executive Officers

The following sets forth certain information as of the date of this report with respect 1o our executive officers. These
officers are elected annually 1o terms which expire at the [irst meeting of the Board of Directors held afier the Annual
Mecting of Stockholders.

Name Age  Position(s) and Business Experience

Victar L. Richey 64 Mr. Richey has been Chairman of the Board of Directors and Chief Executive Officer
since April 2003, and President since Oclober 2008. He also serves as Chairman of the
Executive Committee of the Board of Directors.

Christopher L. Tucker 50 Mr. Tucker has been Senior Vice President and Chief Financial Officer since Agpril
2021, succeeding Gary E. Muenster, who resigned as an executive officer prior to his
retirement in June 2021. Prior to joining ESCO, Mr. Tucker worked at Emerson Electric
Co (NYSE:EMR) for 24 years, where he held a series of financial and administrative
pasitions, most recently as Vice President and Chief Financial Officer of Emerson’s
Commercial and Residertial Solutions business. cansisting of 11 business units
generating approximately $6 billion in annual revenue.

David M. Schatz 58 Mr. Schatz has been Senior Vice President, General Counse! and Secretary since April
2021. succeeding Alyson S. Barclay, who resigned as an executive officer prior to her
retrementin May 2021. Mr. Schatz has warked at ESCO since 1998 in various
positions with increasing responsibility, including serving as Vice President, {P Counsel
and Assistant Secretary from 2015 until April 2021; he has extensive knowledge of
ESCQ's operations, technologies, intellectual property. requlatory matters, M&A and
other complex Jegal matters.

There are no family relationships among any of our executive officers and directors.



Item 1A. Risk Factors

[his Form 10-K. including ftem 1. "Business.” lem 2. “Properties.” Item 3. "Legal Procecdings.” Item 7.
“Management’s Discussion and Analy sis of Financial Condition and Results of Operations.” and [tem 7A.
“Quantitative and Qualitatis¢ Disclosures About Market Risk.” contains ~[orward-looking statements™ within the
meaning of the safe harbor provisions of the federal securities law s, as deseribed under “Forward-Looking Statements”™
above,

In addition (o the risks and uncertaintics discussed in those Hems and elsewhere in this Form 10-K. and rishs and
uncertaintics that apply 1o businesses or public companics generally. the [ollowing important risk factors which are
particularly applicable 10 our business could cause actual results and events to difler materially from those contained in
amy forward-looking statements. o1 could otherwise materially adversely affect our business. operating resulls or
linancial condition:

COVID-19 Related Risks

The COVID-19 pandemic and its widespread effects on the United States and global economies may have a
material adverse effect on our business which could continue for an unknown period of time.

The COVID-19 pandemic has significantly increased our cconomic. demand and operational uncertainty. The rapid
worldwide spread of the COVID-19 virus. as well as the measures governments and private erganizations have
implemented in order to stem the spread of this pandemic. 1s resulting in significant worldwide disruptions and
contractions in economic activity. including those resulting from “shelter in place™ and similar orders. restrictions on
non-cssential business operations and travel. and increascd unemployment. We have global operations, customers and
suppliers. including in countries most impacted by COVID-19. and both the discasc itself and the actions taken around
the world to slow the spread of COVID-19 hay e impacied our custamers and suppliers: and future developments could
cause further disruptions to the Company duc to the interconnected nature of our business relationships,

W have heen and may continue to be subject to postpenement or cancellation of certain contracts 10 which we are a
party. We hayve also suffered a signiticant reduction in our commercial airerafi business due o slewdowns in ObM
production and reduced flights. and this business is unlikely o return to pre-COVID levels for an unknown but
possibly signilicant period of time. Current restrictions and conditions have and may continue W prevent or delay us in
accessing customer facilities to deliver products and provide services. and disrupt or delay our supply chain, Exen
though our businesses have been classificd as essential businesses and allowed 1o remain in operation in jurisdictions
in which facifity closurcs have been mandated. we can give no assurance that this will not change in the future or that
our businesses will be classificd as essential in ecach of the jurisdictions in which we operate. Further. although we
have implemented pres ention measures at our own facilities. including enhanced cleaning procedurcs. social
distancing efforts and working from home where feasible. and substantially ail of our facilitics have so far remained in
business. we hay e occasionally incurred short-term disruptions in some facility operations. and due to the nature of the
COVID-19 pandemic there can be no assurance that we will not sufter facility ¢losures or other ady erse cffects on our
business operations in the fulure.

The facilitics of our suppliers and customers have expericnced. and may continue to experience. disruptions in
manufaciuring and supply arrangements due to the loss or disruption of critical manufacturing and suppiy elements.
such as raw materials or other finished product components. transportation. workforee or other manufacturing and
distribution capabilits. We may also expericnce failure of third parties on which we rely. including our supplicrs.
distributors znd contractors. to mect their obligations to us. or significant restrictions in their ability to do so. In
addition. our compliance with applicable safety requirements may cause us to lose critical employees who are
unwilling or unable to comply with the requirements.

I'hese facts and circumstances may have a material adverse cffect on our business. results of operations. financial
condition and cash flows, The extent to which the COVID-19 pandemic will impact our business. resulis of
operations. financial condition and cash flows in the future. and the length of time these impacts may continue,
will depend on future developments that are highly uncertain and cannot be predicted at this time. including new
information that may emerge concerning the severity of COVID-19. the longevity of COVID-19 and the actions to
contain its impact.



Risks Related to our Governmental and Aerospace Business

Qur sales of products to the Government depend upon continued Government funding.

Sates 10 the 1.8, Government and its prime contractors and subcontractors represent a signilicant portion of our
business. Over the past three fiscal ycars. from 21% to 28% of cur rev enues hasve been generated from sales to the LS.
Gosernment or its contractors. primarily within our A&D segment. These sales are dependent on government funding
of the underly ing programs. which is gencrally subjeet to annual Congressional appropriations. here could be
reductions or terminations of. or delays in. the government funding on programs which apply te us or our customers.
These funding cffects could adyersely affect our sales and profit. and could bring aboul a restructuring of our
operations. which could result in an adsyerse cffect on our financial condition or results of operativns. A significam
portion 0of VACCO s, Westland s and Globes sales involve major ULS. Government programs such as NASA™s Space
Launch Sy stem (S1.8) and U8, Navy submarines. A reduction or delay in Government spending on these programs
could have a signilicant adv erse impact on our financial results which could extend tor more than a single y car,

Our Government business increases the risk that we may not realize the full amount of our backlog.

As of September 300 2621 our twelhve-month backfog swus approximatels $441 million. which represents confirmed
orders we believe will be recognised as revenue within the nest twelve months. There can be ne assurance that our
cusiomers will purchase all the orders represented in our backlog. particularly as 10 contracts which are subject to the
LS. Government's and its subcontractors” ability to modifs or terminate major programs or contracts. and ifand Lo the
extent that this occurs, cur future reyvenues could be materially reduced.

The end of customer product life cycles could negatively affect our A&D segment’s resulls.

Many of our A& segment products are sold 1o be components in our customers” end-products. [f a customer
discontinues a certain end-product line. our ability 1o continue to sell those components will be reduced or eliminated,
The result could be a signilicant decrease in our sales, For example. a substantial portion of P11°s revenuc is generated
from commercial ayviation attermarket sales. As certain aircraft are retired and replaced by newer airerafi. there could
be a corresponding decrease in sales associated with our current products. Such a decrcase could adversely atfect our
operating results.

Risks Related to our International Business

Negative worldwide economic conditions and related credit shortages could result in a decrease in our sales
and an increase in our operating costs, which could adversely affect our business and operating resuits,

[Ithere is a worsening of global and U8, economic and tinancial market conditions and additional tightening of global
credit markets. many of our customers may further delay or reduee their purchases of our products. Uncertainties in
the global economy may cause the utility industry and commercial market customers to experience shortages in
available credit. which could limit capital spending. To the extent this problem aflects our customers. our sales and
profits could be adversely affected. Likewisc. if our supplicrs face challenges in obtaining credit. they may have to
increase their prices or become unable to continue to offer the products and services we use lo manufacture our
products. which could have an adverse elfect on our business. results of operations and financial condition.

Increases in tariffs or other changes in trade policies could adversely affect our ability to compete.

In addition 1o the effects of increases in market prices. increases in domestic import taritfs could increase the prices to
us of our toreign-sourced raw materials and product components and thereby require us to cither increasc our selling
prices or accept reduced margins. In the casc of ETS-Lindgren. for example. tariffs on imports of Chinese goods have
raised the costs of components purchased by it either from its China facility or [rom other Chinese suppliers. and its
margins in China have been impacted by the increased costs ot its products made in the 17.S. and sold through its
Chinesc husiness.

In addition. increases in foreign-country tarifTs applicable to our exported products could increase the effective prices
of our products to our cuslomers in those countries unless we arc able to offset the tariffs by reducing our selling
prices. Any or all of these factors could decrease the demand for our products. reduce our profitability. and/or make
our products less competitive than those of other manufacturers that are not subject (o the same tariffs. For enample.
since 2019 increased tariffs imposed by China on ULS. origin goods have adversely aftected sales of NRG's products
in China by increasing their prices to Chinese customers.



In addition, trade restrictions against certain forcign-made products or entities may adversels affeet our business and
our ahility to compete in certain markets. Our business may also be impacted by the ongoing trade tensions between
the LS. and China which are causing U.S. goods to be viewed in a less favorable light by Chinese customers,

Our international operations expose us to fluctuations in currency exchange rates that could adversely affect
our results of operations and cash flows.

We have significant manufacturing and sales activities in foreign countries. and our domestic operations have sales 10
loreign customers, Qur financial results may be atfected by fluctuations in foreign currencies and by the translation of
the financial statements of our foreign subsidiaries from local currencies into U8, dollars, and we may not be able 1o
adequately or successlully hedge against these risks. In addition. a rise in the dollar against foreign currencies could
thahe our products more expensive [or farcign customers and cause them to reduce the solume of their purchases.

Economic, political and other risks of our international operations, including ferrorist activities, could
adversely affect our business.

In 2021, approsimatcly 28% of our net sales were 1 customers outside the United States. Increases in international
tarifts resulting from changes in domestic or foreign trade pelicies could increase the costs of the raw malcerials used in
our produets and/or the costs of our products. In addition. un cconomic downturn or an adyerse change in the political
situation in certain foreign countries in which we do business could cause a decline in ey cnues and adversely affect
our financial condition. or example, our Test segment does signilicant business in Asia. and changes in the Asian
political ¢limate or political changes in specitic Asian countrics could negatively aftect our business: several of our
subsidiarics arc based in Furope and could be negativels impacted by weakness in the European cconomy: and
Doble’s future business in the Middle East could be ady ersely aftected by cominuing pelitical unrest. wars and
terrorism in the region.

Our international sales are also subject 10 other risks inherent in foreign commerce. including currency fluctuations
and desaluations. differences in foreign laws. uncertainties as to entorcement of contract or intellectual property rights.
and difficultics in negotiating and resolving dispules with our foreign customers.

Our governpmental sales and our international and export operations are subject to special U.S. and foreign
government laws and regulations which may impose significant compliance costs, create reputational and
legal risk, and impair our ability to compete in international markets.

he international scope of our operations subjects us to a complex system of commercial and trade regulations around
the world. and our foreign operations are governed by laws and business practices that ofien differ Irom those of the
U.S. In addition. laws such as the 1.8, Foreign Corrupt Practices Act and similar laws in other countries increasc the
need for us to manage the risks of improper conduct not only by our own employ ees but by distributors and
conractors who may not be within our dircet control. Many of our exports are ol products which are subjcet o U5,
Government regulations and controls such as the 1.8, International Traffic in Arms Regulations (ITAR). which
impose certain restrictions on the LLS. export of defense articles und serices. and these restrictions are subject 10
change from time to tlime. including changes in the countries into which our products may law tully be sold.

Ifwe were to [ail 1o comply with these laws and regulations, we could be subject to signilicant fines. penalties and
other sanctions including the inability to continue 1o export our products or 1o sell our products to the ULS.
Government or to certain other customers. In addition. some of these regulations may be viewed as 1oo restrictive by
our intemational customers, who may elect to develop their own domestic products or procure products from other
international suppliers which are not subject to comparable export restrictions: and the laws. regulations or policies of
certain other countrics may also favor their own domestic supplicrs over fereign suppliers such as the Company.,

Risks Related to our Manufacturing and Sales Operations and Technology

Disruptions of Our Information Technology Systems, or information Security and/or Data Privacy Breaches,
Could Adversely Affect Our Business.

We have many information technology sy stems that arc important to the aperation of our businesses. some ol which
arc managed by third parties. These systems are used (o obtain. process. transmit and store clectronic information and
te manage or support a varicty of integral business processes and activities. Our primary and backup compulter systems
are vulnerable to damage. disruptions or shutdowns during the process of upgrading or replacing software. databases
or components and from powcer oulages. computer and telecommunication failures. security breaches. natural disasters
and errors by emplovees. Any failure in the operation of our information technology systems could adversels affect
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our businesses or operating results. Although losses arising from some of these issues may be covered by information
seearity inswrance. we cannot guarantee that our corcrage will be adequate for all costs or losses incurred.

Global information technology seeurity threats and targeted computer crime are increasing in frequency and
sophistication and posc a risk to the securits ol our sy stems and networks and the confidentiality, availability and
integritys of our data and communications. We attempl 1o mitigate these risks through numerous measures. inciuding
employee training and testing. comprehensive monitoring of our networks and sy stems. and maintenance of bachup
and proteetive sastems. Although we do not befieve we have experienced a material information security breach in the
last three years, and we have incurred no lines. settlement costs or other material expenses related to information
sceurity breaches. i we were to experience such a breach it could adversely atfect our reputation and result in
litigation. regulatory action, liability (or fines. pepalties and related expenses. and costs of implementing additional
data protection procedures. In addition. ¢ven though we generally do not conduct business directly with retail or
individual customers or consumers we must comply with increasingly comples and rigorous regulatory standards
enacted 1o protect business and personal data in the 1S, and elsewhere, Compliance with data privacy Jaws and
regulations increases aperational complexits . and fatlure o comply with tegal or regulatory standards could subject us
to tines and penaltics. as well as legal and reputational risks. including procecdings against us by governmental entities
or others. Although we maintain insurance coverage for data privacy risks. we cannot guarantee that our cosverage will
be adequate tor all costs or losses incurred.

A significant part of our manufacturing operations depends on a small number of third-party suppliers.

A signilicant part of our manufacturing operations relics on a small number of third-party manufacturers o supph
component parts or products. For example, Doble has arrangemems with sis manufacturers which produce and supply
a substantial portion ot its end-products. and one of these supplicrs produces approximately 35% of Doble’s products
from a single location within the United States. As another example. PT1 has a single supplier ol eritical electronic
components 1or u significant aircralt production program. and if this supplier were (o discontinue producing these
components the need w seeure unother source could pose d risk o the production program. A significant disruption in
the supply ol those products or others provided by a small number of supplicrs could negatively affect the timely
delivery of products to customers as well as future sales. which could inerease costs and reduce margins.

Certain of our other businesses are dependent upon sole source or a limited number ol third-party manufacturers of’
parts and components. Many of these suppliers are small businesses. Since alternative supply sources are limited. there
is an increased risk of adverse impacts on our production schedules and profits i our suppliers were to detault in
fultilling their price. quality or delivers obligations. In addition. some of our customers or potential customers may
prefer to purchase from a supplicr which does not hayve such a limited number of sources of supply .

Increases in prices of raw material and components, and decreased availability of such items, could adversely
affect our business.

The cost of taw malcerials and product components is a major clement of the total cost of many of our products. For
example. our fest segment’s eritical components rely on purchases of raw materials from third parties. Increases in the
prices ol raw materials (such as steel. copper. nickel. zinc, wood and petrochemical products) could have an adverse
impact on our business by, among other things. increasing costs and reducing margins. Acrospace-grade titanium and
gascous helium, important raw materials for our A& segment. may at times be in short supply: in addition. although
we trs to lic our supplict pricing to long-term contracts this is not always possible. and we are experiencing price
inflation on a number of products. Further, some of Doble™s items of equipment which are provided to its customers
for their use are in the maturity of their life cycles. which creates the risk that replacenient components may be
unavailable or available only at increased costs. Doble has experienced COVID-related short term distuptions in the
supply chain which have periodically resulied in extended lead times and cost increases. and the fong term impacts of’
these disruptions are uncertain, See also “COVID-19 Related Risks™ above.

In addition. our reliance or sole or limited sources of supply of raw materials and components in each of our scgments
could adversely affect our business. as described in the preceding Risk Factor. The potential physical impacts of
climate change, such as increased frequency and severity of storms. floods and other climatic events. could disrupt eur
supply chain. and causc our supplicrs 1o incur signilicant costs in preparing for or responding 1o these effects. These
and other weather-created disruptions in supply. in addition to alfecting costs. could impact our ability 10 procure an
adequate supply of these raw materials and components. and delay or prevent deliveries of products to our customers,
The entire clectronics industry is currently disrupted due to limited sources of supply. and we are subject to the same
supply chain risks as other manufacturers of products containing electronic components. Sce also "COVID-19 Related
Risks™ above.
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Qur inability to timely develop new products could reduce our future sales.

Much of our busingss is dependent on the continuous development of new products and technologies w meet the
changing needs of our markets on & cost-ellective basis. Many of these markets are highly technical from an
cngineering standpoint. and the relevant technologies are subject 1o rapid change. If we fail 1o timely enhance existing
products or develop new products as needed 1o mect market or competitive demands. we could lose sales
opportunitics, which would adversely affect our business. In addition. in some evisting contracts with customers, we
have made commitments to develop and deliver new products. If we fail (o meet these commitments. the default could
result in the imposition on us of contractual penaltics including termination. Our Inabilits 10 enhance existing products
in & timel manner could make our products Tess competitive. while our inability to successiully deyclop new products
may limit our growth opportunitics. Development of new produets and product enhancements may also reguire us o
make greater investments in research and development than we now do. and the increased costs aussociated with new
preduct development and product enhancements could adyersety affeet our operating results. In addition. our costs of
new product development may not be recoyerable i demand for our products is not as great as we anticipate it o be.

Product defects or customer claims could result in costly fixes, litigation and damages.

Our business exposes us to potential produet labilits risks that are inherent in the design, manufacture and sale of our
products and the products of third-party vendors which we use or reselll many ol which are mission-critical 10 our
customers. Hthere are claims related o defective products (under warranty or otherwise). particularly in a product
recall situation. we could be faced with significant expenses in replacing or repairing the product. For example. the
A& segment obtains raw materials. machined parts and other product components [rom suppliers who provide
certifications of quality which we rely an. Should these proeduct components be defective and pass undetected ino
finished products, or should a finished product contain a defect. we could incur significant costs (or repairs, re-work
and or remosal and replacement of the defective product. In addition. if a dispute over preduct claims cannot be
scitbed. arbitration or litigation may result. requiring us 1o incur attarneys™ fees and exposing us o the potential of
damage awards against us.

A major portion of our Test segment’s business involves warking in conjunctlion with gencral contractors to produce
complex building compeonents constructed on-site. such as electronic test chambers. secure communication rooms and
MR facilitics. If there are performance problems caused by either us or a contractor, they could result in cost oyerruns
and may lead 10 a dispute as 1o which party is responsible. The resolution of such disputes can involve arbitration or
litigation. and can cause us 1o incur significant expense including attomey s fees. In addition. these disputes could
result in a reduction in revenue. a loss on a particular project. or ¢ven a significant damages award against us.

Despite our efforts, we may be unable to adequately protect our intellectual property.

Much of our business success depends on our ability to protect and freely utilize our various intellectual propertics.
including both patents and trade secrets. Despite our efforts to protect our intellectual property. unauthorized parties or
competitors may cops or otherwise obtain and use our products and technology . particuiarly in foreign countrics such
as China where the laws may not protect our proprictars rights as fully as in the United States. Our current and future
actions to enforce our proprictary rights may ultimatels not be successful: or in some cases we may not elect o pursue
an unauthorized user due 1o the high costs and uncertainties associated with litigation. We may also lace exposure o
claims b others challenging our intellectual property rights. Any or all of these actions may divert our resources and
causc us 1o incur substantial costs,

Environmental laws and regulations or environmental contamination could increase our expenses and
adversely affect our profitability.

Our operations and properties are subject o 1.S. and foreign environmental laws and regulations governing. among
other things. the gencration. storage. emission. discharge. transportation. treatment and disposal of hazardous materials
and the clean-up of contaminated propertics. In addition. governments around the world are increasingly focused on
enacting laws and regulations regarding climate change and regulation of greenhouse gases. These regulations. and
changes to them. could increase our cost of compliance. and our failure 1o comply could resull in the imposition of
significant fines. suspension of preduction. alteration of product processes. cessation of operations or other actions
which could materially and adversely affect our business. financial condition and results of operations,

We are currently imvolved as a responsible party in several ongoing investigations and remediations of contaminated
third-party owned properties. In addition. em ironmental contamination may be discovered in the future on propertics
which we formerly owned or operated and for which we could be legally responsible. Fulure costs asseciated with
these situations. inciuding ones which may be currently unknown to us. are difficult to quantify but could have a
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signilicant effect on our financial condition. See ltem 1. "Business — Environmental Matters™ for a discussion of these
lactors.

Risks Related to Our Business Strategy and Corporate Structure

Changes in testing standards could adversely impact our Test and USG segments’ sales.

A significant portion ol the business of our USG and Test segments imvolyes sales 1o technology customers who need
10 have a third parts verify that their products meet specitic international and domestic test standards. 31 regultatory
ageneies were to eliminate or reduce certain domestic or international test standards. or it demand for product testing
trom these customers were 1o decreuase for some other reason. our sales could be adyersely atfected. Tor example.1ta
regulatens authority were to relax the test standards for certain electronic devices because they were determined not to
interfere with the broadeast spectrum. or if new wireless communication technologies were developed that required
less testing or different topes of testing. our sales of certain testing products could be significanty reduced.

We may not be able to identify suitable acquisition candidates or complete acquisitions successfully, which
may inhibit our rate of growth.

As part of our growth strategy. we plan to continuc 1o pursue acquisitions of other companies. assets and product lines
that cither complement or expand our existing business. [However. we may be unable to implement this strategy it we
are unable to identify suitable acquisition candidates or consummate future acquisitions at acceplable prices and terms.
We evpeet to [ace competition tor acquisition candidates which may limit the number of acquisition opportunities
available 10 us and may result in higher acquisition prices. As a result, we may be limited in the number of acquisitions
which we are able o complete and we may face difficultics in achicving the profiwbility or cash flows needed to
Justifs our imvestment in them.

Our acquisitions of other companies carry risk.

Acquisitions of ether companies imvolve numerous risks. including difficulties in the integration of the operations.
technologies and products of the acquired companies. the potential exposure to unanticipated and undisciosed
liabilities. the patential that eapected benetits or synergics are not realived and that operating costs increase. the
poterzial loss of key personnel. supplicrs or customers ol acquired businesses and the diversion of Management's time
and attention [rom other business concerns. Although we attempt to idemify and evaluate the risks inherent in any
acquisition. we may not properly ascertain or mitigate all such risks. and our failure to do so could has ¢ a material
adverse effect on our business.

We may incur significant costs, experience short-ferm inefficiencies, or be unable to realize expected long-term
savings from facility consolidations and other business reorganizations.

We periodically assess the cost and operational structure of our facilities in order 1o manufacture and sell our products
in the most efficient manner, and based on these assessments. we may from time 1o Ume reorganize. relocate or
consolidate certain of our facilities. These actions may require us 1o incur significant costs and may result in short term
business inctficiencies as we consolidate and close facilitics and transition our employ ees: and in addition, we may not
achieve the expected long-term benefits. Any or all of these factors could result in an adserse impact on our operating
resulbts. cash flows and financial condition.

Our inability to hire or retain qualified key employees could affect our performance and revenues.

There is a risk of our losing key employees having engineering and technical expertise. For example. our USG
segment relies heavily on engineers with significant experience and reputation in the utility industry to furnish expert
consulting services and support to cusiomers. and our other segments similarly rely on qualified and experienced
cmployecs to carry on their businesses. Despite our active recruitment clforts, there remains a shortage of these
qualified engincers and other employecs because of hiring competition from other companies in the industry and a
generally tight labor market. possibly exacerbated by COVID-related retirements or career changes. Losing current
employ ces or qualitied candidates 1o other employers or for other reasons could reduce our ability to provide services
and negatively affect our revenuces.

Our decentralized organizational structure presents certain risks.

We are a relatively decentralized company in comparison with some ol our peers. This decentralization necessarily
places significant control and decision-making powers in the hands of local management. which present various risks.
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including the risk that we may be slower or less able o identify or react 10 problems afteeting a key business than we
would in a more centralized management environment. We may also be slower to detect or react o compliance related
problems {such as an emplos ee undertaking activities prohibited by applicable law or by cur internal policies). and
Company-wide business initiatises may be more challenging and costly o implement, and the risks of noncompliance
or failures higher. than they would be under a more centralized management structure. Depending on the nature ol the
problem or initiative in guestion. such noncompliance or failure could have a material adyerse cffect on our business.
financial condition or result of operations.

Provisions in our articles of incorporation, bylaws and Missouri law could make it more difficult for a third
party to acquire us and could discourage acquisition bids or a change of control, and could adversely affect
the market price of our common stock.

Our anicles ol incorporation and b laws contain certain provisions which could discourage polential hostile taheover
aitempts. including: a limitation on the sharcholders™ abiliny 10 call special meetings of sharcholders: adyance notice
requirements o nominate candidates for election as directors or 1o propose matters for action at a meeting of
sharcholders: a classified board ol directors. which means that approximately ane-third of our dircetors are elected
euch year: and the authority of our board ot dircctors o issue. withowt sharcholder approval. preferred stock with such
terms as the board may determing. In additon. the laws of Missouri. in which we are incorporated. require a two-thirds
vote of outstanding shares 1o appron e mergers or ¢ertain other major corporate transactions. rather than a simple
majority as in some other states such as Delaware. These provisions could impede a merger or other change of control
not approred by our board of directors, which could discourage takeos er attempts and in some circumstances reduce
the market price of our common stock.

item 1B. Unresolved Staff Comments

None
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Item 2. Properties

We helieve our buildings. machiners und cquipment have been generally well maintained. are in good operating
condition and are adeguate for our current production requirements and other needs,

At September 30. 2021, our physical propertics. including those described in the able below. comprised
approaimately 1.558.000 square feet of floor space. of which approsimately 680.000 square teet were owned and
approsimately 878.000 square fect were leased. The table below includes our principal phasical properties. We do not
believe any of the umitled properties. consisting primarily of office and‘or warchouse space. are individually or
collectively material (o our operations or business. Sce also Note 14 to the Consolidated Iinancial Statements.

Principal Use(s)
{M=Manufacturing, . -
Approx, Owned / Leased (with E=Engineering, 0=0ffice, Operating

Location Sq. Ft. Expiration Date} W=Warehouse) Segment
Modesto, CA 181.500 Leased (9/30/2033) M E. OW A&D
Denton, TX 145.000 Leased {8/30/2029, plus options) M, E. O, W A&D
Cedar Park, TX 130.000 Owned MEOW Test
Oxnard. CA 127 400 Owned M, E, QW A&D
South El Monte, CA 100.100 Owned M, E O W A&D
Durant. CK 100.000 Owned M, C. W - Test
Valencia, CA 79,300 Owned M E, O A&D
Marlborough, MA 79.100 Leased (2/28/2037) M, E O W UsG
Hineshurg, VT 77.000 Leased (4/30/2029) M E. O W usG
Stoughton. MA 71.400 Leased (1/31/2029) M, E, 0. W A&D
Accident, MO 66.800 Owned M E CW UsG
South El Monte, CA 63.300 Leased (various term ends) M, O, W ASD
Eura. Finfand 41,500 Owned ME CW Test
Montreal. Québec 38.400 Leased (8/31/2041) M. E C W UsG
Tianjin. China 38.100 Leased (11/19/2027) M E. O Test
Minocqua, W1 35.400 Owneg M O.W Test
Avon, MA 30,000 Leased (5/31/2022) W A&D
Ontario, CA 26,900 Leased {8/31/2025) M E O.W UsG
St. Louis. MO 21500 Leased (8/31/2025} ESCO Corporate Office Corporate
Taino, ltaly 18.000 Leased (2033 & 2034) ME O W UsG
Zola Predosa. Italy 11,600 Leased (1/31/2029) ME O W USG
Morrisville, NC 11.600 Leased {1/31/2027), plus options O UsSG
Wood Dale, IL 10,700 Leased {6/30/2024) EO Test

* The Company purchased this building in the first quarter of fiscal 2022

Item 3. Legal Proceedings

As anormal incident of the businesscs in which we are engaged. various claims. charges and litigation are asserted or
commenced from time to 1ime against us. With respect to claims and litigation currently asserted or commenced
against us. it is the opinion of our Management that final judgments. if any. which might be rendered against us arc
adequately reserved for. are covered by insurance. or are not likely to have a material adverse effect on our financial
condition or results of operations. Nevertheless. given the uncertainties of litigation. it is possible that certain types of
claims. charges and litigation could have a material adserse impact on us: sce lem 1A, "Risk Factors.”

Itern 4. Mine Safety Disclosures

Not applicable.
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PART Il

Item 5. Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities

Holders of Record. As of November 20. 2021, there were approximately 1.836 holders ol record of our commen
stock.

Price Range of Common Stock and Dividends. Our common stock s listed on the New York Stock Exchange: its
trading ssmbol is "ES",

Company Furchases of Equity Securities. For information about our common steck repurchase programs. please
refer to Note 9 10 the Consolidated Financial Statements. We did not repurchase amy shares of our common stock
during the fourth quarter of fiscat 2021.

Securities Authorized for Issuance Under Equity Compensation Plans. l-or intormatien about securitics
authorized for issuanee under our equity compensation plans. please refer o ltem 12 of this Form 10-K and 1o Note
10 1o the Conselidated Financial Statements.

Performance Graph. The graph and table on the following page present a comparison of the cumulatis ¢ total
sharcholder return on our common stock as measured against the cumulative total returns of the Russcll 2000 index.
which is a broad equity market index. and the S&P SmallCap 600 Industrials index. which is a published industry
inden designed 1o measure the performance of small-cap companics that are classilied as members of the GICS
Industrials seetor. The Company is a component of both the Russell 2000 index and the S&P SmallCap 600 Industrials
index.

We determined to use the S&P SmaliCap 600 Industrials index for comparison beginning in 2021 rather than using a
peer group of Individual companies as we had done in prior s eurs. because of the difficulty of finding comparable
companics to select for the peer group and the frequent changes in the selecied peer group from year to year
necessitated by acquisitions. mergers or other transactions.

Because of this change. we also show the returns for the six remaining public companies in the customized peer group
we used in 2020: CIRCOR International. Inc.. Donaldson Company. [nc.. Moog Inc.. Ameresco. Inc.. Thermon Group
Holdings. Inc. and FARQ Technologics. Inc. In calculating the composite return of the moditied 2020 peer group. we
weighted the return of cach of the comparties by (a} its market capitalization in relation to the other companies in its
correspending Company industey segment. and (b) the pereentage of the Company’s total revenue from continuing
operations represented by its corresponding Company industry segnient.

The measurement period begins on September 30. 2016 and measures at cach September 30 thereatter. These figures
assume that all dividends, if any. paid over the measurement period were reinvested. and that the starting values of
cach index and the investments in our commen stock and the modified 2020 peer group were S100 at the close of
rading on Seplember 30, 2016,
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COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN
Among ESCO Technologies Inc., the Russell 2000 Index,
the S&P SmallCap 600 Industrials Index and the modified 2020 Peer Group
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8/30/16 9/30/17 9/30/18 9/3018 9/30/20 9/30/21
ESCO Technologies Inc. $100.00 $129.68 $148.00 $173.83 $176.91 $169.67
Russell 2000 Index 100.00 120.74 139.14 126.77 12727 187.84
S&P Small Cap 600 Industrials Index  100.00 123.30 136.67 122.03 111.54 160.86
Madified 2020 Peer Group 100.00 113.99 167.27 138.5¢ 142.41 189.08

The stock price performance included in this graph is not necessarily indicative of future stock price performance.

item 6. [Reserved]

item 7. Management’s Discussion and Analysis of Financial Condition and Resuits of
Operations

The following discussion should be read in conjunction with the Consolidated Financial Statements and Notes thereto
and refers 1o our results [rom continuing operations except where noted.

Selected financial information for each of our business segments is provided in the discussion below and in Note 12 1o
the Company s Consolidated Financial Statements.

This seclion includes comparisons of certain 2021 financial information to the same information for 2020, Year-to-
year comparisons of the 2020 financial information to the same information for 2019 arc contained in ltem 7 of our
Form 10-K for 2020 filed with the Securitics and Fxchange Commission on November 30, 2020 and available through
the SEC s website at /ips: www.sec.gov edgar searchedgar companvsearch. fitml.

Introduction

We classity our business operations into three segments for financial reporting purposes. although for reporting certain
financial information we treat Corporate activities as a separate segment. Qur threc eperating segments during 2021
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were Acrospace & Defense (A&D3Y. Utitits Solutions Group (L:5G ). and RE Shiclding and Test (Fest)y. Our operating
sepments are comprised of the following primary operating subsidiaries:

* A&D: PI1 [echnologics Inc. (P11 VACCO Industries (VACCO): Crissair, Ing, (Crissair): Westland
Technologics. Inc. ( Westland): Mayx day Manutacturing Co. (Mayday 3. Ti-Tech Metals. Inc. (11-Tech): and Globe
Composite Solutions. LLLC {Globe).

* USG Doble Engineering Company. [.S.A. — Altanova Group Sl and aftiffates (Altanova) and Morgan Schafler
Ld. (eollectively. Doble): and NRG Systems, Ine. (NRG).

Test: ETS-Lindgren Ine. (F'TS-Lindgren).

A&D. P1L VACCO und Crissair pritanly design and manutacture specialty filtration products. including hydraulic
filter elements and fluid control devices used in commercial acrospace applications. unique filter mechanisms used in
micro-propulsion devices [or satellites and custom designed filters for manned aircrali and submarines. Westland and
Glohe design. develop and manufacture elastomeric-based signature reduction solutions [or ULS. naval vessels.
Mavday designs and manufactiures mission-critical bushings. pins. sleeyves and precision-1olerance machined
compenents {or landing gear. rotor heads. engine mounts, flight controls. and actuation sy stems for the acrospace and
defense indusirics.

USG. Doble deyelops. manufactures and delivers diagnostic testing solutions that enable electric power grid operators
10 asscss the integrity of high-voltage power delivers equipment. NRG designg and manutactures decision support
ool tor the renewable energy industry . primarily wind and solar.

Test. 1:TS-Lindgren is an industry leader in providing its customers with the ability to identify. measure and contain
magnetic. electromagnetic and acoustic energy.

We continue to operate with meaningful growth prospecis in our primary served markets and with considerable
financial flexibility. We continue to [ocus on new produets that incorporate proprictary design and process
technologies. Qur Management is commitied to delivering shareholder value through organic growth. ongoing
performance improvement initiatives. and acquisitions.

In December 2019, we sold the husinesses comprising our former Technical Packaging segment. We received net
proceeds from the sale of approximately $184 million and recorded $76.5 million of afier-1ax net carnings on the sale
in 2020. The I'cchnical Packaging segment is reflected as discontinued operations in the Consolidated Financial
Stalements and related notes for all periods presented. in accordance with aceounting principles generally accepted in
the United States of America (GAAP). Sec Note 3 1o the Consolidated IMinancial Statements tor further discussion.

COVID-19 Trends and Uncertainties

The COVID-19 global pandemic has continued to create significant and unprecedented challenges. and during these
highlx uncertain times. out top priority remains the health and salety of our emplovees. customers and suppliers.
thereby securing the financial well-being of the Company and supperting business continuity. Given our diserse
ponfolio ol strong. durable businesses serving non-discretionary end-markets. the strength and resilience of our
business model positions us to continue o support our long-term outlook.

A portian af our workforce has worked from home at times due o COVID-19. houever we have not had to redesign
or design new internal controls over financial reporting at this time. Depending on the duration ol COVID-19. it ma)
become neecssary for us 10 redesign or design new internal controls over financial reporting in a future period. We do
not believe such an event will haye a material impact on our business.

The economic uncertainty . changes in the propensity for the general public to travel by air. and reductions in demand
for commercial airerafl as a result of the COVID-19 pandemic have adversely impacted net sales and operating results
in certain of our A&D reporting units. We continue to monitor the impacts of COVID-19 for ¢events or changes in
circymstances that indicate the carrving amount of our assets may be impaired.

Throughout 2021, our Navy. defense acrospace. space and [ est scgment end-markets have remained solid and now we
are beginning to sec recorery in our gore markets most affected by the pundemic, We are encouraged by the growing
strength of our entered orders across the commercial acrospace. clectric utility and renewable energy end-markets.
While there is still uncertainty as to the liming and pace of recovery in the commercial acrospace and electric utility
markets, we believe we now have a clearer picture of the near term. Increased 1.8, domestic passenger boardings and
recent orders for new plancs by major airlines are encouraging signs for 2022,
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The effects of the COVID-19 pandemic has ¢ adsversely impacted our net sales and operating results in certain ol our
A&D reporting units that hay e a higher concentration of business sery ing the commercial acrospace industry. For the
year ended September 30, 20210 we revicwed our indefinite Iived intangible assets. long-lived assets and goodwill for
impairment and determined that there was no impairment. The valuation methodology we use involyes estimates of
discounted cash tlows. which are subject to change. and if they change nepatively it could result in the need 1o write
down those asscts to fair value, We will continue to moniler the impacts of COVID-19 on the fair value of assets. The
defense portion of A&D. hoth military acrospace and navy products. is expected 10 remain at approximately historical
business levels given its backlog coupled with the timing of expected plattorm deliveries.

See also Trem TA. “Risk Factors™ in Part T above, and ~Outlook™ below for additional information,

Highlights of 2021

Diluted EPS — GAAP for 2021 was $2.42. compared t Diluted EPS — GAAP for 2020 0'$3.81. which
consisted 0f $0.88 per share [rom continuing operations and $2.93 [rom discontinued operations.

Sales. net carnings and diluted earnings per share from continuing operations in 2021 were $713.4 million.
$63.5 million and $2.42 per share. respectively. compared 10 sales. net carnings and diluted carnings per share
from continuing operations in 2020 ol $730.5 million. $22.9 million and SO.88 per share. respeciivels.

Diluted EPS - Continufng Operations As Adjusted for 2021 was 8§2.39 and excludes $6.0 million of pretax
charges (or $0.17 per share afier tax) consisting of one-time compensation and acquisition related costs at
Corporate ($0.12 per share): restructuring costs within the USG segment. primarily facility consclidation
charges ($0.08 per share): purchase accounting adjustments reluted to the Phenix and Altanova acquisitions.
primarily inventory siep-up charges ($0.03 per share): partially otfset by the final settlement from the sale of
the Doble Watertown facilits ($0.06 per share). Diluted EPS — Continuing Operations As Adjusted tor 2020
was $2.67 und excludes the pension plan termination charge of $30.6 million (or $1.55 per share after tax)
and $8.3 million of pretax charges (or $0.24 per share afier tax) consisting primarily of facility consolidation
charges for the Doble Manta facilits (including employec severance and compensation benefits). asset
impairment charges and the incremental costs associated with the COVID-19 pandemic. See " Non-GA 1P
Financial Mceasures™ below.

Fiscal year ended

{Dollars in millions) 201 2020
Diluted EPS - Continuing Operations GAAP $ 242 0.88
One time compensation & acquisition related costs 0.12 -
Restructuring adjustments 0.08 0.24
Purchase accounting adjustments 0.03 -
Gain on building sale (0.08) -
Pension termination adjustment - 1.55
Diluted £PS — Continuing Operations As Adjusted $ 2.59 267

Net cash provided by operating activities [rom continuing operations was $123.1 million in 2021 compared
10 $108.5 million in 2020.

At September 30, 2021, cash on hand was $56.2 million and outstanding depn was $154.0 million. for a net
debt position (total debt less cash on hand) of approximately $97.8 million.

lintered orders for 2021 were $796.3 million (including $29 millien of acquired backlog) resulting in a book-
to-hill ratio of 1.11x. Backlog at September 30, 2021 was $592.0 million compared to $511.2 million at
September 30. 2020.

The Company declared dividends of $0.32 per share during 2021, totaling $8.3 million in dividend payments,
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Results of Continuing Operations

Net Sales
Change
Fiscal year ended 2021

{Dallars in millions) 2021 2020 vs. 2020
A&D $ 4.8 3518 {10.5}%
UsG 2029 191.7 5.8 %
Test 197.7 186.9 58 %
Total $ 715.4 7308 (2.1)%

Net sales devreased $13.1 million. or 2.1%. 10 $715.4 million in 2021 from $730.5 million in 2020. The decrease In net
sales in 2021 as compared to 2020 was mainly due to a $37.1 million decrease in the A& segment. partiatly offsct by
an $11.2 million increase in the USG segment. including $4.4 mitlion of sales from the acquisitions of Ahanoyva and
the assets of Phenix. and a $10.8 million increase in the Test segment.

A&D.

The §37.1 million. or 10.5%. decrease in net sales in 2021 as compared to 2020 was mainly duc to a $16.7 million
decrease in net sales at May dax. an $11.0 million decrease in net sales at Crissair. a $9.8 million decrcasc in net sales
at PFT all primarily driven by the impact of the COVID-19 pandemic. and a $3.7 million decrease in net sales at
Westland driven by new product development challenges. partially offset by a $3.7 million increase in net sales at
Globe and a $0.4 million increase in net sales at VACCO driven by an increase in navy defense shipments.

USG.

The $11.2 million. or 5.8%. increase in net sales in 2021 as compared to 2020 was mainly due to a $7.7 million
increase in net sales at NRG driven by renewable energy products and $4.4 million of sales from the acquisitions of
Altanova and the assets of Phenin that closed during the fourth quarter of 2021,

Test.

['he $10.8 million. or 5.8%. increasce in net sales in 2021 as compared to 2020 was mainly due to a $4.1 million
increase in net sales from the Company s Asian operations. 53.7 million inerease in net sales from the Company’s U5,
operations and a $3.0 million increase in net sales trom the Company 's European operations. primarily driven by the
timing of test and measurement chamber projects.

Orders and Backlog

New orders received were $796.3 million in both 2021 and 2020. Order backlog was $592.0 million at September 30,
2021, compared to order backlog of $511.2 million at September 30. 2020, Orders are entered into backlog as firm
purchase arder commitments arce received.

By operating segment. 2021 orders were $337.4 million refated 1o A&D products. $243.9 million related to LiSG
products (including $29 million of acquired backlog). and $215.0 million related to Uest products: and 2020 orders
were $420.4 million related 10 A&D products. $200.7 million related 1o USG products. and $175.3 million related 10
Test products.

Selling, General and Administrative Expenses

Selling. general and administrative (SG& A) expenses were $167.5 million. or 23.4% of net sales. in 2021, and $159.5
million. or 21.8% of net sales. in 2020,

The increasc in SG&A expenses in 2021 as compared to 2020 was mainly due to an increase at Doble dug to the return
of diseretionary spending 1o more normal levels. the inclusion of SG&A from the Phenix and Altanova acquisitions.
compensation expenses due to the transition of key executives. and an increase in acquisition related costs at
Corporatc.

Amortization of Intangible Assets

Amottization of intangible asscts was $20.8 mitlion in 2021 and $21.8 million in 2020. including $14.3 miliion and
S13.0 million of amortization ot acquired intangible assets in 2021 and 2020. respectively. related to our acquisitions.
The amortization of acquired intangible assets related w acquisitions is included in the Corporate segment’s results.
The remaining amortization expenses relate 1o other identifiable intangible assets (primarily sofiware. patents and
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feenses). which are included in the respective segment’s eperating results. The decrease in amortization espense in
2021 as compared to 2020 was mainly duc 10 a deerease in amortization of capitalized soliware.

Other Expenses or Income, Net

Other income. net. was $0.9 million in 2021. compared to other expenses. nel. of $7.1 million in 2020, The principal
components ol other, net. in 2021 included a gain ol approximately $2 million for the final scttlement on the sale of
the Doble Watertown. MA property. partially ofiset by facilitn consolidation charges within the USG segment (Doble
Manta. Morgan Schatfer and Altanova lacilities). The principa) components of other expenses. net. in 2020 included
approximately $8 million of pretax charges consisting primarily of facility consolidation charges tor the Doble Manta
facility, including employee severance and compensation benefits. and asset impairment charges. There were no other
individually significant items included in other expenses net. in 2021 or 2020,

Non-GAAP Financial Measures

The information reported herein includes the financial measures Diluted EPS - Continuing Operations As Adjusted.
which we define as Diluted 1.PS — Continuing Operations excluding the per-share net impact of one-time
compensation and acquisition related costs. facility consolidation charges within the USG segment. and purchase
accounting charges related 1o the Company s recent acquisitions in 2021, partially offset by a gain on the [inal
installment ol the Doble Warertown. MA property sale: and pension plan termination charge and restructuring charges
related 1 our facility consolidation restructuring plans in 2020: EBIT. which we define as earnings before interest and
taxes: and BB L margin, which we define as EBI expressed as a percentage of net sales. Diluted EPS — Continuing
Operations As Adjusted. LBIT on a consolidated basis. and EBIT margin on a consolidated basis are not recognized in
accordance with U.S. generally accepted accounting principles {GAAPY. However. we believe that EBIT and EBILI
margin provide imvestors and Management with valuable information for assessing our operating results. Management
evaluates the performance of our operating segments based on EB3IE and believes that EBIT is useful w investors o
demonstrate the operational profitability of our business segments by excluding interest and tases. which are generaliy
accounted for across the entire company on @ consolidated basis. EBIT is also enc of the measures Management uses
ta determine resource allocations and incentive compensation. We believe that the presentation of EBIT. EBIT margin
and Diluted 2PS - Continuing Operations As Adjusied provides imporiant supplemental information 1o investors by
facilitating comparisons with other companies. many of which use simitar non-GAAP financial measures 1
supplement their GAAP results. The use o non-GAAP financial measures is not intended to replace any measures of
performance determined in accordance with GAAPR.

EBIT

The reconciliation of EBIT o a GAAP linancial measure is as (ollows:

(Dollars in millions) 2021 2020
Net earnings from continuing operations $ 63.5 229
Plus: Interest expense 2.2 6.7
Plus: Income tax expense 17.2 135
EBIT $ 829 431
EBIT by business segment 15 as follows:
Change
Fiscal year ended 2021
(Dallars in miflions) 2021 2020 vs. 2020
A&D S 56.5 69.9 118.2) %
% of net sales 17.9% 19.9%
UsG 40.9 244 67.6 %
% of net sales 20.2% 12.7%
Test 278 272 15 %
% of net sales 14.0% 146%
Corporate {42.1) (78.4} 46.3 %
Total $ 829 431 923 %
% of net sales 1.6% 5.9%
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A&D

Mhe $13.4 million deereasc in 1B in 2021 as compared to 2020 was primarily due to charges at Westland driven by
new product development challenges. increased production costs. and product quality issues: lower sales volumes at
Mayday. Crissair and PTI: partially offset by an increase in EBIT at VACCO and Globe due to the higher sales
volumes mentioned above. tn addition. EBIT in 2023 was negatively impacted by a $0.3 million inventory step-up
charge related 10 the acquisition of ATM.

UsG

The $16.3 million increase in EBIT in 2021 as compared 10 2020 was mainly due 1o higher sales volumes witha
lavorable product miv, approximatels $2 million [inal settfement received on the sale of the Doble Watertown
properts. partially ofTset by $2.4 million of facitin consohdation charges at its Doeble Manta. Morgan Schaffer and
Allanova facilities. and purchase accounting charges of approximately $1.0 million related to the Phenix and Altanoyva
acquisitions mainly consisting of inventory step-up charges. In addition. NRG s LBIT increased $3.1 million in 2021
due 1o higher sales volumes as compared 10 1he prior s car.

Test

I he 0.4 million increasc in 1BI 1 in 2021 as compared to 2020 was primarily due to product min and increase in sales
volumes as mentioned above partizlly offset by higher material prices.

Corporate

Corporate operating charges included in 2021 consolidated FBIT decreased 1o $42.1 million as compared 10 $78.4
million in 2020 mainly duc to a $40.6 million pension plan termination charge in 2020 as a result of the decision o
terminate and annuitize the Company s defined benelit pension plan. Corporate’s operating churges were negatively
impacted in 2021 due 10 higher compensation expenses due 1o the transition of key executives and an increase in
acquisition related costs.

The “Reconctliation to Conselidated Totals (Corporate)” in Note 12 1o the Consolidated Financial Statements
represents Corporate office operating charges.

Interest Expense, Net

Interest expense. net was 32,2 million and $6.7 million in 2021 and 2020. respectively. The deercase in interest
expense in 2021 was mainly due 1o lower average outstanding borrowings and lower average interest rates. As erage
outstanding borrowings were $71 million in 2021 compared to $176 million in 2020. T'he weighted average interest
rates were 1.20% in 2021 compared to 3.20% in 2020.

income Tax Expense

30

The cffective tax rates from continuing operations for 2021, 2020 und 2019 were 21.3%. 37.1% and 20.8%.
respectively. The 2020 effectiv ¢ 1ax rate was unfa orably impacted by a pension plan termination charge of $40.6
million which is not deductible for tax purposes. increasing the eflective tax rate by 23.4%, The 2020 effective tax rate
was [avorably impacted by the tollowing: (1) an increase in the availahle 2019 toreign tax credit which was
attributable to new information and tax planning strategies reducing the 2020 effective tax rate by 1.9%: {2} the release
of a valuation allowance of $2.8 million for foreign net operating Josses decreasing the cffective tax rate by 7.8%: and
(3) favorable 2019 stale tax return 10 pros ision true-ups decreasing the effective tax rate by 1.7%.

The 2017 Tax Cut and Jobs Act (TCJIA)Y made comprehensive changes (o U.S, federal income 1ax Jaws by moving
from a global to a modified territorial tax regime. As a result. cash repatriated o the U.S. is generally no longer subject
10 LIS, federai income tax. No provision is made for foreign withholding any applicable U.S. income taxes an the
undistributed earnings of non-1..%. subsidiarics where these earnings are considered indefinitely invested or otherwise
retained for continuing inernational operations, Determination of the amount of taxes that might be paid on these
undistributed earnings if eventually remitted is not practicable.

Acquisitions and Divestiture

Information regarding our acquisitions and divestiture during 2021, 2020 and 2019 is set forth in Notes 2 and 3 10 the
Consolidated Financial Statements. which Notes are incorporated by reference herein.

All of our acquisitions have been accounted for using the purchase method of accounting. and accordingly. the
respective purchase prices were allocated to the assets (including intangible asscts) acquired and liabilitics assumed
based on estimated fair values at the date of acquisition. The financial results from these acquisitions have been
included in our financial statements {rom the date of acquisition.
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Capital Resources and Liquidity

Our overall financial position and liguidity are strong. Working capital from continuing operations {current assets
less current liabilities) inereased 1o $188.4 million at September 30, 2021 [rom S187.8 million al September 30.
2020. Inventories inereased by $11.9 million during 2021 mainly due to a $14.7 million increase within the 1SG
scgment driven by the acquisitions of Altanova and the assets of Phenix. Accounts pavable increased by $6.1 million
during 2021 mainly due 10 the USG scgment driven by the Altanova and Phenix acquisitions.

Net cash provided M operating activities from continuing operations was $123.1 million in 2021 and $108.5 million
in 2020.

Net cash used in investing activitics from continuing operations was $202.4 million in 2021 and $41.1 niillion in
2020. The inereasc i nel cagh used mamvesting activities in 2021 as compared 1o 2020 was mainly due to the
Alanoy a and Phenix aequisitions totaling approximately $162 million. Capital expenditures Irom continuing
operations were $26.7 million in 2021 and $32.1 million in 2020. I'he decrease in 2021as compared 1o 2020 was
mainly due 1o the building improy ement additions in 2020 at the new Doble headquarters facility . In addition. the
Company incurred expenditures for capitalized software of $8.8 million in 2021 and $9.0 million in 2020,

There were no commitments outstanding that were considered material lor capital expenditures at September 30.
2021. except for a commitment to purchase the NRG building for approximately $10 million which closed in the first
quarter of fiscal 2022,

Nel cash provided by [inancing activitics from continuing operations was $81.5 million in 2021 compared t net cash
used by linancing activities from continuing operations of §{234. 11 million in 2020. primarily due to the increase in
borrowings in 2021 as a result of the Company’s recent acquisitions.

Bank Credit Facility
A deseription of our eredit facility (the “Credit Facility ™) is set torth in Note 8 1o the Consolidated Financial
Statements. which Note is incorporated by reference herein.

Cash flow trom operations and borrowings under the Credit Facility is expected to provide adequate resources o meet
our capital requirements and operational needs both for the nest 12 months and for the foreseeable future,

Dividends

Since 2010. we have paid a regular quarterly cash dividend at an annual rate of $0.32 per share, We paid dividends
totaling $8.3 million in both 2021 and 2020,

Off-Balance-Sheet Arrangements

We had no off-balance-sheet arrangements outstanding at September 30. 2021,

Share Repurchases

Information about our commen stock repurchascs is provided in Note 9 to the Consolidated Iinancial Statements.
Subsequent Event

On November 4. 2021, the Company acquired Networks Flectronic Company. LLC {NEco) which provides miniature
electro-caplosive devices utilized in mission-critical defense and aerospace applications. NEco is based in Chatsworth,
CA and will become part of the A&D segment, Their annual sales are expected o be approximately $7 millien in
2022.

Critical Accounting Policies

The preparation of financial statements in conformity with U8, generally accepted accounting principles (GAAP)
requires Management 10 make estimates and assumptions in certain circumstances that alfect amounts reported in the
Consolidated Financial Statements. In preparing these lnancial statements. Management has made its best estimates
and judgments of certain amounts included in the Consolidated Financial Stawements. giving duce consideration 1o
materiality. We do not believe there is a great likelihood that materially different amounts would be reported under
ditferent conditions or using different assumptions related to the accounting policics described below, Howeser.
application of these accounting policics involves the exercise of judgment and use of assumptions as to future
uncertainties and. s a result, actual results could differ from these estimates. Our senior Management discusses the
¢ritical accounting policies described below with the Audit and Finance Committee of our Board of Directors on &
periodic basis,
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The following discussion ot critical accounting policies is intended 10 bring to the attention of readers those accounting
policics which Management belicves are eritical 1o the Conselidated inancial Statements and other hinancial
disclosure. It is not imended to be a comprehensive list ot all significant accounting policies that are more tully
described in Note 1 1o the Consolidated Financial Statements.

Revenue Recognition

We account for revenue in accordance with ASC Topic 606, Revenue from Contracts with Customers. The unit of
account in ASC Topic 606 1s a performance obligation. The transaction price for our contracts represents our best
estimate of the consideration we will reecive and includes assumptions regarding variable consideration. as applicable.
which are based on historical. current and forecasted information. The transaction price Is allocated to cach distinet
pertormance obligation within the comract and recognized as revenue when. or as. the performance obligation is
satistied. Certain of our long-term contracts contain incentive fees that can inerease the transaction price. These
variable amounts generally are avwarded upon achieyement of cerain performance metrics. program milestones or cost
targets and can be based upon customer diserction. We include estimated amounts in the transaction price to the extent
it is probable that a significant reversal of cumulative revenue recognized will not oceur. The estimated amounts are
based on an assessment ol our anticipated performance and all other information that is reasonably available 1o us.

Approximately 57% of the A&D segment’s revenue (23% of consolidated revenue) is recognized over time as the
products do not have an alternatise use and cither we have an enforceahie right 1o payment for costs incurred plus a
reasonable margin or the imventors Is owned by the customer. Selecting the method 10 measurce progress lowards
completion for our contracts requires judpment and Is based on the nature of the products ot services to ke provided.

The A&D segment generally uses the cost-o-cost method to measure progress on our contracts. as the rate at which
costs arce incurred 1o {ulfill a contract best depicts the transfer of control to the customer, Under this method. we
measure the extent of progress towards completion based on the ratio of costs incurred 1o date 1o the estimated costs at
completion of the pertormance obligation. and we record revenue proportionally as costs are incurred based on an
estimated profit margin.

The Test segment generally uses the milestone output method to measure progress on our contracts because it best
depicts the transfer of control to the customer that occurs as we incur costs on our contracts. Under this method. we
cstimate profit as the differcnce between total revenue and total estimated costs at completion of a contract and
recognize these revenues and costs based on milestones achieved.

Total contract cost estimates are based on current contract specitications and expected engineering requirements and
require us 10 make estimates on expected profit. The estimates on profit are based on judgments we make to project the
outcome of future events. and can often span more than one year and include labor productivity and availability. the
complexity of the work 10 be performed. change orders issued by our customers. and other specialized engineering and
production related activities. Our cost cstimation process is based on historical results of contracts and historical
actuals 16 original estimates. and the application of professional knowledge and experience of engineers and program
managers along with finance professionals 1o these historical results. We review and update our estimates ol costs
quarterly or more frequently when circumstances significantly change. which can affect the profitabifity of our
contracts,

For contracts where revenue is recognized over time. we recognize changes in estimated contract revenues. costs and
profits using the cumulatic catch-up method of accounting. This method recognizes the cumulative effect of changes
on current and prior periods with the impact of the change from inception-to-date recorded in the current period. We
hay e net rey enue recognized in the current vear from performance obligations satistied in the prior year due 1o changes
in our estimated costs 1o complete the related performance obligations. We recognize anticipated losses on contracts in
full in the period in which the losses become known.

The impact of adjustments in contract estimates on our operating carnings can be reflected in either revenue or
operating costs and expenses. The aggregate impact of adjustments in contract estimates increased our carnings before
income tax and diluted carnings per share sy $1.7 million and $0.05 per share. respectively. in 2021,

income Taxes

We operate in numerous taxing jurisdictions and are subject to examination by various LS, Federal. state and foreign
Jurisdictions for various tax perieds. Our income tax positions are bascd on research and interpretations of the income
tax laws and rulings in each of the jurisdictions in which we do business. Due to the subjectivity of interpretations of
laws and rulings in each jurisdiction. the differences and interplay in tax laws between thosc jurisdictions. as well as
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the inherent uncertainty in estimating the final resolution of complex tax audit matters. Management's estimates ot
income tax liabilitics may differ from actual pay ments or assessments.

W account for income faxes under the asset and Lability method. We recognize deferred tax assets and [iabilities for
the future tax conseguences attributable 1o differences between the financial siatement carrs ing amounts of existing
assets and Habhilities and their respective 1ax bases. We measure defereed tas assets and Habilities using enaeted tan
rates expecled o apphy to taxable income in the rears in which those temporars ditferences are expected to be
recovered or settled. We may reduce deferred tas assets by a valuation allowance i1t is more likely than not that some
portion ol the delerred tax assets will not be realized. We recognize the effect on deferred tax ussets and liabilities of a
change intax rates in income in the period that includes the enactment date. We regularly review our delerred s
assets {07 recov erability and establish a valuation allowance when Managemen helieves itis more likely than not such
assels will noy be reconvered. taking into consideration historical operating results. espectations ot future earnings. tax
pranning strategics. and the expected timing of the reversals of existing temporary diflerences,

Goodwill and Other Long-Lived Assets

Our Management annually reviews goodwill and other long-lived assets for impairment or wheneyver events or changes
in circumstances indicate the carrving amount may not be recor erable. I we determine that the carrying value of the
goodwill and other long-lived assets may not be recoverable. we record a permanent impairment charge tor the amount
by which the carrying valuc of the goodwill and other long-lived assets exceeds its fair value. We measure fair value
based on a discounted cash [low method using a discount rate determined by Management to be commensurate with
the risk inherent in cach of our reporting units™ or asset groups” current business models. Our estimates of cash [lons
and discount rate are subjcet to change due to the economic enyironment. including such factors as interest rates.
expected market returns and solatility of markets seryed. We believe that Manugement's estimates of luture cash flows
and fair value are reasonable; howaever. changes in estimates could result in impairment charges. At September 30,
2021 we have determined that no goodwill or other long-lived assets were impaired.

We amortize intangible assets with estimable uselul lives over their respective estimated usctul lives to their estimated
residual values. and review them for impairment whenever events or changes in business circumstances indicate the
carrying value of the assets may not be recoverable.

Other Matters

Quantitative and Qualitative Disclosures about Market Risk

Market risks relating to our operations result primarily [rom changes in interest rates and changes in forcign currency
exchange rales, We are exposed to market risk related to changes in interest rates. and we selectively use derivative
financial instruments. including lorward contracts and swaps. to manage these risks. Our Canadian subsidiary Morgan
SchatTer has entered into foreign exchange contracts 1o manage foreign curreney risk. because a portion of their
revenue is denominated in 1S, dollars. We report all derivative instruments on our balance sheet at fair value. For
derivative instruments designated as cash flow hedges. we defer the gain or loss on the derivative in accumulated
other comprehensive income until recognized in carnings with the underlsing hedged item. See further discussion
regarding our market risks in “Market Rish Analy sis.™ above.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Not Applicable.

item 8. Financial Statements and Supplementary Data

The information required by 1his Item is incorporated by reference to the Consolidated Financial Statements of the
Company. the Notes thereto. and the related “Report of Independent Registered Public Accounting Firm™ of KPMG
LLP. as sct forth in the Financial Information section of this Annual Report, an Index to which is provided on

page F-1.

Iltem 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

Not Applicable.
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Item 8A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our Chict Execcutive Officer and Chicef Financial Officer (~Certifying Otticers™) carried out an evaluation of the
cftectiveness ol the design and operation of the Company s disclosure controls and procedures. as deflined in Rules
13a-15(¢) and 15d-13(¢) under the Seeurities Exchange Act of 1934 as amended (the Exchange Act) as of September
30.2021. Our Centify ing Officers concluded that. as a result of the material weaknesses in internal control oser
financial reporting as described below. our disclosure controls and procedures were not effective as of September 30,
2021, Disclosure controls and procedures are designed to ensure that information required 10 be disclosed by the
Company in reports filed or submitted under the Exchange Actis recorded. processed. summarized and reported
within the time periods specified in the Sceeuritics and bachange Commussion’s rules and forms.

In light of the material weaknesses at a reporting unit within the Company’s Acrospace & Detense (A& D) scgment.
described below. management perivrmed additional analyvses and other procedures to ensure that our Consolidated
Financial Statements were prepared in accordance with U8, generally accepted accounting principles (GAAP).
Accordingly . management believes that the Consolidated Financial Statements included in this Annual Report on
Form 10-K thirly present. in all material respects. our financial position. results of operations. and cash flows as ol and
tor the periods presented in accordance with GAAP.

Management’s Report on Internal Contrel Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal centrol over financial reporting. as
detined in Rules 13a-15(6) and 13d-15¢D) of the Lachange Act. The Company s management. with participation of the
Certifving Otficers. under the oversight of our Board of Threctors. evaluated the eftectiveness of the Company’s
internal control over linancial reporting as of September 30. 2021 using the framework in lnternal Control —
Itegrated Framework (20137 issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO). Based upon drat evaluation. management concluded that the Company s internal control over financial
reporting was not effective as of September 30, 2021, due 1o the material weaknesses in internal control over financial
reporting. deseribed below.

Based on this assessment. the Company’s management concluded that an effective risk assessment process responsive
0 changes in the operating environment and business at a reporting unit in the Company *s Acrospace & Defense
(A& segment did not occur. resulting in the ineffective design and implementation of certain controls 1o reduce the
risks of material misstatements at that reporting unit. Specificalls. the design of certain controls over revenue
recognition. and the accumulation of imventory costs and the determination of imventory carrying values were
ineffective. The comrol deficiencies resulted in immaterial misstatements of net sales and cost of sales. The control
deficiencies described aboyve created a reasonable possibility that a material misstatement to the consolidaied financial
statements would not be prevented or detected on a timely basis. Therefore. we concluded that the deficiencies
represent material weaknesses in the Company s internal control over financial reporting and that our internal control
over financial reporting was not effective as of September 30, 2021,

The Compans acquired Altanova and the asscts ot Phenix (together. the "Acquired Businesses™) during the ycar ended
September 30. 2021, and management excluded from its assessment of the effectiveness of the Company s internal
control over financial reporting as of Scptember 30. 2021. the Acquired Businesses’ internal contrel ovcr financial
reporting associated with 1otal assets representing 12.2 percent of consolidated assets. and total sales representing 0.6
percent of consolidated net sales. included in the consolidated financial statements of the Compam as of and tor the
year ended September 30, 2021,

The Company s independent registered public accounting firm. KPMG LLP. whe audited the consolidated financial
statements included in this Annual Report on Form 10-K issued an adverse opinion on the effectiveness of the
Company’s internal control over financial reporting. KPMG L1LIP's report appears on pape I'-33 of this Annual Report
on Form 10-k,

Remediation
The Company is in the process of remediating the material weaknesses and is taking the following actions;

ay Dedicating additional resources 1o improve the Company’s risk assessment process 1o cnsure that it is
comprehensive. continuous. and designed to identify and assess changes that could significantly impact
internal control over financial reporting.
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by lmproving Company policies. procedures and sy stem and process controls related to imentory costing and
revenue recognition.

¢} Providing additional risk assessment training w the A& segment finance department on the applicahle
financial reporting reguirements and related accounting policics.

We believe these measures will remediate the control deficiencies and strengthen internal control over financial
reporting. The operating effectiveness of the revised and new controls are currently being assessed and the material
weaknesses will be considered remediated only after the applicable controls have operated effectively for a sullicient
period ol time.

Changes in Internal Control Over Financial Reporting

No changes in the Company 's internal control over linancial reporting (as defined in Rule P3a-15(0) under the
Exchange Act) oceurred during the fiscal quarter ended September 301 2021, that have materially aftected. or are
reasonably Iikels to materially atfect. the Company s internal control over financial reporting.

Item 9B. Other Information

None.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspection

Not applicable.
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PART 111

Item 10. Directors, Executive Officers and Corporate Governance

Information regarding our directors. nominees and nominating procedures. Code ol Ethics. Audit and Vinance
Commitiee. and non-compliance (if any ) with Section 16¢a) of the Securitics Exchange Act o 1934 is hereby
incorporated by reference o the sections captioned “Proposal 1: Election of Directors.” “Board of Directors —
Governance Palicies and Management Oversight.” “Committees”™ and “Securities Ownership™ in the 2021 Prowy
Statemcent.

Intormation regarding our exceutive officers Is set torth in [tem 1. *Business — Information about our xecutive
Officers.” above.

item 11. Executive Compensation

Information regarding our compensation committee and director and exceutiv ¢ officer compensation is hereby
incorporated by reference 1o the sections captioned "Committees — Compensation Commitiee Interlocks and Insider
Participation.” “Dircctor Compensation™ and “Executive Compensation Information™ in the 2021 Proay Statement.

item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters

Information regarding the beneficial ownership of our common stock by our dircctors. director nominees and
exceutive ofticers individually and as a group. and by any known holder of 1ive percent or more of the common stoek.,
is hereby incorporated by relerence o the section captioned “Securitics Ownership™ in the 2021 Proay Statement.

[he following table summarizcs certain information regarding shares of our common stock that may be issued
pursuant to our cquity compensation plans existing as ol September 30, 2021:

Number of securities to be Weighted-average Number of securities remaining available
issued upon exercise of exercise price of for future issuance under equity
cutstanding opticns, outstanding options, ~ compensation plans {excluding securities
Plan Category warrants and rights () warrants and rights reflected in the first column} i1
Equity compensation
plans approved by
security holders (2 296705 % N/A (4 690,391 &
Equity compensation
plans not approved by
security holders () 92778 16 NIA _21.701 @
Total 319483 N/A @ 712,092

M} The number of shares is subject to adjustment for future changes in capitalization by stock splits. stock dividends and
similar events. Does not include shares that may be purchased on the open market pursuant to the Company's Employee
Stock Purchase Plan {the "ESPF"). Under the ESPP, participants may elect to have up to 10% of their current salary or
wages withheld and contributed to one or more independent trustees for the purchase of shares. At the discretion of an
officer of the Company, the Company or a domestic subsidiary or division may contribute cash in an amount not to
exceed 20% of the amounts contributed by participants; however, the total number of shares purchased with the
Company's matching contributions after October 15, 2003 may not exceed 275,000. As of September 30, 2621, 629.911
shares had been purchased with the Company’s matching funds of which 217,889 were purchased after October 15,
2003.

@ Consists of the Company's 2018 Omnibus Incentive Plan (the “Omnibus Plan”).

1 Represents shares issuable pursuant to unvested performance-accelerated restricted share (PARS) awards and
unvested shares of time-vested restricted stock. all under the Omnibus Plan.

W The securities outstanding at September 30, 2021 have no exercise price.
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¥ Represents shares currently available for awards under the Omnibus Plan.

®  Consists of the Company’s Compensation Plan for Non-Employee Dirgctors (the “Directors Compensatien Plan”), under
which the Company's directors were compensated prior to the 2021 Annual Meeting: at that time the Company’s
shareholders approved granting future director compensation awards under the Omnibus Pian rather than the Directors
Compensation Plan. As of September 30, 2021. of the 400,000 shares authorized for issuance under the Directors
Compensation Plan a total of 285.521 shares had been issued and approximately 92,778 shares had been elected by
varicus directors to be issued on a deferred basts: the remaining 21,701 shares wil! be used, if at all, onty to satisfy
dividend accrual rights attached to deferred shares previously awarded under the Directors Compensation Ptan. Details
of the directers’ compensation, ingluding elective deferrals and dividend accrual rights, are hereby incorporated by
reference 1o the section captioned “Directors Cempensation” in the 2021 Proxy Statement.

Item 13. Certain Relationships and Related Transactions and Director Independence

Information regarding transactions with related partics and the independence of our directors. nominees for directors
and members of the commitiees of our hoard of directors is hereby incorporated by reference 1o the sections captioned
“RBoard of THrectors™ and “Commitices™ in the 2021 Proxy Statement.

Item 14. Principal Accountant Fees and Services

Information regarding our independent registered public accounting firm. its fees and services. and our Audit and
Finance Commitiee’s pre-approyal policies and procedures regarding such tees and services. Is hereby incorporated by
reference 10 the section captioned ~Audit-Relaied Matters™ inthe 2021 Proxy Statement.
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PART IV

Item 15. Exhibits, Financial Statement Schedules

tay  The following documems are filed as a part ol this Report:

{1y Financial Statements. |'he Consolidated Financial Statements of the Company . and the Repont of
Independent Registered Public Accounting Firm thereon of KPMG LLP. arc included in this Report
beginning on page F-1: an Index thereto is set forth on page I-1.

{2) Financial Statement Schedules. Iinancial Statement Schedules are omitted because either they are not
applicable or the required information is included in the Consolidated Financial Staiements or the Notes
thereto.

(3)  Exhibits. The following exhibits are filed with this Report or incorporated herein by reference 1o the
document location indicated:

Exhibit No.

Description

31(a)

3.1(b)

3.1(c)

3.1(d)

3.2

4.1(a)

4.1(b)

42

10.4

10.2

10.3

Restated Articles of Incorporation

Amended Certificate of Designation. Preferences and
Rights of Series A Participating Cumulative Preferred
Stock

Articles of Merger, effective July 10. 2000

Amendment to Articles of Incorporation, effective
February 5. 2018

Bylaws
Description of Common Stock
Specimen revised Common Stock Certificate

Credit Agreement dated September 27, 2019.
incorporatec by reference to Exhibit 10.1 herete

Credit Agreement dated as of September 27, 2019
among ESCO Technoiogies Inc., the Foreign
Subsidiary Borrowers party thereto, the Lenders party
thereto. JPMorgan Chase Bank, N.A. as Administrative
Agent. BMC Harris Bank N.A. as Syndication Agent,
and Bank of America, N.A., SunTrust Bank, U.S. Bank
National Association and Wells Fargo Bank, Natienal
Association as Co-Documentation Agents

Equity Purchase Agreement dated November 15, 2019
by and among Sonoce Plastics, Inc., Sonoco Holdings,
Inc., ESCC Technologies Holding LLC, ESCO UK
Holding Company i LTD., Thermoferm Engineered
Quality LLC, and Plastique Holdings Ltd.

Farm of Ihdemnification Agreement with each of
ESCO's non-employee directors
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Document Location

Exhibit 3{a) to the Company's Form 10-K for the
fiscal year ended September 30, 1999

Exhibit 4{e) to the Company's Form 10-Q for the
fiscal quarter ended March 31, 2000

Exhibit 3(¢) to the Company's Form 10-Q for the
fiscal quarter ended June 30. 2000

Exhibit 3.1 to the Company’s Form 8-K filed
February 7, 2018

Exhibit 3.1 to the Cempany's Form 8-K filed
November 18, 2019

Exhibit 4.1{a} to the Company's Form 10-K for the
fiscal year ended September 30. 2018

Exhibit 4.1 to the Company's Form 10-Q for the
fiscal quarter ended March 31, 2010

Exhipit 10.1 to the Company's Form 8-K filed
September 30. 2019

Exhibit 10.1 to the Company's Form 8-K filed
September 30, 2019

Exhibit 10.1 to the Company's Form 8-K filed
January 7, 2020

Exhibit 10.1 to the Company's Form 10-K for the
fiscal year ended September 30, 2012



Exhibit No.

Description

10.4{a)

10.4(b)

10.4(c)

105

10 6{a)

10 6(b}

10.7(a)

10.7(b}

10.8(a)

10.8(b}

10.8(¢)

10 8(d)

10 8{e)

10.10(a)

10.10(b)

10.11

1012

1043

*

*

*®

First Amendment to the ESCO Electronics Corporation
Supplemental Executive Retirement Plan, effective
August 2, 1883 (comprising restatement of entire Plan)

Second Amendment to Supplemental Executive
Retirement Plan. effective May 1. 2001

Form of Supplemental Executive Retirement Plan
Agreement

Directors' Extended Curnpensation Flan. adopted
effective October 11, 1983, restated to include all
amendments through August 7, 2013 (current as of
November 2021}

Compensation Plan For Non-Employee Directors, as
amended and restated to reflect all amendments
through December 8. 2020

Form of Director Share Award Agreement
{Non-Employee Director)

2018 Omnibus Incentive Plan

2018 Omnibus Incentive Plan as Amended and
Restated November 17, 2020

Form of Award Agreement for 2018 awards of
Performance-Accelerated Restricted Shares under
2018 Omnibus Incentive Plan

Form of Award Agreement for 2019 awards of
Performance-Accelerated Restricted Shares under
2018 Omnibus Incentive Plan

Form of Amendment to 2018 and 2019 Award
Agreements for Performance-Accelerated Restricted
Shares under 2018 Cmnibus Incentive Plan

Form of 2020 Award of Performance-Accelerated
Restricted Shares to Executive Officers under 2018
Omnibus Incentive Plan

2021 Form of Restricted Share Unit Awards t¢
Executive Officers under 2018 Omnibus Ingentive Plan

Eighth Amendment and Restatement of Employee
Stock Purchase Plan, effective August 2, 2018

Ninth Amendment and Restatement of Employee Stock
Purchase Plan. effective February 5, 2019

Performance Compensation Plan for Corporate,
Subsidiary and Division Officers and Key Managers,
adopted August 2, 1693, as amended and restated
through February 4, 2019

Compensation Recovery Policy, adopted effective
February 4, 2010

Fourth Amended and Restated Severance Plan dated
November 17, 2020

31

Document Location

Exhibit 10.2(a) to the Company's Form 10-K for the
fiscal year ended September 30. 2012

Exhibit 10.4 to the Company's Form 10-K for the
fiscal year ended September 30, 2001

Exhibit 10.28 to the Company's Form 10-K for the
fiscal year ended September 30. 2002

Exhibit 10.5 to the Company's Form 10-K for the
fiscal year ended September 30, 2018

Exhibit 10.1 to the Company's Form 8-K filed
December 8. 2020

Exhibit 10.2 ta the Company's Form 8-K filed
December 9. 2020

Exhibit 10.1 to the Company's Form 8-K filed
February 6. 2018

Exhibit 10.3 to the Company’s Form 8-K filed
November 19, 2020

Exhibit 10.6(f) to the Company's Form 10-K for the
fiscal year ended September 30, 2018

Exhibit 10.1 tc the Company's Farm 8-K filed
May 7, 2018

Exhibit 10.1 to the Company's Form 8-K filed
November 19, 2020

Exhibit 10.1 tc the Company’s Form 8-K filed May
7.2021

Exhibit 10.2 to the Company’s Form 10-Q filed
August 9,2021

Exhibit 10.7 to the Company's Form 10-K for the
fiscal year ended September 30, 2018

Exhibit 10.1 to the Company's Form 8-K filed
February 7. 2019

Exhibit 10.1 to the Company's Farm 8-K filed
November 19, 2015

Exhibit 10.6 to the Company's Form 8-K filed
February 10, 2010

Exhibit 16.2 to the Company’s Form 8-K filed
November 19, 2020



Exhibit No. Description

10.14 ¥ Employment and Compensation Agreement with Victor
L. Richey effective May 10. 2021

10.15 " Employment and Compensation Agreement with
Christopher L. Tucker effective April 30, 2021

10.16 * Employment and Compensation Agreement with David
M. Schatz effective April 30, 2021

21 Subsidiaries of the Company

23 Consent of Independent Registered Public Accounting
Firm

311 Certification of Chief Executive Officer

3.2 Certification of Chief Financial Officer

Ky ** Certification of Chief Executive Officer and

Chief Financial Officer
101.INS = Inline XBRL Instance Cocument
101.8CH ™™ Inline XBRL Schema Document
101.CAL *** Inline XBRL Calculation Linkbase Document
101.LAB ** |nline XBRL Label Linkbase Document
101.PRE ™ Inline XBRL Presentation Linkbase Document
101.DEF

104 **+ Cover Page Inline Interactive Data File
{contained in Exhibit 101}

*** Inline XBRL Definition Linkbase Document

Document Location

Exhibit 10.3 to the Company's Form 10-Q filed
August 9, 2021

Exhibit 10.4 to the Company's Form 10-Q filed
August 9, 2021

Exhibit 10.5 to the Company's Form 10-Q filed
August 9. 2021

Filed herewith
Filed herewith

Filed herewith
Filed herewith

Furnished herewith

Submitted herewith
Submitted herewith
Submitted herewith
Submitted herewith
Submitted herewith
Submitted herewith
Submitted herewith

' Indicates a management contract or compensatory plan or arrangement,

*  Furnished (and not filed) herewith pursuant to Item 601(b)(32)(ii} of Regulation S-K.

"+ Exhibits 101 and 104 to this report consist of documents formatted in XBRL (Extensible Business Reperting

Language) and filed with the Securities and Exchange Commission; they are not included in printed copies of this

Report.

Item 16. Form 10-K Summary
Not applicable.
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SIGNATURES

Pursuant to the requirements of Section 13 or 153(d} of the Securitivs Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned. thereunte duly authorized.

ESCO TECHNOLOGIES INC.

Bx s Victor L. Riches
Victor L. Richer
President and Chiel Exceutive Otlicer

Date: November 29, 2021

Pursuant to the requirements ol the Securities Fxchange Act of 1934, this report has been signed below by the
following persons an behall' ot the registrant and in the capacities and on the dates indicated.

Signature Title Daie
st Vietor L, Richey Chairman. President. Chicf Exceutive November 29, 2021
Victor L, Richey Officer (Principal Executive Officer)

and Director

fsi Christopher L, Tucker Senior Vice President and Chiet Financial — Nevember 29, 2021
Christopher [.. Tucker Officer (Principal Accounting Officer)
‘s Patrick M. Dewar [Yirector November 29, 2021

Patrick M. Dewar

/8¢ ¥Vinod M. Khilnani Director November 292021
Vinod M. Khilnani

s’ Leon . Olivier Dircetor November 29. 2021
Leon J. Olivier

/sf Robert 1. Phillipmy Director Rorember 222021
Robert J. Phillipps

/s Larry W Salley Director November 29, 2021
Larry W, Soller

/8 James M, Stolze Director November 29. 2021
James M. Swolze

isi Oloria L, Valders Director November 29. 2021
Glorig 1., Valder
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Sharcholders and Beard of Directors
ESCO Technologies Inc.:

Cpinion on the Consolidated Financial Statements

We haye audited the accompany ing consolidated balance sheets of ESCO Lechnologies Inc. and subsidiaries (the
Company ) as of September 36, 2021 and 2020. the related consolidated statements of operations. comprehensive
income. sharchelders” equity, and cash flows for cach of the vears in the iee-vear period ended Neptember 30. 2021
and the related notes (collectively. the consolidated financial statements). In our opinion. the consolidated financial
statements present fairly. in all material respects. the financial position of the Company as of September 30, 2021 and
2020, and the results of its operations and its cash flows for each of the s cars in the three-y car period ended
September 30. 2021, in conformity with 118, generally accepted accounting principles.

We also hay e audited. in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (PCAOB)Y. the Company s internal control over financial reporting as of September 30, 2021, based on criteria
established in Internal Contral — tegrated Framework (2013 issued by the Committee of Sponsoring Organizations
of the I'readwuy Commission. and our report dated November 29. 2021 expressed an adverse opinion on the
etiectiveness of the Company “s internal control over financial reporting.

Basis for Opinion

These consolidated financial statements are the responsibilits of the Company *s management. OQur responsibility is to
express an opinion on these conselidated financial statememts bascd on our audits. We arc a public accounting tirm
registered with the PCAQB and are required (o be independent with respect 1o the Company in accordance with the
U5, federal securities laws and the applicable rules and regulations of the Sceurities und Exchange Commission and
the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. 'hose standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated Nnancial statements are free of
material misstaiement. whether due 10 error or fraud, Qur audits included performing procedures to assess the risks of
material misstatement of the conselidated financial statements. whether due to error or fraud. and performing
procedures that respond 1o those risks. Such procedures included examining. on a test basis. ovidence regarding the
amounts and disclosures in the consolidated {inancial statements. Our audits also included evaluating the accounting
principles used and significant estimates made by management. as well as evaluating the everall presentation of the
consolidated financial statlements, We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the consolidated
financial statements that were communicated or required 1o be communicated to the audit commitice and that: (1)
relate to accounts or disclosures that are material to the consolidated financial statements and (2) involved our
especially challenging. subjective. or complex judgments. The communication of critical audit matters does not alter
inapy way our opinion on the conselidated financial statements. taken as a whole. and w ¢ are not. by communicating
the critical audit matiers below. providing separate opinions on the critical audit matiers or on the accounts or
disclosures 10 which they relate.

Revenue Recognition — Estimate of contract costs at completion

As discussed in Notes 1 and 15 10 the conselidated financial statements. the Company”s Acrospace & Defense
segment enters ino certain long-term fixed price contracts with acrospace and defense customers to produce
various products. These products do not have an ahernative use and the Company has an enforeeable right 1o
payment for costs incurred plus a reasonable margin. Revenue for these contracts is recognized over time
generally using a cost-to-cost model. Under such model. the Company measures the extent of progress towards
completion of these contracts based on the ratio ol contract costs incurred (o date to the estimate of 1otal contract
costs at completion. The estimation of these costs requires judgment by the Company given the unigue product
specifications and reguirements for contracts related 1o the design. development. and manufacture of complex
products.
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W identified the assessment of the estimate of total contract costs at completion for centain contracts in the
Acrospace & Delense segment for which revenue is recognized over time using a cost-10-cost model as a critical
audit matter. Complex auditor judgment was required in cvaluating expected engineering and production
requirements of the contracts and the associated cost estimates for labor hours and materials. which represent
assumptions with a high fevel of estimation uncerainty and that are also susceptible o potential munagement
bias. Changes to these estimates may have a significant impaet on the net sales und carnings recorded during the
fiscal y car.

The Iallowing are the primary pracedures we performed o address this critical audit matter. W e evalvated the
design and 1ested the operating effectiveness of centain internal controls related to the Company 's revenue
recognition process. This included controls over the accumulation and estimation of eosts to complete for labor
howrs and materials for the contracts deseribed above, For a selection of contracts. w e compared the Company s
historical estimated costs and profit margin o the actual costs and protit margin for completed contracts to assess
the Company s shility to accurately estimate costs. We challenged the Company s assumptions for labor hours
and materials 10 be incurred for a selection of contracts by:

*  reading the underlying contract documents. including applicable amendments. to obtain an understanding of
the contractual requirements and deliverables

*  inguiring of (inanciai and operational personnet of the Company to identify factors that should be considered
within the cost to complete cstimates

*  comparing the costs incurred 1o date. as a percentage ot the estimated costs at completion. to the Company s
preduction to date under the contract. including consideration of remaining contract perfermance risks

*  comparing actual incurred and remaining estimated material costs to the eriginal estimated amount off
material costs at the beginning of the project plus incremental material cosis due to contract modification

*  comparing actual incurred and remaining estimated labor hours 10 the original estimate of labor hours at the
beginning of the project plus incremental labor hours due to contract modification

*  comparing the estimated costs at completion. which includes costs incurred to date plus estimated costs to
complete. to actual costs incurred for similar products previously developed and preduced. i applicable

*  inspecting correspondence, it applicable. between the Company and the customer regarding actual and
eapected contract performance to date and comparing to the estimate to complete

*  assessing the estimates for indicators of management bias by evaluating the audit evidence obtained through
the provedures described above.

Sufficiency of audit evidence obtained over net sales

As discussed in Notes 1 and 15 to the consolidated financial statements. sales are recognized primarily from the
sale of products across various industrics and through multiple Company subsidiarics and lecations around the
world. [he Compans recorded $715.4 million of net sales for the year ended September 30. 2021,

We identified the evaluation of the sulficicncy of audit evidence obtained over net sales as a critical audit matter,

Fvaluating the sullicicney of audit evidence obtained over net sales required cspecially subjective aunditor

Judgment because of the disaggregated nature of the Company’s operations. including revenue recognition

accounting policies and procedures that differ among the various subsidiaries and locations, [his included

determining the Company subsidiaries and locations at which procedures were performed.

'he following are the priniary procedures we performed to address this critical audit matter. We applied auditor

judgment to determine the nature and extent of procedures 1o be performed over nct sales. including the

determination of the Company subsidiarics and locations at which those procedures were 10 be performed. At

cach Company subsidiary and location where procedures were performed. we:

*  valuated the design and tested the operating effectiveness of certain internal controls related to the
Company s rev enuc recognition process at the applicable subsidiarics and locations: and

*  assessed the recorded net sales for a selection of transactions by comparing the amount recognized for
consistency with underly ing documentation. including contracts with customers and shipping documentation.
i’ applicable. and the Company 's rey enuc recoghition policies.

We evaluated the sufficiency ol audit evidence obtained by assessing the results of procedures performed.

F-3



Assessing the carrying value of goodwill of certain reporting units in the Aerospace & Defense segment

As discussed in Notes 1 and 4 1o the consolidated financial stutements. the Company reviews goodwill for
impairment annually and whenever events or changes in circumstances indicate it is more likely than net that the
fair value of a reporting unit is less than its carrying value. The Company uses a discounted cash flow method.
using a discount rate determined 1o be commensurate with the risk inherent in cach reporting unit’s business
model when estimating fair value.

We identified the assessment of the carrying value of goodwill of certain reporting units in the Acrospace &
Defense scgment as a critical audit matter. The valuation of cach reporting unit involved estimation uncertainty in
the projection of future cash flows. resulting in an increased level of subjective auditor judgment. Specifically.
subjective and challenging auditor judgment was required W evaluale the forecasted revenue growth rates, gross
margins. and discount rates used in the discounted cash 11ows 1o derive the fair value of the reporting unit.
Lvaluation ol the forecasted revenue growth rates and gross margins was challenging as they representied
subjective determinations ol future market and cconomic conditions that were sensitive (o variation. Specialized
skills and knowledge were required 1o evaluate the Company's discount rate assumptions.

The [ollowing were the primary procedures we performed to address this critical audit matter. We evaluated the
design and tested the operating etfectiveness of certain internal controls over the Company 's goodwill impairment
assessment progess. This included controls related to the determination ol the fair value of the reporting units and
the development of forecasted revenue growth rates. gross margins. and discount rates, We evaluated the
Compan s torecasted revenue growth rates by comparing to industrs and peer company forceasted revenue
growth rates. We also assessed the Compans s forecasted revenue growth rates and gross margins by comparing
them 1w historical expericnce and to underly ing business strategics and growth plans available for market
parlicipants for cach reponing unit. We compared historical forecasied revenue growth rates and gross margins 1o
actual results in order 1o assess the Company s ability 1o forecast. We involved valuation professionals with
specialized skills and know ledge. who assisied in evaluating the discount rates by comparing them to discount
rate ranges that were independentls deseloped using publicly mvailable market data tor comparable entitics.

Evalualion of the fair value of acquired intangible assels

As discussed in Note 2 10 the consolidated financial statements. the Company acquired LS. A, — Altanova Group
Sr.l. (Altanovay on July 29. 2021 and the assets of Phenix Technologies. Inc. (Phenin) on August 9. 2021, As a
result ol these transactions. the Compam acqguired customer relationship intangible assets with a preliminary
valuation of $4.3 million and $3.7 million. respectively. and trade name intangible assets with a preliminary
valuation a1 '$50.5 millien and $9.6 million. respectively (collectively. the intangible assets).

We identilied the ¢valuation of the tair value of these intangible assets acquired in the Altanova and Phenix
business combinations as a critical audit matter. A higher degree of subjective auditor judgment was required to
¢raluate forecasted revenue from existing customers. inclusive of attrition. and the related torecasted cost of sales
and operating expenses. discount rate. and the sclection of guideline public companies (GPC) assumptions used
by the Company 1o valuc the customer relationship intangible asscts. A higher degree of subjective auditor
Judgment was also required 10 ovaluate Torecasted revenue. royalty rate. and discount rate assumpltions used by
the Company 1o value the trade name intangible assets.

The following are the primary procedures we performed o address this critical audit matter. We evaluated the

design and tested the operating effectiveness of certain internal controls over the Company s acquisition-date

valuation process. including controls related 1o the devclopment of the relevant assumptions listed above. We
compared the Company s estimates of forecasted rey enucs from existing customers. total forecasted revenues and
the related forceasted cost of sales and operating expenses 1o the acquiree’s historical results. We evaluated the

Company s forecasted revenues from existing customers. tetal torecasted revenues. and forecasied cost ol sales

and operating expenses by comparing them to those of the Company s peers and trends in the industry . In

addition. we involyed valuation professionals with specialized skills and knowledge. who assisted in:

«  cvaluating the Company’s determination of the weighted average cost of capital {(WACC) by comparing it to
the WACCs of comparablc peer companies and evaluating the selection of the discount rate by reconciling
the weighted as erage return on assets to the WACC and internal ratc of return

«  comparing the selection of GPCs made by the Company 10 an independent scarch of GPCs and cvaluating the
reasonableness of cach GPC selected by reviewing the business descriptions. industrics. and markets served

»  comparing the selected revenue long-term growth rate to publicly available market forecasts of gross
domestic product and referant cconomic data in the relevant markets and industries
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comparing customer attrition 1o an independent estimate dey eloped based on historical atirition rates tor
Altanova and Pheniy and certain qualitatiy e market tactors

evaluating the Company 's royalty rates. by comparing them to royvalty rates used for similar assets in the
same industry

evaluating the Company *s discount rates, by comparing them against & discount rate range that was
independemly developed using publicly available market data for comparable peers.

5 KPMGLLP
We huve served as the Company 'y auditor since 1990,

St Eouis, Missouri
Noveimber 29, 2021
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CONSOQOLIDATED STATEMENTS OF OPERATIONS

{Dollars in thousands, except per share amounts)

Years ended September 30, ] 2021 2020 2019
Net sales $ 715440 730471 726,044
Costs and expenses;
Cost of sales 445,045 458 311 437,998
Selling, general and administrative expenses 167,534 159.490 162.734
Amortization of intangible assets 20,829 21.812 18.492
Interest expense, net 2,255 /730 8.002
Pension plan termination charge - . 40.600 —
Other {income) expenses, net (894) 7,122 851
Totai costs and expenses B 634,769 694,065 628,167
Earnings before income tax 80,671 36,406 97 877
Income tax expense 17,175 13,510 20,388
Net earnings frem continuing operations 63,496 22,896 77.489
{Loss) earnings from discontinued operations. net of tax expense of $269 and
$789 in 2020 and 2019, respectively — {(B01) 3,550
Gain on sale from discontinued operations, net of tax expense of $23,232 — 77,116 —
Net earnings from discontinued operations — 76,515 3,580
Net earnings $ 63,496 99,411 81,039
Earnings per share:
Basic:
Continuing aperations $ 244 0.88 299
Discontinued aperations — 2.94 0.13
Net eamings $ 244 3.82 3.12
Diluted:
Cantinuing operations $ 242 0.88 297
Discontinued operations — 283 0.13
Net earnings $ 2.42 3.81 310
Average common shares outstanding (in thousands):
Basic 26,046 26,010 25946
Diluted 26,22% 26,135 26,097

See accompanying Notes to Consoiidated Financial Statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{Dollars in thousands)

Years ended September 30, 2021 2020 2019
Net earnings 63,496 98,411 81,039
Other comprehensive {foss) income, net of tax: '
Foreign currency transiation adjustments 1,496 3172 (6,474)
Pension plan termination — 40,600 —
Amortization of prior service costs, actuariai iosses and other —_ {3,455) (5,972)
Total other comprehensive (Joss} income, net of tax 1,496 10,317 (12,446)
Comprehensive income 64,992 139,728 68,593

See accommpanying Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS

{Dollars in thousands)

As of September 30, 2021 2020
ASSETS
Current assets:
Cash and cash equivalents $ 56,232 52,560
Accounts receivable, less allowance for doubtful accounts of $1,949 and $1.995 in 2021
and 2020, respectively 146,341 144,082
Contract assets. net 93,771 94.302
Inventories, net 147,148 135.295
Other current assets 22,662 17.053
Total current assets 466,154 443,293
Praperty, plant and equipment:
Land and land improvements 10,547 9,657
Buildings and leasehold improvements 109,279 98,636
Machinery and equipment 176,447 153,718
Construction in progress 5,543 8,393
301,818 270,404
Less accumulated depreciation and amortization (147,551) {130,534}
Net property, plant and equipment 154,265 139,870
Intangible assets. net 409,250 346,632
Goodwill 504,853 408,063
Qperating lease assets 31,846 21,380
Other assets 10,977 10,938
Total Assets $ 1,577,345 1,370,186

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS

{Dollars in thousands)

As of September 30, 2021 2020
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabflities:
Current maturities of long-term ¢ebt and short-term borrowings $ 20,000 22,368
Accounts payable 56,669 50,525
Contract liabilities, net 108,814 100.551
Accrued saiaries 39,768 32149
Accrued other expenses 52,513 49,891
Total current liabilities 277,764 255 484
Deferred tax liabilities 73,560 60.715
Non-current operating lease liabilities 28,032 16,785
Other liabilities 44,293 38,176
Long-term debt 134,000 40,000
Total liabilities 557,649 411,160
Shareholders' equity:
Preferred stock, par value $.01 per share, authorized 10,000.000 shares
Common stock. par value $.01 per share, authorized 50.000,000 shares; issued
30,666.173 and 30.645,625 shares in 2021 and 2020, respectively 307 306
Additional paid-in capital 297,644 293,682
Retained earnings 830,989 775829
Accumulated other comprehensive loss. net of tax {2,161} {3.657)
1,126,779 1,066,160
Less treasury stack, at cost (4,604,741 and 4,607,911 common shares in 2021 and
2020, respectively) (107,083) _{107,134)
Total sharehoiders' equity 1,019,696 859,026
Total Liabilities and Sharshelders' Equity $ 1,577,345 1,370,186

See accompanying Notes to Consolidated Financial Statements,
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Accumulated
Additional Other
Common Stack Paid-In  Retaned Comprehensive Treasury

{In thousands) Shares Amgunt  Capital  Eamings Income {(Loss}  Stock Total
Balance. September 30. 2018 30535 S 305 291,790 606837 (31528) (107.384) 759410
Comprehensive income (loss):

Net earnings — — — 81039 — — 81,039

Translation agjustments. net of tax of 30 - — — — (6.474) -~ {6.474)

Net unrecognized actuarial loss. net of tax

of $1,817 — - —_ — (6,066) — {6,066}

Forward exchange contracts. net of tax of ${22) — — — — 94 — 94
Cash dividends declared ($0.32 per share) - - —  (8.302) — - (8,302)
Adoption of new accounting standard

ASU 201409 - — - 5,167 — — 5.167
Stock compensation plans. net of tax of $0 62 1 1,218 — — 135 1.354
Balance, September 30, 2019 30597 % 306 292408 684741 (43.974) (107.258) 828,222
Comprehensive income {loss):

Net earnings — - — 99411 — — 20,411

Translation adjustments, net of tax of $0 - — — — 3172 — 3,172

Pension termination and net unrecognized

actuarial loss. net of tax of $(1.161) - — - - 37,145 — 37,145

Cash dividends declared ($0.32 per share) — — — {8,323} — — (8.323)
Stock compensation plans. net of tax of $0 49 — 1.274 — — 125 1,399
Balance, September 30, 2020 30646 3 308 293682 775.82% (3.657) (107,134} 959,026
Comprehensive income (loss);

Net earnings — — —  B3496 — — 53,496
Translation adjustments, net of tax of $0 — — — — 1,496 — 1,496
Cash dividends declared {$0.32 per share) — — —  {8.336) — - {8,338)
Stock compensation plans, net of tax of 0 20 1 3962 — — 51 4014
Balance, September 30, 2021 30666 % 307 297644 830,989 (2161) (107,083 10196986

See accompanying Notes to Consolidated Financiat Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

{Doliars in thousands)

Years ended September 30, 2021 2020 2018
Cash flows from operating activities:
Net earnings $ 63,496 29,41 81,039
Adjustments to reconcile net earnings to net cash provided by operating
activities:
Net earnings from discontinued operations, net of tax — (76,515} (3,550}
Cepreciation and amortization 42,049 41,338 359058
Stock compensaticn expense 6,914 5,550 5,088
Changes in assets and liabilities 15,671 26,585 (6.648)
Gain on sale of building and land {1,950) — (8.922)
Effect of deferred taxes on tax provision (3,041) (2,785) 61
Pension contributions — (25,650) {2.500)
Pension plan termination charge — 40,600 -
Net cash provided by operating activities — coninuing operations 123,139 108,534 100,562
Net cash {used) provided by discontinued operations — {26,254) 4575
Net cash provided by operating activities 123,139 82,280 105,137
Cash flows from investing acfivities:
Acyuisition of businesses, net of cash acquired (168,903) — (85,840)
Capital expenditures {26,705} (32,108} (24,229)
Additions te capitalized software (8,783) {9.023) (8,374)
Proceeds from sale of building and land 1,950 — 17,201
Net cash used by investing activities — continuing operaticns (202,441) 41.131) (111,242)
Net cash provided (used) by investing activities — discontinued cperations — 182.084 (13,803}
Net cash (used) provided by investing activities (202,441} 140.953 (125,145)
Cash flows from financing aclivities:
Proceeds from fong-term debt 216,000 12,368 130,000
Principal payments on long-term debt (124,368) {235,000} (65,000)
Dividends paid (8,336) (8.323) {8,302)
Debt issuance costs — — (1,071)
Other (1,823) (3,125) (3,371)
Net cash provided {used) by financing activities — continuing operations 81,473 (234.080) 52,256
Net cash used by financing activities — discontinued operations — (2,140) (2,472)
Net cash provided {used} by financing activities 81,473 (236,220) 49,784
Effect of exchange rate changes on cash and cash equivalents 1,501 3,739 1,666
Net increase (decrease) in cash and cash equivalents 3,672 {9,248) 31,331
Cash and cash equivalents at beginning of year 52,560 61,808 30,477
Cash and cash equivalents at end of year $ 56,232 52,560 61,808
Changes in assets and liabilities:
Accounts receivable, net $ 11,266 14,633 (8,722)
Contract assets 531 15,909 (57,177}
Inventories 612 (10,340) 7,108
Other assets and liabilities 477) {8,609) 7,708
Accounts payable (688) (13,275) 10,716
Contract liabilities 8,263 19,374 32,142
Accrued expenses (3,836) 8,803 1575
$ 15,671 26,585 {6,649)
Supplemental cash flow information:
Interest paid $ 590 5,868 8,076
Income taxes paid (including state & foreign} 26,054 37,714 26,084

See accompanying Notes to Caonsolidated Financial Statements.
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NOTES TO CONSOQLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

A, Principles of Consolidation

The Consolidated Iinancial Statements include the accounts of ESCO ‘Technoiogies Ine. (1SCO} and its wholls
owned subsidiarics. Except where the content indicates otherwise. the terms “Company ™. 7we™, “our™ and “us™ arc
used in this report to refer to ESCO wogether with its subsidiaries through which its businesses are conducted. All
significant intercompany transactions and accounts hay e been climinated in consolidation.

B. Basis of Presentation

Qur tiscal year ends on Scptember 30. Throughout the Consolidated Financial Statements. uniess the context
indicates otherwise. references 1o a vear (for example 2021 refer 1o fiscal year ending on September 30 of that
year.

Our former Technical Packaging segment is reflected as discontinued aperations in the Consolidated Yinancial
Statements and related notes for all perieds presented. in accordance with accounting principles generally aceepted in
the Uinited States of America (GAAP),

During 2021, the Company identified immaterial errors in the 2020 historical consolidated financial staiements of
Westland, within the A&D segment, These have been corrected as an immaterial revision of those consolidated
financial statements. Specifically. the adjustments inciude $2.4 million of net sales and contract assets heing
overstated. and $0.9 million ol inventory being overstated and cost of goods sold understated by the same amount. and
$0.8 million income tax expense. $0.2 million deferred tax liabilities. and $0.6 million accrued other expense being
overstated, The net impact of the above adjustments resulted in a decrease in net carnings from continuing operations.
net carnings. comprehensive income and retained carnings ol $2.5 million and a decrease of S0.10 in reported basic
and diluted earnings per share. This correction also resulled in a reclassification in the 2020 consolidated statement of
cash flows berween line items of net carnings. changes in assets and liabilities. and efTect of deferred tanes totaling
$2.6 million in 2020. with no impact o the total net cash pros ided by operating activitics.

C. Nature of Operations

We are organized based on the products and seryices we offer and we currently classify our business operations in
three segments for financial reporting purposes: Acrospace & Defense (A&D). Ulility Solutions Group (1'5G). and
RE Shielding and Test (Test).

A&D: The companies within this segment primarily design and manufacture specialty filiration products. including
hydraulic filter elements and luid control devices used in commercial acrospace applications: unique {ilter
mechanisms used in micro-propulsion devices for satellites: custom designed filters for manned aireraft and
submarines: products and sy stems 1o reduce vibration and/or acoustic signatures and otherwise reduce or obscure a
vessel's signature. and other communications. scating. surface control and hydrody namic related applications 0
enhance 1LS, Nayvy maritime survivability : precision-tolerance machined compenents for the acrospace and defensc
industry: and metal processing services,

USG: The companies within this segment provide diagnostic testing solutions that cnable eleciric power grid
operators to assess the integrity of high-voltage power delivery equipment, as well as decision support tools for the
renewable energy industry. primarily wind and solar.

Test: The companics within this sepment proyide their customers with the ability to identify. measure and contain
magnetic, clectromagnetic and acoustic encrgy.

In addition. for reporting certain Hinancial information we treat Corporate activities as a separale segment.

D. Use of Estimates

The preparation of financial statements in conformity with GAAP requires Management to make cstimates and
assumptions that affect the reported amounts of assets and liabilities. Actual results couid differ from those estimates.
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E. Revenue Recognition

Orn October 1. 2018, we adopted ASU No. 2014-09. Revenwe from Contracts with Customers (ASC 606). Signilicant
changes 1o our policies resulting from the adoption are provided below, We adopled ASC 606 using the modilied
retrospective transition method applicd to contracts that were not substantiaily complete at the end of fiscal xear 2018,
We recorded a $5.2 millien adjustment 1o increase retained carnings o reflect the cumulative impact of adepting this
standard at the beginning of fiscal vear 2019, primarily related to certain long-term contracts in our A&D and

I echnical Packaging segments that com erted 1o the cost-te-cost method for revenue recognition,

Revenue Recognition

We reeognize reyenue when control of the goods or services promised under the contract istransterred to the
customer cither at o point in time {e.g.. upon delivers ) or over time (¢.g.. as we perform under the contract). We
account for a contract when it has approval and commitment from both parties. the rights and pay ment terms of the
partics are identified. the contract has commercial substance and collectability of consideration is probable. We review
contracts (o determine whether there are one or multiple performance obligations. A performance obligation is a
promise to transfer a distinct good or serice to a cuslomer and represents the unit of accounting for revenue
recognition, For contracts with multiple performance obligations, we allocme the expected consideration. or the
transaction price. to cach performance obligation identificd in the contract based on the relative standalone selling
price of cach performance obligation. We then recognize revenue for the transaction price allocated to the
performance obligation when control of the promised goods or services underlving the performance obligation is
transferred.

Payment terms with our customers vary by the iype and location of the customer and the products or services offered.
We do not adjust the promised amount of consideration for the effeets of significant financing components based on
the expectation that the period between when we transfer a promised good or serviee to a customer and when the
customer pays for that good or service will ke one year or less. Arrangements with customers that include pay ment
terms extending beyond one year are not significant. We account tor shipping and handling costs on a gross basis and
include them in net sales. We account for taxes collecied from customers and remitted 10 governmental authorities on
a net basis and exclude them from net sales.

A& D: Within the A&D segment. approximately 43% of revenues (approximately 19% of consolidated resenues) are
recognized al a point in time when products are shipped (when control of the goods transfers) to unafliliated
customers, [he related contracts are with commerelal and military customers and hav e a single performance
obligation as there is only one good promised or the promise o transter the goods or services s not distinet or
separatels identifiable from other promiscs in the contract. The transaction price lor these contracts reflects our
cstimate of returns and discounts. which are based on historical. current and forecasted information 10 determine the
expected amount 1o which we will be entitled in exchange for transferring the promised goods or services to the
customer. The realization of variable consideration occurs within a short period of time from product delivers:
therefore. the time value of money effect is not significant. Amounts bitled to customers for shipping and handling are
included in the transaction price as the related activities are performed prior (o the customer obtaining control ot the
products. They generally are not treated as separate performance obligations as these costs fulfill a promisc (o transier
the product to the customer and are expensed in cost of goods sold in the period they are incurred. Taxes collected
from customers and remitted to goyernment authoritics are recorded on a net basis. We primarily provide standard
warranty programs for products in our commercial businesses for periods that typically range from one 10 1wo years.
I'hese assurance-ty pe programs typically cannot be purchased separaicly and do not meet the criteria o be considered
a performance obligation.

Approximately 57% of the scgment’s revenues (approximately 25% of consolidated revenues) are accounted for over
time as the product does not have an alternative use and we have an enforceable right to payment for costs incurred
plus a reasonable margin or the imventory is owned by the customer. The related contracts are primarily cost-plus or
fixed price contracts related to the design. development and manufacture of complex fluid control products. guiet
valves. manilolds. shock and vibration dampening. thermal insulation and systems primarily for the commercial
acrospace and military (LS. Government) markets. The contracls may contain multiple products. which are capable
of being distinet as the customer could benefit from each product on its own or together with other readily available
resources. Each product is separately identifiable from the other products in the contract. Therefore. each product is
distinet in context of the contract and will be accounted for as a separate performance ebligation. Qur contracts are
frequently modified for changes in contract specifications and reguirements. Most of our contract modilications are
for products that are not distinet from the existing contract and are accounted for as part of that existing contract.

Contracts wish the [LS. Government generally contain clauses that provide lien rights 1o work-in-process along with
clauses that allow the customer to unilaterally terminate the contract for convenience. pay us for costs incurred plus a
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reasonable profit and take control ol'any work-in-process. Due 1o the continuous ranster of control to the U8,
Government, we recognize revenue over the time that we perform under the contract.

Selecting the method o measure progress towards completion for the commercial and military contracts requires
Judgment and s based on the nature of the products or seimice to be provided. We generally use the cost-10-cost
method 1o measure progress for our Aerospace & Defense segment contracts. as the rate at which costs are incurred to
fulfill a contract best depicts the transfer ef control to the custemer. Under this method. we measure the extent of
progress towards completion based on the ratio of ¢osts incurred 1o date to the estimated costs at completion of the
pertormance obligation. and record revenue proportionally as costs are incurred based on an estimated profit margin.

The transaction price for our contracts represents our best estimate of the consideration we will receive and includes
assumptions regarding variahic consideration as applicable. Certain of vur long-1erm contracts contain incentive fees
thal can increase the transaction price. [hese variable amounts generally are awarded upon achiesement of certain
performance metries. program milestones or cost targets and can be based upon customer discretion. We include
cstimated amounts in the transaction price to the eatent it is probable that a significant reversal of cumulative revenue
recognized will not occur when the uncertainty associated with the variable consideration is resolved. Our estimates of
variable consideration and determination of whether to include estimated amounts in the transaction price are based
largely on an assessment of our anticipated performance and all other informatien that is reasonably available 10 us.

Total contract cost is estimated wtilizing current eontract specifications and expected engineering requirements.
Contract costs t pically are incurred over a period of several months to one or more x cars. and the estimation ot these
€osts reguires judgment. Our cost estimation process is based on the professional knowledge and experience of
engincers and program managers along with finance professionals. We revicew and update our projections of costs
quarterly or more frequenthy when circumstances significantly change.

Under the ty pical payment terms of our long term fined price contracis. the customer pay s us cither performance-
based or progress pay ments. Performance-based pay ments represent interim pay ments based on quantifiahle measures
of performance or on the achievement of specified events or milestones. Progress pay ments are interim pay ments of
cosls incurred as the work progresses. Because ol the timing difference of revenue recognition and customer billing.
these contracts will often result in revenue recognized in excess of billings and billings in excess of costs incurred.
which we present as contract assets and contract liabilities. respectively. in the Consolidated Balance Sheets. We
classify amounts hiiled and due from our customers In Accounts receivable, net. For short term fixed price and cost-
13 pe contracts, we are generally paid within a short period of time.

For contracts where revenue is recognized over time. we recognize changes in estimaied contract rey enues. costs and
profits using the cumulative catch-up method of accounting. Phis method recognizes the cumulative effect of changes
on current and prior periods with the impact of the change from inception-to-date recorded in the current period. We
have net revenue recognized in the current acar from performance obligations satisfied in the prior year due 1o
changes in our estimated ¢osts to complete the related performance obligations, We recognize anticipated losses on
contracts in full in the period in which the lesses become known.

USG: Within the USG segment. approximately 75% of revenues {approximately 21% of consolidated revenues) are
recognized at a point in time when products arc shipped (when control ol the goods transters) o unaffiliated
customers. The related contracts are with commercial customers. The contracts may contain multiple products which
arc capable of being distingt as the customer could benefit from each preduct on its own or ogether with other readily
available resources. Each product is scparately identifiable from the other produets in the contract. Therefore. each
product is distinct in context of the contract and is accounted {or as a separate performance obligation. The transaction
price for these contracts reflects our estimate of variable consideration in the form of returns. rebates and discounts,
which are based on historical. current and forecasted information to determine the expected amount to which we will
be entitled in exchange for transferring the promised geods or serviees to the customer. The realization of variable
consideration occurs within a short period of time from product defivery: therefore. the time value of money effect is
not significant. Amounts billed to customers for shipping and handling are included in the transaction price as the
related activities are performed prior to customer obtaining control of the products. We penerzally do not treat them as
scparate performance obligations as these costs fulfill a promisc 1o transfer the product to the customer and are
expensed in selling. general. and other costs in the period they are Incurred. We record taxes collected {rom custemers
and remitted to government authoritics on a net basis. We primarily provide standard warranty programs for products
in our commercial businesses for periods that typically range [rom one to two 3 cars. These assurance-lype programs
1ypically eannot be purchased separately and do not meet the criteria to be considered a performance obligation.

Approximately 23% of the segment’s revenues (approximately 7% of consolidaied rev enues) are recognized over time
as services are performed. The services accounied for under this method include an obligation to provide testing
services using hardware and embedded software. sofiware maintenance. training. lab testing. and consulting services.
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The related contracts contain a bundle of goods and services that are integrated in the context of the contract.
Therelore. the goods and services are not distinet and we have a single performance obligation. Selecting the method
¢ measure progress towards completion for these contracts requires judgment and is based on the nature of the
products and service w be provided. We will recognize revenue as a serics of distingt seryices based on cach day of
providing services (straighi-line over the contract term) for our USG segment contracts, The transaction price for our
contracts represents our hest estimate of the consideration we will receive and includes assumptions regarding variable
consideration as applicable. Under the typical pay ment terms of our seryice contracts. the customer pay s us in advance
of when services are performed. Because of the timing difference of revenue recognition and customer pay ment.
which is 1y pically receiyed upon commencement of the contract. these contracts result in deferred revenue, which we
present as contract liabilities. in the Consolidated Balance Sheets.

Included in this catcgors . appronimately 8% ol the segment’s revenues (approximatehy 2% of consolidated revenues)
are recognized based on the terms of the software contract. IFor contracts that transier a sofiware license Lo the
customer. revenue will be recognized at a point in time. These 1y pe of soltware contracts represent a right t use the
software. or a functional license. in which revenue should be recognized upon transfer of the license. 'or contracts in
software as a service (Saa$) arrangements. revenue will be recognized over time. The customer receives und
consumes the benefits of the Sza$ arrangement through aceess to the system which is for a stated period. We will
recognize reyenue based on cach day of providing access (straight-line over the contract term). The transaction price
for our contracts represents our best estimale of the consideration we will receive and includes assumptions regarding
variable consideratian as applicable. Under the typical payment terms of our software contracts. the customer pays us
in advance o when seryvices are performed. Because of the timing difference of revenue recognition and customer
payment. these contracts result in deferred revenue. which we present as contract labilitics. in the Consolidated
Balance Sheets.

Test: Within the Test scgment. approsimately 20% of revenues (approximately 6% of consolidated revenues) are
recognized at a poinl in lime when products such as. aniennas and probes are shipped (when control of the goods
transfers) 10 unatfiliated customers. The related contracts are with commereial customers. The contracts may contain
multiple products which arc capable of heing distinet because the customer could benefit from cach product on its
own or together with other readily available resources. Lach product is separately identifrable from the other products
in the contract. Therefore. cach product is distinet in the conteat of the contract and will be accounted for as a scparate
performance obligation. The transaction price for these contracts refiects our estimate of variable consideration in the
form of returns, rebates and discounts. which are based on historical. current and forecasted information to determine
the expected amount to which we will be entitled in exchange for transferring the promised goods or services to the
customer. The realization of variable consideration oceurs within a short period of time from product delivery:
therefore. the time value of moncey effect is not significant. Amounts billed to customers for shipping and handling are
included in the transaction price as the related activities are performed prior to customer obtaining control of the
products. They generally are not treated as separate performance obligations as these costs {ulfili a promise o transfer
the product to the customer and are expensed in selling. gencral. and other costs in the period they are incurred, Taxes
collected 1rom customers and remitied (o goyvernment authorities are recorded on a net basis, We primarily prosvide
standard warranty programs for products in our commercial businesses for periods that typically range from one 1o
two years. These assurance-1ype programs ty pically cannot be purchased separately and do not meet the criteria o be
considered a performance obligation.

Approximately 80% of the scgment’s revenues (approximately 22% of consolidated revenues) are recorded over time
as the product does not have an alternative use and we have an enforceable right to payment for costs incurred plus a
reasonable margin. Products accounted for under this guidance include the construction and installation of test
chambers to a buyer's specifications that provide its customers with the ability to measure and contain magnetic,
electromagnetic and acoustic energy. The geods and services related 1o each installed test chamber are not distinet due
to the significant amount of integration provided and cach installed chamber is accounted for as a single performance
oblipation. Sciecting the method to measure progress towards completion for these contracts requires judgment and is
based on the nature of the products and service W be provided. We use milestones to measure progress for our [est
segment contracts because it best depicts the transfer ol control to the customer that oceurs as we incur costs on our
contracts. For arrangements that are accounted for under this guidance, we estimate profit as the difference between
total revenue and tal estimated cost of a contract and recognize these revenues and costs based primarily on contract
milestones. The transaction price for our contracts represents our best estimate of the consideration we will receive
and includes assumptions regarding variable consideration as applicable,

We estimate total contraet cost utilizing current contract specifications and expected engincering requirements.
Contract costs typically are incurred over a period of several months w a year. and the estimation of these costs
requires judgment. Our cost estimation process is based on the professional knowledge and experience of engincers
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and program managers along with {inance professionals. We review and update our projections of costs quarterly or
more {requently when circumstances significantly change.

Uinder the typical payment terms ol our fised price contracts. the customwer pay s us cither pertormance-based or
progress payments, Performance-hased pay ments represent interim pay ments based on quantitiable measures of
performance ot on the achicy ement of specified events or milestones. Progress pay ments are interim pay ments ol
cosls incurred as the work progresses. Because o the timing difference ol revenue recognition and customer billing.
these contracts resull in res enue recognized in exeess ol billings and billings in excess of costs incurred. which we
present as contracy assets and contract Habilities. respectivels . in the Consolidated Balance Shects, Amounts bitled and
due from our customers are classified in Accounts receivable. net.

For contrarts where revenue is recognized over tine, we generally recognize changes in estimated contract revenues.
costs and profits using the cumulative catch-up method of acceunting. This method recognizes the cumulmiye effect
of changes on current and prior periods with the impact of the change from inception-to-date recorded in the current
period. We have net revenue recognized in the current xear from performance obligations satistied in the prior year
duc to changes in our estimated costs o complete the related performance obligations. We recognize anticipated
losses on contracts in full in the period in which the losses become probable and estimable.

Contract Assets and Liabilities

Contract asscls arise from contracts when revenue is recognized over time and the amount of reyvenue recognized.
including our estimate of variable consideration that has been included in the transaction price. exceeds the amount
hilled (o the customer. Jhese amounts are included in contract assets until the right 10 pay ment is no longer
conditional on cvents other than the passage of ime. These contract assets are reclassified to reeeivables when the
right to consideration becomes unconditional, Contract liahilities include deposits. deterred revenue. upfront payinents
and biliings in excess of revenue recognized, We include liabilities for customer rebates and discounts in other current
liabilities in the Consolidated Balanee Sheets.

See the further discussion of our rexenue recognition in Note 13 below,

¥. Cash and Cash Equivalents

Cash equivalents include temporary imv estments that are readily comvertible into cash. such as money market funds.
with original maturities of three months or less.

G. Accounts Receivable

We reduce accoumts receivable by an allowance for amounts that we estimate are uncollectible in the future. This
estimated allewance is based on Management's evaluation of the financizal condition of the cuslomer and historical
write-off experience.

H. Inventories

We value imentories at the lower of cost (Iirst-in. first-out) or market value. We regularly review inventories {or
excess quantities and obsolescence based upon historical expericence. specific identification of discontinued items.
fuiure demand. and market conditions. Imventorics under long-term contracts reflect accumulated production costs.
factory overhead. initial tooling and other related costs less the portion of such costs charged to cost of sales.

L. Property, Plant and Equipment

Property. plant and eguipment are recorded at cost. Depreciation and amortization are computed primarils on a
straight-line basis oy er the estimated useful lives ol the asscts: buildings. 10-40 y cars: machiners and equipment. 3-10
years: and office furniture and equipment. 3-10 vears. Leasehold improvements are amortized over the remaining term
of' the applicable leasc or their estimated useful lives. whichever is shorter. Long-lived tangible assets are reviewed for
impairment whenever exvents or changes in business circumstances indicate the carrying value of the assets may not be
recoverable. Impairment lossecs are recognized based on fair value.

J. Leases

Our lease agreements primarily relate to office space. manutacturing facilitics. and machinery and equipment. We
determine at lease ingeption whether an arrangement that provides control over the usc of an asset is a lcase. We
recognize at lease commencement a right-ol-use (ROLY asset and lease liability based on the present value of the
future Tease pavments over the lease term. We have elected not 1o recognize a ROU asset and lease liability for leases
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with terms of 12 months or Iess. Certaln of our leases include options to extend the term ot the lease for up to 20
years. When it is reasonably certain that we will exercise the option. Management includes the impact of the option in
the lease term for purposes ol determining total future lease pay memts, As most of our lease agreements do not
explicitly state the discount rate implicit in the lease. Management uses our ineremental borrawing rate on the
commencement date to calculate the present value of future pas ments based onthe tenor of cach arrangement,

K. Goodwill and Other Long-Lived Intangible Assets

Goodwill represents the eacess of purchase price over the fair value ol net identifiable assets acquired in business
aequisitions. Management annually reviews goodwill and other long-tived assets with indefinite useful Tives for
impairment or wheneser events or changes in circumstances indicate the carrs ing amnunt may be less than fair value,
I we determing that the carrying value of the long-lived asset or reporting unit is less than fair value, we record a
permanent impairment charge for the amount by which the carrying salug of the long-lived assct exceeds its fair
value. We measure the fair value of our reporting units based on a discounted cash flow method using ¢ discount rate
determined by Management 1o be commensurate with the risk inherent in cach of our reporting units™ current business
models. We determine the fair value of trade names using a generally accepted valuation method bascd on an income
appreach called the refief from roaaity method. During 2021, Management performed a quantitatis ¢ impairment

analy sis. which included a detailed calculation of the fair value of our trade names and reporting units related 1o
certain reporting units within these segments. The results of these impairment analy ses indicated that the fair values of
the trade names and reporting units are not less than their carry ing values. Qur estimates of discounted cash flows o
derive the fair value were measured in accordance with ASC 350, fntangibles — Goodwill and Other. We are using
estimates of discounted cash flows that may change. and if they change negatively it could result in the need to write
down those assels 1o fairvalue.

Other intangible assets represent costs allocated to identifiabie intangible assets. principally customer relationships.
capitalized software. patents. trademarks. and technology rights. We amortize intangible assets with estimable useful
lives over their respective estimated useful lives to their estimated residual values. and reyiew them for impairment
whenever events or changes in business circumstances indicate the carrying value of the assets may not be
recoverahle.

See Note 4 regarding geodwill and other intangible assets activity.

L. Capitalized Software

Costs incurred for the dexvclopment of computer saliw are that will be sold. leased. or otherwise marketed are charged
to rescarch and des elopment expense when incurred. until technological teasibility has been established for the
product. Technological feasibility is tvpically established upon completion ol a detailed program design. Costs
incurred afier this point are capitalized on a project-by -project basis, Capitalized costs consist of internal and external
development costs, Upon general release of the product to customers. we cease capitalization and begin amortization.
which is calculated on a projcct-by-project basis as the greater of (1) the ratio of current gross rey enues for a product
1o the total of current and anticipated [uture gross revenues for the product or (2) the straight-line method over the
estimated cconemic life of the product. We generally amortize softwarce development costs over a three-to-seven year
period based upon the estimated future economic life of the product. Factors we consider in determining the estimaled
future cconomic life of the produet include anticipated future resenucs. and changes in software and hardware
technologics. Management annually reviews the carrving values of capitalived costs for impairment or whenever
events or changes in circumstances indicate the carry ing amount may not be recoverable. 1fenpected cash flows are
insufficient 1o recov er the canying amount of the asset. then we recognize an impairment loss 1o state the assct at its
net realizable value.

M. Income Taxes

We account for ingcome taxes under the asset and liahility method. We recognize deferred tax assets and liabilities lor
the future tax consequences attributable to differences between the financial statement carry ing amounts ol existing
assets and liabilities and their respective tax bases. We measure deferred tax assets and liabilities using enacted tax
rates expected to apphy 1o 1axable income in the years in which those temporary differences are expected to be
reconered or seitled. We may reduce deferred 1ax assets by a valuation allowance if it is more likely than not that
some portion or all of the deferred tax assets will not be realized. We recognize the cffect on deferred tax assets and
liabilitics of a change in tax rates in income in the period that includes the enactment date. We regularly review our
deferred tax assets for recoverability and establish a valuation allowance when Management believes it is more likely
than not such asscts will not be recos cred. taking into consideration historical operating results. expeetations of future
carnings. lax planning stratcgics. and the expected timing of the reversals of existing temporary ditferences. Our
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policy is 1 include interest related to unrecognized iax benelits n income tax expense and penaities in operating
expense.

N.  Research and Development Costs

Company -sponsored rescarch and development costs include rescarch and dey elopment and bid and proposal clforts
related 10 our products and services, We charge Company -sponsored product des elopment costs to expense when
incurred. Customer-sponsored research and development costs refer Lo certain situations whereby customers provide
funding to support specitic contractually defined rescarch and deselopment costs. We account for customer-sponsored
rescarch and des elopment ¢osts incurred pursuant to contracts similarly 1o other program costs. Total Company and
customer-sponsored rescarch and deyelopment expenses were approsimately $15 4 million. $13.3 million and $12.1
million for 2021, 2020 and 2019. respectively.

O. Foreign Currency Translation

We translate the financial statements of our foreign operations into LS. dollars in accordance with FASB ASC Topic
B30. Foreign Currency Matters. We record the resulting translation adjustments as a separate component of
accumulzled other comprehensiy e income.

P. Earnings Per Share

We caleulate basic carnings per share using the weighted average number of common shares outstanding during the
peried. We caleulate diluted carnings per share using the weighted average number of common shares outstanding
during the peried plus shares issuable upon the assumed excrcise ot dilulive vesting of unvested restricted units
(restricted shares) using the treasurs stock method. {here are no anti-dilutive shares.

The number ot shares used in the calculation of earnings per share for cach year presented is as follows:

(in thousands) 2021 2020 2019
Weighted Average Shares Quistanding -~ Basic 26,046 26,010 25,946
Dilutive Restricted Shares 179 125 151
Shares — Diluted 26,225 26135 26,097

Q. Share-Based Compensation

We provide compensation benefits (o certain key emploa ees under several share-based plans providing for
performance-acceelerated. performance-based and/or time-vested restricted stock unit awards. and to non-cmploy ce
dircctors under a separate compensation plan for non-emplos e direetors. We measure share-based pay ment expense
at the grant date based on the fair value of the award and recognize it on a straight-line basis over the requisite service
period (generally the vesting period of the award).

R. Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss 01 $(2.2) million at September 30. 2021 consisted of currency translation
adjustments. Accumulated other comprehensive loss of $(3.7) million at September 30. 2020 consisted of currency
translation adjustments.

8. Derivative Financial Instruments

We report all derivative tinancial instruments on the balance sheet at fair value. The accounting for changes in fair
value of a derivative instrument depends on whether it has been designated and qualifies as a hedge and on the type of
hedgpe. For cach derivative instrument designated as a cash {low hedge. we defer the effective portion of the gain or
loss on the derivative in accumulated other comprehensiv ¢ Income until recognized in earnings with the underlying
hedged ilem, Regardless of (v pe, a fully effective hedge will result in no net earnings impact while the derivative is
outstanding, To the extent that any hedge is ineffective at offsctting cash flow or fair value changes in the underly ing
hedged item. there could be a net carnings impact.

T. Fair Value Measurements

Fair value is defined as the price at which an assct could be exchanged in a current transaction between
knowledgeable. willing partics or the amount that would be paid 10 transfer a hability 1o a new obligor. not the
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amount that would be paid to settle the lability with the creditor. Where available, we base fair value on observable
market prices or parameters or derived from such prices or paramcters. Where obseryable prices or inputs are not
mvailable. we apply valuation models. These s aluation technigues involve some level of Management estimation and
Judgment. the degree of which is dependent on the price transparency for the instruments or market and the
instruments” complexity,
The accounting guidance establishes a three-level hicrarchy for disclosure of fair value measurements. based upon the
transparency of inputs 1o the valuation of an assct or liabilits as of the measurement date, as follows:
Level 1 = nputs 1o the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in
active markets,
Ievel 2 =Inputs to the valuation incthodotogy include quoted prices [or similar assets and liabilitics in active
markets. and inputs that are absersable for the assct or Nabilin . cither directly or indirectly . for substantially the
full term of the financial instrument.

Level 3 — Inputs to the valuation methodology are unobsers able and significant to the fair v alue measurement.

Financial Assets and Liabilities

We have estimated the fair value of our financial instruments as of September 30. 2021 using available market
information or other appropriate saluation methodologies. The carry ing amounts of cash and cash equiralents.

receiy ables. parables and other current asscls and liabilitics approsimate fair value because of the short maturity of
those instruments. The carry ing amounts due under the revolving eredit facility approximate fair value as the interest
on oulstanding borrowings is caleulated at a spread oser the London Interbank Offered Rate (1L.IBOR) or based on
the prime rate. at our election.

Nonfinancial Assets and Liabilities

Our nonfinancial assets such as properts. plant and egquipment. imventories. and other intangible assets are not
measured at fair value on a recurring basis: however they are subject to fair value adjustments in certain
circumstances. such as when there is oy idence that an impairment may eaist. No impairments were recorded during
2021

2. Acquisitions

2021

On August 9. 2021 we acquired the assets of Phenix Technologies. Inc. (Phenix). for a purchase price of
approximatels $47.2 million in cash. Phenix. based in Accident. Maryvland. is a leading designer and manufacturer of
high voltage. high current. high power test systems and components and solutions supporting the electric utility
industry. high voltage test laboratories. and field service organizations worldwide. Since the date of acquisition, the
operating resulis for the Phenix business have been included as part of the USG segment. The acquisition date fair
value of the assets acquired and labilities assumed were as follows: approximately $2.6 million of accounts
receivable. $3.8 million of imv entory . $8.0 million ol propersy . plant and cquipment. $6.2 million of accounts payvable
and accrued expenses. $3.7 million for tradenames. $9.6 million of customer relationships and $0.5 million of
miscellancous items. The tradename was determined to have an indefinite usetul life and the customer relationships
were determined 1o have a useful life of [3 vears. The acquired goodwill of $23.2 miilion refates 10 excess value
associated with opportunities to expand the services and products that the Company can olfer fo its customers. The
Company eslimates approximately $20 million of the goodwill will be deductible for tax purposes. The allocation of
the purchase price 10 acquired assets and assumed liabilities is preliminary as we are in the process of ohtaining
additional information necessars to identify and determine the fair value of all acquired assets and assumed liabilitics
and calculate a final residual.

On Julsy 29. 2021 we acquired LS.A. — Allanova Group S.r.l.. (Altanova). headquariered in Taino. Italy. for a purchase
price of approximately $115 million. net of cash acquired. Altanova is a supplicr of diagnostic products. monitoring
systems and services related (o power generation. transmission and distribution networks. renewable cnergy and
storage. and process industries Lo custoners in more than 100 countries. Since the date of acquisition. the operating
results for the Altanova business have been included as part of the USG segment. The acquisition date fair value of the
assets acquired and liabilities assumed were as follows: $9.7 million ol accounts receivable. $5.6 million of imventory.
$1.2 million of property. plant and equipment. $8.0 million ol other assets. $12.8 million of accounts pay able and
accrued expenses. 56,9 mitlion of other liabilities. $16.4 million of deferred tax liabilities. $30.3 mitlion of customer
relationships and $4.3 million of tradenames. The tradename was determined to have a useful life of ten years and the
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customer relationships were determined to have a useful life of taenty years. The acquired goodwill of §71.9 million
relates to the excess value associated with opportunities to expand the services and products that the Company can
oller to its customers. access 10 new markets, and sy nergies anticipated by combining Altanova with existing 1'SG
businesses. The Company does not expect the goodwill will be deductible for tax purposes. The allocation ol the
purchase price to acquired assets and assumed liabilities is preliminary as we are in the process of obtaining additional
information necessan o identify and determine the fair value of all acquired assets and assumed labilitics and
caleulate a final residual.

We accounted for these acquisitions using the purchase method of accounting. and accordingls. we allocated the
respeetive purchase prices to the assets (including intangible assets) acguired and labilities assumed based on
estimated fair values atthe date of acquisition. We have included the financial results from these acgnisitions in our
linancial statements from the date of acquisition.

3. Technical Packaging Divestiture

In December 2019, we completed the sale of our Technical Packaging business segment. consisting ol our whellx -
owned subsidiaries Thermoform Fngineered Quality L1.C. Plastigue [.1d. and Plastigue sp. £ 0.0, (the ~Technical
Packaging Business™). 1o Sonoco Plastics. Inc. and Sonoco Holdings. Inc. ("Buy ers™). two wholly -owned subsidiarics
ol Sonoco Products Company (NYSEH:SON). The companies within this segment provide innevatis e selutions to the
medical and commercial markets for thermoformed packages and specialty products using a wide variety of thin
gauge plastics and pulp. Results of operations. financial position and cash flows tor the Technical Packaging business
arc reflected as discontinued operations in the Consolidated Iinancial Statements and related notes for all periods
presented.

Netsales [rom the Technical Packaging business were $16.5 million and $86.9 million in 2020 and 2019, respectivels.
Pretas (loss) carnings from the Technical Packaging business was $(0.3) million and $4.3 million in 2020 and 2019.
respectively. We receir ed net proceeds from the sale of appronimatels $184 million and recorded $76.5 million
after-tax net earnings on the sale in 2020, We finalized a contractual working capital adjustment and paid $0.2 million
10 the bus er during the third quarter of 2020,
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4. Goodwill and Other Intangible Assets

Included on the Consolidated Balance Sheets at September 30, 2021 and 2020 are the following intungible asscts
£ross carry ing amounts and accumulated amortization:

{Dollars in thousands) 2021 2020
Goodwill $ 504,853 408,063
Intangible assets with determinable lives:
Patenis
Gross carrying amount $ 213 2,092
Less; accumulated amorlizalion 972 858
Net $ 1,159 1.234
Capitalized software
Gross carrying amount $ 93,671 84.888
Less: accumulated amortization 63,740 57.302
Net $ 29,931 27 586
Customer Relationships
Gross carrying amount $ 288,530 227,478
Less: accumulated amortization 80,882 67,643
Net § 207,648 159,635
Other
Gross carrying amount $ 8,680 5,156
Less: accumuiated amortization 4,298 3,260
Net $ 4,382 1,886
intangible assets with indefinite lives:
Trade names $ 166,130 156 381

We performed our annual evaluation of poodwill and intangible assets for impairment during the fourth quarter of
2021 and concluded that no impairment existed at September 30. 2021, There were no accumulated impairment losses
s ol September 30, 2021.

The changes in the carry ing amount of goodw il attributable 10 ¢ach business segment for 2021 and 2020 are as
follows:

(Dollars in millions) A&D Test UsG Total
Balance as of September 30, 2019 $ 1022 341 2540 3903
Qut-of-pericd adjustment - - 18.0 18.0
Foreign currency translation and other {0.1) - (0.1) {0.2}
Balance as of September 30, 2020 $ 1021 341 2719 4081
Acquisition activity 22 - 95.2 974
Foreign currency translation and other - - (0.6) {06
Balance as of September 30, 2021 $ 104.3 34.1 366.5 5049

Amorlization expense related 1o intangible assets with determinable lives was $20.8 mitlion. $21.8 million and $18.5
miilion in 2021. 2020 and 2019, respectively. Patents are amortized over the life of the patents. generally ten 1o twenty
sears. Capitalized software is amortized over the estimated usetul life of the software. generally three to seven y cars,
Customer relationships are generalls amortized oser thirteen o twenty vears,

As of September 30, 2028, we reclassificd $18.0 million from Morgan Schaffer’s tradename tw goodwill to correct a
misclassification that originated in the original accounting for the acquisition in fiscal 2017, Management has
determined that the effect of this misclassification was not material to the currem or any prior periods and it had no
impact on our total asscts. results of operations or cash flows for any period.
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5. Accounts Receivable

Accounts receivable. net ol the allowance for doubtlul accounts. from continuing operations consisted of the
tollowing at September 30. 2021 and 2020:

{Dollars in thousands) 2021 2020
Commercial $ 128952 121,824
U.S. Government and prime contractors 17,389 22,158

Total $ 146,34 144,082

6. Inventories, Not

Inventories, net, from continuing operations consisted ol the following at September 30, 2021 and 2020:

{Dallars in thousands) 2021 2020
Finished goods $ 32,998 28435
Work in process 34,201 29 864
Raw materials 79,949 76.997

Total $ 147,148 135.296

7. Income Tax Expense

We allocated total income tax expense (benetit) for the years ended September 301 2021, 2020 and 2019 1o income tax
expense as follows:

{Dollars in thousands) 2021 2020 2019
Income tax expense from continuing operations $ 17,175 13,510 20,388
Income tax expense from discontinued operaticns - 23,501 789

Total income tax expense (benefit) $ 17,175 37,011 21177

The components of income from continuing operations betore income taxes for 2021, 2020 and 2019 consisted of the
foliowing;

{Daliars in thousands; 2021 2020 2018
United States $ 70,214 23.851 87,150
Foreign 10,457 12 455 10,727

Total income before income taxes $ 80,671 36.406 97 877

The principal components of income tax expense (benetit) from continuing operations for 2021, 2020 and 2019
consist of:

{Dallars in thousands) 2021 2020 2019
Federal:
Current $ 14,807 10,495 13,888
Deferred {1,598) 1,311 250
State and lozal:
Current 2,257 1,984 3,039
Deferred (786) {932) 88
Foreign:
Current 2,922 2,875 2439
Deferred (427) {2,223) 674
Total $ 17,175 13,510 20,388

The actual income tax expense (benelit) from cominuing operations for 2021. 2020 and 2019 differs from the
expected tax expense for those vears (computed by applyving the ULS. Federal corporate statutory rate) as follows:
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2021 2020 2013

Federal corperate statutory rate 21.0% 21.0% 21.0%
State and local. net of Federal benefits 18 2.3 32
Fareign (0.4) 13 06
Research credit (0.9) (3.7) {0.8)
Change in uncertain tax positions - {€.1)
Executive compensation 08 16 0.3
Valuation allowance - 6.8 (2.4)
GILTI and FDII (1.3) 2.1) (0.6)
Tax reform —impact on U.S. deferred tax assets and liabilities - - {0.3)
Tax reform - transition tax - - 0.1)
Pension plan termination charge . 234 -
Other, net 0.1 0.1 -
Effective income tax rate 21.3% 37 1% 20.8%

I'he tax etfects o temporary differences that give rise to significant portions of the deferred tax asscts and liabilities at
September 30, 2021 and 2020 are presented below:

{Dollars in thousangs) 2021 2020
Deferred tax assets:
Inventories $ 4,267 5,007
Pension and other postretirement benefits 859 842
Timing differences related to revenue recognition 9,365 4,936
Lease liabilitieg 7,614 5220
Net operating and capital loss carryforwards — domestic 542 563
Net operating loss carryforward — foreign 4,279 3678
Other compensation-related costs and other cost accruals 8,174 §.953
State credit carryforward 2,639 2.368
Faoreign credit carryforward 192 -
Total deferred tax assets 37,931 31,565
Deferred tax liabilities;
ROU assets (7,614} (5,220)
Goodwil (13,746} (7.878)
Acquisition intangible assets (62,052) (52,682)
Depreciation, software amgrtization (22,418} (21,283)
Net deferred tax liabilities before valuation allowance (67,899} (55,498)
Less valuation allcwance {2,011} {1,832)
Net deferred tax liabilities $ (69,910} (57,430)

We had a foreign net operating loss {NOL) carry [orward of $15.5 millien at September 30. 2021, which reflects tax
loss carry forwards in Germany . South Africa. Canada. Japan and the United Kingdom. Approximately $13.3 million
of the tax loss carry forwards hay e no expiration date while the remaining $2.1 million will expire between 2031 and
2041. We had net foreign credit carry forwards of $4.2 million. of which all expirc in 2041, We had deferred tax assets
related to state NOL carryforwards of $0.5 million at September 30, 2021 which expire between 2025 and 2041, We
also had net state rescarch and other credit carr forwards of 2.6 million of which $1.9 million expires between 2022
and 2041. T'he remaining $0.8 million does not have an cxpiration date.

The valuation allowance for deferred tax assets as of September 30. 2021 and 2020 was $2.0 million and $1.9
million. respectively, 1he net chunge in the total valuation allowance tor cach of the ycars ended September 30.
2021 and 2020 was an increase of $0.1 million and a deercase of $2.6 million. respectively . We cstablished a
valuation allowance against state credit carry forwards of $0.6 miliion at September 30 of both 2021 and 2020. In
addition. we established a v aluation allowance against state NOL carryforwards that are not expected o be realized
in {uture periods of $0.5 million at September 30 of bath 2021 and 2020. respectively. Lastly. we cstablished a
valuation allowance against certain NOL carry forwards in foreign jurisdictions which may not be realized in future
periods of $0.9 million and $0.8 million at September 30. 2021 and 2020. respectively.
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8. Debt

Debt consists of the following at September 301 2021 and 2020

(Dollars in thousangs) ' 2021 2020

Total borrowings $ 154,000 62.368
Current portion of long-term debt and short-term borrowings ) (20,000) (22.368)
Total long-term debt, less current portion - % 134,000 40,00C

The Credit Facility ingludes a $300 million revolving line of credit as well as provisions allowing for an increase of
the credit lacilits commitment amount by an additional $250 million. if necessary. with the consent of the lenders The
bank sy ndication supporting the facihty 15 comprised of a diverse group of cight banks led by JP Morgan Chase Bank.
N.AL as Administrative Agent. The Credit Facility matures September 27, 2024,

Interest on borrowings under the Credit Facility is caleulated at a spread over either the New York Federal Reserve
Bank Rate. the prime rate. or the London Interbank Offered Rate (LIBOR). depending on varieus factors. The Credit
Facility also requires a facility fee ranging from 10 10 25 hasis points per annum on the unused portion. The interest
vate spreads and the faciliny fee are subject to increase or decrease depending on the Compuny s leverage ratio.

I'he Credit Facility is secured by the unlimited guaranty of our direct and indireet material ULS. subsidiaries and the
pledge of 100% of the equity interests of our direct and indireet material foreign subsidiaries, The tinancial cosenants
of'the Credit Facility include a leverage ratio and an interest coverage ratio. As of September 30, 2021, we were in
compliance with all covenants.

At September 30. 2021, we had approximatels $337 million available to borrow under the Credit Facility . plus the
$230 million increase option subject 1o the lenders” consent. in addition to $36.2 million cash on hand. We classified
$20 million as the current portion of long-term debt as of September 30, 2021, as vwe intend 1o repay this amount
within the neat twehve months: however. we hayve no contractual obligation to repay such amount during the next
twelve months.

During 2021 and 2020. our maximum aggregate short-term borrowings at any month-end were $174 million and $281
million. respectivels. and the ayerage aggregate shorl-term borrowings outstanding based on month-¢nd balances were
$71.3 million and $175.6 million, respectively. The weighted aserage interest rates were 1.20%. 3.20% and 3.21% for
2021. 2020 and 2019, respectively. As of September 3L 2021, the interest rate on our debt was 1.06%. The letiers of
credit issued and outstanding under the Credit Facility totaled $8.5 million and $9.9 million at Scptember 30. 2021

and 2020. respectively.

9. Capital Stock

The 30.666.173 and 30.645.625 common shares as presented in the accompans ing Consolidated Balance Sheets al
Seplember 30, 2021 and 2020 represent the actual number of shares issucd at the respective dates. We held
4,604.741and 4.607.911 common shares in treasurs at September 30, 2021 and 2020. respectively.

In August 2012, our Board of Direclors approved a common stock repurchase program authorizing us to repurchase
shares of our stock from tinic to time in Management's discretion. in the open market or otherwise. up to a maximum
total repurchase amount of $100 million (or the maximum amount permitted under our bank credit agreements. if
less). After being repeated!y extended by the Company’s Board of Dircctors. this program expired September 30.
2021,

In August 2021, our Beard of Directors approved a new common siock repurchase program authorizing us to
repurchase shares of our stock from time to time in Management's discretion. in the open market or otherwise, uptlo a
maximum total repurchase amount of $200 million (or the maximum amount permitted under our bank credit
agreements. il less). This program is scheduled to eapire September 30. 2024, We did not repurchase any shares in
2021.2020. or 2019,

10. Share-Based Compensation

We provide compensation benefits te certain key employees under several share-based plans providing for
performance-aceelerated andior time-vested restricted stock unit awards. and to non-emploa ec directors under a
separale compensation plan for non-employec directors. As of September 30, 2021, our equity compensation plans
had a total of 712.092 shares authorized and available for future issuance.
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Performance-Accelerated Restricted Stock Unit (PARS) Awards and Time-Vested Restricted Stock Unit (RSU)
Awards

A PARS award represents the right 10 receive a specified number of shares ot Company common stock if and when
the award vests. A PARS award is not stock and docs not give the recipient any rights as 4 sharcholder until it vests
and is paid out in shares of stock, PARS awards currently outstanding have a five-year vesting period. with
accelerated vesting if certain targets bused on market conditions are achicved. In these cases. if it is probable that the
performance condition will be met. the Company recognizes compensalion cost on a straight-line basis over the
shorter perlormance period: otherwise. it will recognize compensation cost over the longer serviee period.
Compensation cos for the outstanding PARS awards is being recognized over the shorter performance period, as it is
probable the performance condition will be met. The PARS avward grants were valued at the stoek price on the date of
grant.

The terms of the RSU awards are similar e those of the PARS awards. but without any provision for acceleration of
the vesting date. Fach RSU represents the right to reecive one share of Company commaon stock il the recipient
remains continuously emploaed by the Company until the award vests, in this case 3 72 years aller the effective anward
date. The RSL award grants were valued at the stock price on the date of grant.

Pretay compensation expense related to the PARS/RSU awards for continuing operations was $5.6 million.

$4.3 million and 54.0 million tor 2021, 2020 and 2019. respectively.

The following summars presents information regarding outstanding PARS:RSU awards as of the specified dates. and
changes during the specified periods:

FY 2021 FY 2020 FY 2019

Estimated Estimated Estimated

Weighted Weighted Weighted

Shares Avg. Price Shares Avg. Price Shares Avg. Price

Nonvested at October 1, 220,300 § 66.55 281004 % 5972 315544 3 4723
Granted 51,476 108.05 45,723 74.80 84.862 477
Vested (35,753) 64.40 {89,822} 50.51 {113,402} 37.00
Cancelled (9,318) 70.50 {16,605} 60.48 (8,000} 45.20
Nonvested at September 30, 226,705 § 76.15 220,300 % 66.55 281004 S 58.72

Compensation Plan for Non-Employee Directors

In addition to an annual cash retainer, we provide cach non-cmployee director with an annual equits award having a
grant date market value of $180.000. based on the NYSE closing price of the Company s stock on the date of grant.
For calendar years prior 10 2021, the award consisted ot actual shares of Company stock. but beginning in January
2021. the award has been in the form of Restricted Stock Units. cach ol which represents the right to receive one share
of Company stock at the end of a one-year vesting period. At the end of the vesting period. each award will be
canyerted into the right to receive the same number ol actual shares of common stock. plus additional shares
tepresenting the value of the quarterly dividends which would have accrued on the underly ing shares during the
vesting period. Compensation eapense related 10 the non-employ ee director grants was $1.3 million, $1.3 million and
$1.1 million for 2021. 2020 and 2019. respeetively.

Total Share-Based Compensation

The total share-based compensation cost that has been recognized in results of operations and included within SG& A
from continuing operations was $6.9 million. $3.6 million and 83,1 million for 2021, 2020 and 2019 respectivels.
The total income tax benefit recognized in results of operations for share-based compensation arrangements was $1.4
million. $1.2 miltion and $1.1 million for 2021. 2020 and 2019, respectivels. As of September 30. 2021, there was
$7.9 million of total unrecognized compensaiion cost related 1o share-based compensation arrangements. ‘| hat cost is
expected 1o be recognized over a weighted-ay erage period of 1.6 »years.

11. Retirement and Other Benefit Plans

Formerly. substantially all our domestic employees were covered by a defined benefit pension plan (the Plan)
maintained by the Company. The Plan was frozen in 2003 and no additional benciiis have been acerued since that
date. On November 14, 2019, our Board ol Dircctors approved a resotution to terminate the Plan effective as of
February 29. 2020. In connection with the termination. we contributed $25.7 million of cash to the Plan during 2020.
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scttled approximately $32.4 million of Plan liabilitics during 2020 through lump-sum payments [rom existing plan
assels 1o cligible participants who clected (o receive them. and recorded approsimately $40.6 million of charges
associated with these settlements. During 2020, we settled approximately $69.1 million of Plan labilitics by entering
into an agreement 1o purchase annuities {rom a third party insurance company . This agreement covered active and
former employ ees and their beneliciaries. with the insurance company assuming the future annuity pay ments for these
individuals.

Substantially all our domestic emplos ees are conered by a defined contribution plan maintained by the Company. In
addition. we offer unfunded post-retirement pre-Medicare heaith insurance benefits 10 a small humber ol eligible
retirees and employeces. We formerly provided unfunded post-retirement lile insurance o qualily ing retired employ ces
who retired before 2003, but ceased prosiding this corverage on July 31, 2020, There was no financial impact of this
plan in 2021.

12. Business Segment Information

W ¢ are orpanized based on the products and services we otfer. and we classify our continuing business operations in
three reportable segments for [inancial reporting purposcs: Acrospace & Defense (A&1)). Utiliny Selutions Group
(1'SG) and RY Shielding and Test ( Test). In addition. for reporting certain financial inlormation we treat Corporaice
activities as a separate segment. The former Technical Packaging segment was divested in December 2019 and is
reflected as discontinued operations for 2020.

The A& D segment’s operations consist o P11 Technologies ne. (PTH. VACCO Industrics (VACCO). Crissair. Inc.
(Crissalr). Max day Manufacturing Co. (Mayday ). Hi-Tech Metals. Inc. (1i-Tech). Westland Technologies. Inc.
(Westland). and Globe Composite Solutions. 1.1.C (Giobe). The companies within this segment primarily design and
manufacture specialty filtration, fluid control and naval products. including hydraulic filter elements and fluid control
devices used in acrospace and defense applications. unique filter mechanisms used in micro-propulsion deviees for
satellites, custom designed Nlters for manned aircraft and submarines. products and systems to reduce vibration and/or
acoustiv signatures and otherwise reduce or obscure a vessel’s signature. and other communications. sealing. surface
control and hydrody namic related applications to enhance 1L, Navy matitime survivability : precision-tolerance
mavchined components for the acrospace and defense industry : and metal proccssing serices.

The USG segment’s operations consist of Doble Engincering Company and related subsidiarics including Morgan
Schaffer and Altanova {collectively. Dable). and NRG Systems. Tne., (NREG) Doble is an industry leader in the

dev elopment. manufacture and delivery of diagnostic testing and data management solutiens that enable electric
power grid operators 10 asscss the integrity of high-voltage power delivery equipment. It combines three core elements
for customers — diagnostic test and condition monitering instruments. ¢xpert consulting. and testing sery ices — and
provides access o its large reserve of related empirical knowledge. NRG Is a glebal market leader in the design and
manufacture of decision support tools for the renewable energy industry. primarily wind and solar. T'he recent
acquisition of Altanova not only complements our existing products and services but its strong market share in Europe
and Asia provides a significant international platform tor our USG segment.

The Test scgment’s operations consist of £ [S-Lindgren Inc. and related subsidiaries (EI'S-Lindgren), I'I'S-Lindgren
is an industry leader in designing and manufacturing products which provide its customers with the ability to identif}.
measure and contain magnetic. electromagnetic and acoustic energy. [t supplics its customers with a broad range of
isolated envirenments and turnkes systems. including RE test facilities. acoustic test enclosures. RE and magnetically
shielded rooms. sccure communication facilities. RF measurement sy stems and broadeast and recording studios. Many
of these facilities include proprictany features such as shielded doors and windows. ETS-Lindgren also provides the
desipn. program management. installation and integration serices required to successfully complete these types of
facilities, ETS-Lindgren also supplies customers w ith a broad range of components including RF absorptive materials.
RE filters. active compensation systems. anlennas. antenna masts. turntables and eleciric and magnetic probes. RE test
cells. proprictars measurement software and other test aceessorics required to perform a variety of tests.
E'TS-Lindgren offers & varicty of services including calibration for antennas and field probes. chamber certification,
field survess. customer training and a varicty of product tests. E'T8-Lindgren serves the acoustics. medical. health and
safety. clectronics. wireless communications. automotive and defense markets.

Accounting policies of the scgments are the same as those deseribed in the summary of significant accounting policies
in Note | to the Consolidated I'inancial Statements. The operating units within ¢ach reporting segment have been
aggregated because of similar economic characteristics and mect the other aggregation criteria of FASE ASC 280,
We evaluate the performance of our operating units based on EBI L. which is defined as carnings before interest and
taxcs. EBIT on a consolidated basis is a non-GAAP {inancial measure. Intersegment sales and transfers are not
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significant. Scgment assets consist primarily of customer receivables. inventories. capitalized software and fined
assets directly assoeiated with the production processes of the segment. Segment depreciation and amortization is
based upon the direct assets listed above. Lhe 1ables below are presented on the basis of continuing operations and

cxclude discontinued operations,

Net Sales

{Dollars in millions)

Year ended September 30, 2021 2020 2019
A&D $ 314.8 3518 3257
UsG 2029 1917 2119
Test 197.7 186.9 1884
Consolidated totals $ 715.4 7305 7260

No customer exceeded 10% of sales in 2021 or 2039 and one customer exceeded 10% of sales in 2020,

EBIT

{Dollars in millions)

Year ended September 30, 2021 2020 2019
A&D $ 56.5 699 70.1
UsG 40.9 244 522
Test 276 272 254
Reconciiiation to consclidated totals (Corporate) (42.1} (78.4} (41.9)
Consolidated EBIT 82.9 431 106.0
Less: interest expense {2.2) (6.7) (8.1)
Earnings before income tax $ 80.7 36.4 87.9
Identifiable Assets

{Dollars in millions)

Year ended September 30, 2021 2020

A&D $ 270.0 276.2

USG 197.5 144.8

Test 153.6 153.0

Corporate 956.2 796.2

Consolidated totals § 1,577.3 1.370.2

Corporate consists primarily of deferred tanes. acquired intangible assets including goodwill and cash balances.

Capital Expenditures

{Dollars in millions)

Year ended September 30, 2021 2020 2019
A&D L 104 159 1.7
UsG 11.6 124 85
Test 47 36 40
Corporate - 0.2 -
Consolidated totals $ 26.7 321 242

In addition to the zhove ameunts. we incurred expenditures for capitalized software of $8.8 million. $9.0 million and

$8.4 mitlion in 2021. 2020 and 2019. respectivels .

Depreciation and Amortization

{Dollars in millions)

Year ended September 30, 2021 2020 2019

A&D $ 10.4 94 83
UsG 13.5 144 11.3
Test 5.2 50 51
Corporate 12.9 12.5 11.3
Consolidated totals $ 42.0 41.3 36.0
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Depreciation expense of property. plant and equipment was $21.2 million, $19.5 million and $16.5 million lor 2021,
2020 and 2019, respectively.

Geographic Information

Nef Sales

(Dollars in millions)

Year ended September 30, 2021 2020 2018
United States $ 517.0 5294 537.2
Asia 92.3 96.3 86.2
Eurcpe 535 5.3 450
Canada 27.0 ny 330
India 12.4 10.3 117
Cther 13.2 115 12.9
Consolidated totals $ 7154 7305 726.0

Long-Lived Assels
{Doltars in millions}

Year ended September 30. 2021 2020
United States $ 141.0 1315
Mexico 38 31
Other g5 53
Consclidated totals $ 154.3 1399

We anribute net sales to countries based on the location of the customer. We attribute long-lTived assets to countries
based on the location of the asset.

13. Commitments and Contingencies

At September 30, 2021, we had $8.5 million in letiers of credit outstanding as guarantees of contract performunce.
he Company also had a commitment to purchase the NRG building for approximately $10 million. which ¢losed in
the first quarter of fiscal 2022. As a normal incident of the businesses in which we are engaged. various claims.
charges and litigation are asserted or commenced from time to time against us. Additionalix. we are currently
imolved in various stages of investigation and remediation relating 1o environmental matters. 1t is the opinion of
Management that the aggregate costs invohved in the resolution of these matiers, and linal judgments, il'any. which
might be rendered against us are adequately accrued. are covered by insurance or are not likely to have a material
adverse effect on our tinancial results as the estimated exposure to loss is not material,
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14. Leases

Effective October 1. 2019 we adopted ASC 8420 Leases. We determine at fease inception whether an arrangement that
provides control oyer the use of an asset is a lease. We recognize at lease commencement a right-of-use (ROU) asset
and lease liability based on the present value of the future lease pay ments over the lease term. We hayv e elected not to
recognize a ROU asset and leasc labilits for leases with terms of 12 menths or less. Certain of cur leases include
options 1o extend the term of the lease for up to 20 ycars. When it is reasonably certain that we will exercise the
option. Management includes the impact of the option in the lease term for purposes of determining total future lease
pax ments. As most of our lease agreemenms do not explicitly state the discount rate implicitin the lease, Management
uses our incremental borrowing rale on the commencement date 1o caleulute the present value of future pay ments
hascd on the tenor of cach arrangement.

Our leases for real estate commonly include escalating payments, We include these variable lease pay ments in the
calculation of our ROU assct and lease labilits . [n addition 10 the present value of the future lease pay ments. the
caleulation of the RO asset also includes amy deferred rent. Jease pre-pay ments and initial direct costs of obtaining
the lease.

In addition to the hasc rent. real cstale leases typically contain provisions for common-arca maintenance and other
similar services. which are considered non-lease components for accounting purposes. Non-lease components are
excluded from our ROU ussets and lease liabilities and expensed as incurred.

Our leases are lor oflice space. manufacturing tacilities. and machinery and equipment.

The components of lease costs are shown below:

Year Ended Year Ended
September 30, September 30,

{Dollars in thousands) 2021 2020
Finance lease cost:

Amgrtization ) 2413 $ 2056

Interest on lease fliabilities 1,235 gr1
Operating lease cost 5.879 5,284
Total lease cost S 9527 $ 8,311

Additional informution related 1o Teases is shown below:
Year Ended Year Ended
September 30, September 30,

{Doliars in thousands) 2021 2020
Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows from operating leases $ 5504 $ 5223

Operating cash flows from finance leases 1,228 971

Financing cash flows from finance leases 1757 1,547
Right-of-use assets obtained in exchange for operating lease liabilities b 15,609 3 26,244
Weighted-average remaining lease term:

Operating leases 103 yrs. 6.0 yrs.

Finance leases 1.7 yrs. 12.5 yrs.
Weighted-average discount rate:

Operating leases 31% 21 %

Finance leases 42% 43 %
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The table below s a reconciliation of tuture undiscounted cash flows to the operating and linance lease liabilities. and
the related ROLU assets. presented on owr Consolidated Balance Sheet on September 30, 2021:

(Deliars in thousands) Operating Finance

Years Ending September 30: Leases Leases

2022 $ 5448 3,153
2023 4,679 3,235
2024 4,032 3,319
2025 3,654 3,39¢
2026 and thereafter 20,453 25,516
Total minimum lease payments 38,266 38,622
Less: amounts representing interest 5,691 8,092
Present value of net minimum lease payments b3 32,575 29,530
Less: current pertion of iease obligations 4,543 2,180
Non-current portion of lease obligations 28,032 27,350
ROU zssets ) 31,846 24964

The table below 1s a reconciliation of future undiscounted cash flows to the operating and finance lease liabilities. and
the related ROLU assels. presented on our Consolidated Balance Sheet on September 30. 2020:

{Dollars in thousands) Operating Finance

Years Ending September 30: Leases Leases

2021 $ 5614 2930
2022 4985 3,011
2023 3984 3,004
2024 2438 3477
2025 and thereafter 6.984 28,323
Total minimum lease payments 24.005 40,535
Less: amounts representing interest 2211 10,270
Present value of net minimum lease payments S 21,794 30,265
Less: current portion of lease obligations 5.009 1,937
Non-current portion of lease obligations 16,785 28,328
ROU assets $ 21,380 26,164

We include operating and finance lease liahilities in the Consolidated Balance Sheet in accrued other expenses
(current portion) and other liabilitics (long-term portion). We include operating lease RO asscls as a caption on the
Consolidated Balance Sheet and include [inance lcase ROE assets in Properts. plant and equipment on the
Consolidated Balance Sheet.
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15. Revenues
(a) Disaggregation of Revenues

Ihe tables below present our resenucs by custemer 1 pe. geographic location, and revenue recognition method for the
vears ended September 30, 2021 and 2020, as we believe this presentation best depicts how the nature. amount. timing
and uncertainty of net sales and cash [lows arc affected by economie factors. he tables also include a reconciliation
of the disapgregated revenue within our reportable segments.

Year Ended September 30, 2021

(in thousands} A&D UsG Test Total
Customer type;

Commercial .................cc.c0veviven.. $ 130,217 199,111 177,601 506,929

Government ... ... .. ... .. e 184,607 3,797 20,107 208,511
Totalrevenues. ..............cooevviivon.. $ 314824 202,908 197,708 715,440
Geographic location:

United States . . ............................ $ 275976 140,545 100,438 516,959

International ... ... ................ . ... ... 38,848 62,363 97,270 198,481
Totalrevenues. ....................... ... $ 314824 202,908 197,708 715,440
Revenue recognition method:

Pointintime... ..........................ss $ 136,449 153,163 40,609 330,221

Overtime ... ... ... ... . .. oo 178,375 49,745 157,059 385,219
Totalrevenues............................ $ 314,824 202,908 197,708 715,440

Year Ended Septernber 30. 2020

{In thousands) A&D USG Test Total
Customer type:

Commercial ... ... .. . ... . ... . ... $ 169484 184.906 158,420 512,810

Government. .. ... ... 182,392 6,797 28 472 217 661
Totalrevenues. . ... ... .. e $ 351876 101,703 186,892 730,471
Geographic location:

United States .. ... . ........ ... . ... ..... $ 302,711 134,601 92105 529,417

International . .. ... .. ... oo 49 165 57,102 94 787 201,054
Totalrevenues. ... ... .. ... .. ... ... $ 351,876 191,703 186,892 730,471
Revenue recognition method:

Pointintime. ... ... ... ... .. ... ... .. $ 180402 144,192 33,482 338,078

Overtime...... .. .. . ... ... ... ... ... 191,474 47 511 153 410 392,385
Totalrevenues, . .. ......... . . ... ... ... . ... $ 351,878 191,703 186,892 730,471

{b)} Remaining Performance Obligations

Our remaining performance obligations. which is the equivalent ol our backlog, represent the expected transaction
price allocated 1o our contracts that we expuct to recognize as revenug in future periods when we perform under the
contracts. These remaining obligations include amounts that hay e been formally appropriaied under contracts with the
LS. Government, and exclude unexercised contract oplions and polential orders under ordering-tvpe contracts such as
[ndefinite Delivery, Indefinite Quantity contracts. At Scptember 30. 2021, we had $592 million in remaining
performance obligations of which we expect 10 recognize revenues of 73% in the next twelve months.

{c) Contract assets and contract liabilities

We report assels and liabilities relaled 1o our contracts with customers on a contraci-by -contract basis a1 the end of
cach reporting period. At September 30, 2021, our contract asscts and contract liabilities totaled $93.8 million and
S108.8 million. respectively. During 2021, we recognized approximately $82 million in revenues that were included in
the contract liabilities balance at September 30. 2020.
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MANAGEMENT'S STATEMENT OF FINANCIAL RESPONSIBILITY

The Company’s Manugement is responsible for the tair presentation of the Company “s financial statements in
aceordance with accounting principles generally aceepted in the United States ol America. and lor their integrity and
accuracy , Management 1s confident that its linancial and business processes provide accurate information on a timels
basis.
Management. with the oversight ot ESCO s Board of Divectors, has established and maimains a strong cthical
climate in which the Company 's aftairs arc conducted. Management also has established an elfective system ol
internal conirols that proyide reasonahle assurance as to the Integrity and accuracy ot the financial siatements. and
vesponsibility Jor the Compam “s assets. KPMG LLP. the Compans s independent registered public accounting firm.
reports directly o the Audit and Finance Committee of the Board of Directors. The Audit and Finance Commitiee
hus established policies consistent with corporate relorm laws tor auditor independence, tn accordance with
corporate governance listing reguirements of the New York Stock Exchange:

* A majority of Board members are independent of the Company and its Management.

*  Allmembers ot the key Board committees — the Audit and Finance. the Human Resources and
Compensation and the Nominating and Corporate Gosernance Committees — arc independent.

*  lhe independent members of the Bourd meet regularly without the presence of Management.

*  The Company has a clear code ol ethics and a conflict of interest policy to ensure that key corporate
decisions are made by individuals who do not have a financial interest in the outcome. separate from their
interest as Company officials.

*  [he charters of the Board committees clearly establish their respectiy e roles and responsibilities.

*  The Company has a Corporate Lithics Committee. cthics officers at each operating location and an
ombudsman hot line available to all domestic employ ees and all foreign emplovees have local cthics
officers and access to the Company’™s ombudsman,

[he Company has a strong {Inancial team. {rom its executive leadership to cach of'its indiv idual contributors,
Management monitors compliance with its financial policies and practices over critical areas including internal controls.
{inancial accounting and reporting, accountability . and safeguarding ol its corporate assets. The internal audit function
maintains oversight ever the key arcas of the business and financial processes and controls. and reports directly 10 the
Audit and Finance Committee. Additionally. all employ ees are required 1o adhere to the 11SCO Code ol Business
Conduet and Ethics. which is monitored by the Carporate Lthics Committee.

Management is dedicated to ensuring that the standards of financial accounting and reporting that are established are
maintained. The Company’s culture demands integrity and a commitment 1o strong internal practices and policies.

Fhe Consolidated Financial Statements have been audited by KPMG LLP, whose report is included hercin.

November 29, 2021

/siVictor L. Richey ‘s/Christopher L. Tucker
Victor L. Richey Christopher 1. T'ucker
Chairman. Chief Exceutive Officer Senior Vice President

and President and Chief Financial OQfficer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Sharcholders and Board of Directors

ESCO Technologies Inc.:

Opinion on internal Contro! Qver Financial Reporting

We hayve gudited ESCO Technologics Ine. and subsidiaries” (the Company) internal control over financial reporting as
of September 30, 2021, based on criteria established in farernal Control — Integrated framework (2013, 1ssued by the
Comminee of Sponsaring Organizations ol the Treadway Commission. In our opinion. because of the efiect of'the
material weaknesses. described below, on the achievement of the objectives of the control criteria. the Company has
nol maintained ctective internal control oyver financial reporting as of September 30. 2021 hased on criteria
cstablished in faternal Control — Integrated Framework (2013 issued by the Committee of Sponsoring Organizalions
ol the Treadway Commission.

We also haye audited. in accordance with the standards of the Public Company Accounting Oversight Board (Linited
States) (PCAQOB ). the consoelidaied balance sheets of the Company as of September 30, 2021 and 2020, the related
consolidated statements of operations. comprehensive income, sharehelders™ equity . and cash flows for cach of the
years in the theee-vear periad ended September 30, 2021, and the related notes teollectively. the consolidated financial
statements). and our report dated November 292021 expressed an unqualified opinion on those consolidated financial
stalements.

A material weakness is a deficiency. or a combination of deficiencies. in internal contro! over financial reporting. such
that there is a reasonable possibility that a material misstatement of the company”’s annual or interim consolidated
financial statements will not be prevented or detected on a timely basis. A material weakness redated to an ineffective
risk asscssment process resulted in the ineffective design of certain controls over revenue recognition. and the
accumulation of iny eniery costs and the determination of inventory carrying v alues at a reporting unit has been
identified and included in management’s asscssment. The material weahnesses were considered in determining the
nature, timing. and extent of audit tests applied in our audit of the 2021 consolidated financial statements. and this
repoit does not allect our report on those consolidated financial statements.

The Company acquired 1.S.A. — Altanov a Group (Altanova) on July 29. 2021, and the assets of Phenix Technologies
(Phenix) on August 9. 2021, and management excluded from its assessment of the effectiveness of the Company “s
internal control over financial reporting as of September 3¢, 2021, Altanova’s and Phenix’s internal control over
{inanciai reporting associated with total assets representing 12.2 percent of consolidated asscts. and total sales
representing (.6 percent of consolidated net sales. included in the consolidated financial statements of ESCO
Teehnologies Inc. and subsidiarics as of and for the vear ended September 30. 2024, Our audit of internal control over
financial reporting o1 the Company also excluded an evaluation of the internal control over financial reporting of
Altanos g and Phenix.

Basis for Opinion

The Company “s management is responsible for maintaining effective internal control over financial reporting and for
{ts assessment ol the cffectiveness of internal control over financial reporting. included in the accompany ing
Management's Report on Internal Control over Financial Reporting. Qur responsibility is to eapress an opinion on the
Company’'s inlernal control over financial reporting based on our audit. We are a public accounting firm registered
with the PCAOB and are required to be independent with respect to the Company in accordance with the ULS. federal
securities laws and the applicahle rules and regulations of the Sccurities and Exchange Commission and the PCAOB,

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether ctfective internal control over financial reporting was
maintained in all material respects. Our audit of internal control over financial reporting included obtaining an
understanding of internal control over financial reporiing. assessing the risk that a material weakness exists. and
lesting and cvaluating the design and operating effectiv cness of internal contrel based on the assessed risk. Our audit
also included performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion.

Definition and Limitations of internal Control Over Financial Reporting

A company’s internal control over {inancial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal contro! over tinancial reporting includes those
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policies and procedures that (1) pertain to the maintenance of records that. in reasonable detail. accurately and fairly
reflect the transactions and dispositions of the assets of the company: (2) proside reasonable assurance that
transactions are recorded as necessary 10 permit preparation of financial statements in accordance with gencrally
accepted accounting principles. and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company : and (3} provide reasonable assurance regarding
prevention o timehy detection of unauthorized acquisition. use. or disposition of the compam s assets that could have
a material effect on the financial statements.

Because of'its inherent limitations. internal control over {inancial reporting may not prevent ar detect misstatements.
Also. projections of any evaluation of ellectivencess to future periods are subject 1o the risk that controls may become
inadequate because of changes in conditions. or that the degree of compliance with the policies or procedures may
deteriorate.

s RPMGLLP

St. Louis. Missouri
November 29,2021
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EXHIBITS

The following exhibits are submitted with and attached to this Form 10-K: exhibit numbers correspond to the exhibit
table in Hem 601 of Regulation S-K. For a complete list of exhibits including those incorporated by relerence. sec
[tem 13¢a) 3) of this Form 10-K. abovc.

Exhibit No. Exhibit

21 Subsidiaries of the Company

23 Counsenl of independent Registered Public Accounting Firm

A Certification of Chief Executive Officer

312 Certification of Chief Financial Officer

32 *  Certification of Chief Executive Officer and Chief Financial Officer
101.INS **  Inline XBRL Instance Document

101.5CH *  Inline XBRL Schema Document

101.CAL **  Inline XBRL Calculation Linkbase Dacument

101.LAB ** Inline XBRL Label Linkbase Document

101.PRE **Inline XBRL Presentation Linkbase Document

101.CEF *  Inline XBRL Definition Linkbase Document

104 ** Cover Page Inline interactive Data File {contained in Exhibit 101)

*  Furnished ¢and not filed} herewith pursuant 1o Item 601(b)32)(ii) of Regulation S-K.

#*  Exhibits 101 and 104 1o this report consist of documents formatted in XBRL (Latensible
Busincss Reporting Language) and filed with the Sceurities and 1ixchange Commission: they
are not included in printed copies of this Report.



Subsidiaries of ESCO Technologies Inc.

EXHIBIT 21

The following list omits certain of the Company s subsidiarics which, i1 considered in the aggregate as a single
subsidiary. would not. ay of the end of the year covered by this Report. constitute a “signiticant subsidiary™ as defined

in SEC Regulation 8-X.

Name

Beifing Lindgren ElectronMagnetic Technology Co.. Ltd.
Crissair, Inc.

Dobie Engineering Company

Daoble PowerTest Limited

ESCO International Holding Inc.

ESCO Technologies Holding LLC

ESCO UK Global Holdings Ltd
ETS-Lindgren Inc.

ETS-Lindgren OY

ETS-Lindgren Technology (Tianjin) Co., Ltd.
Giobe Composite Solutiohs, LLC

Hi-Tech Metals. Inc.

.8.A. - Altanova Group S.rl

Mayday Manufacturing Co,

Morgan Schaffer Ltd.

NRG Systems, Inc.

PTI Technologies Inc.

VACCO Industries

Westland Technologies, Inc,

State or Jurisdiction
of Incorporation

or Organization

People's Republic of China

California
Massachusetts
United Kingdom
Delaware
Delaware
United Kingdom
filinois

Finland

People’s Republic of China

Masgsachusetts
Texas

italy

Texas

Quebec. Canada
Vermont
Delaware
Califprnia

Califernia

Name(s) Under Which
It Does Business

Same; also ETS-Lindgren
Same

Same

Same

Same

Same

Same

Same

Same

Same: also ETS-Lindgren
Same

Same

Same: also Altanova
Same

Same

Same

Same

Same

Same: also Westland Machine Shop



EXHIBIT 23

Consent of Independent Reqgistered Public Accounting Firm

We consent o the incorporation by reference in the registration statements (Nos. 333-63930. 333-192663. 333-223029
and 333-231364) on FForm S-8 ol our reports dated November 29, 2021, with respect o the consolidated [inancial
statements of ESCO Technologies Ine. and the etfectiveness of internal control over financial reporting.

STRPMGLLE

St. Louis. Missouri
November 29, 2021



EXHIBIT 31.1

Certification

[. Victor L. Richey . eertify that
1. Thave reviewed this annual report on Form 10-K of ESCO Technologies Inc.:

2. Based on my knowledge. this report docs not contain any untrue statement of a material fact or omit o state a
material (act necessary to make the statements made. in light of the circumstances under which such
statements were made. not misleading with respect Lo the period covered by this report:

3. Based onmy knowledge. the financial statements. and other linancial information included in this report.
fairly present in all material respeets the financial condition. results ol operations and cash flows of the
registrant as of, and for. the periods presented in this report.

4. The registrani’s other cenify ing officer and [ are responsible for esiablishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢)) and internal control
over financial reporting (as defined in Exchange Act Rules [3a-15(0) and 13d-15(1) for the registrant. and
have:

(a) Designed such disclosure conirols and procedures, or caused such disclosure controls and procedures to
be designed under our superyvision. to ensure that material information relating 1o the registrant.
including its consolidated subsidiaries. is made known 1o us by others within those entitics. particularly
during the period in which this report is being prepared:

{b) Designed such internal control over financial reporting. or caused such internal control over financial
reporiing 1o be designed under our supervision. to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles:

{¢) Daaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effcetiveness of the disclosure controls and procedures. as of the end of
the period covered by this report based on such evaluation: and

(d) Disclosed in this report amy change in the registrant’s internal control over financial reporting that
ocewrred during the registrant’s most recent 1iscal quarter (the registrant’s fourth fiscal quarter in the
case ol an annual report) that has materially affected. or is reasonably likely to materialty affeet. the
registrant’s internal control over financial reporting: and

5. The registrant’s other certify ing officer and 1 hav e disclosed. based on our most recent evaluation of internal
control over financial reporting. to the registrant’s auditors and the audit and finance committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a} All significant deficicneies and material weaknesses in the design or operation of imernal control over
financial reporting which are reasonably likely 10 adversely affeet the registrant’s abitity to record.
process, summarize and report financial information: and

tb) Am fraud. whether or not material. that involves management or other employees who have a
significant role in the registrant’s internal control over tinancial reporting.

Date: November 26,2021

/si Vietor 1. Richey
Victor L. Riches
Chairman. President and Chief Exceutive Ofticer




EXHIBIT 31.2

Certification

1. Christopher L. Tucker. certify that
i, 1have reviewed this annual report on Form 10-K of ESCO Technologies [ne.:

2. Based onmy knowledge. this report dees nol contain any untrue statement of a material fact or omit 1o statc a
material fact necessary 1o make the statements made. in light of' the circumstances under which such
statements were made. not misleading with respect o the period covered by this report:

3. Based onmy knowledge, the linuncial statements. and other linancial information included in this report.
fairly present in all material respects the financial condition. results ol operations and cash flows of'the
registrant as of. and for. the periods presented in this report.

4. The registrant’s other certity ing officer and 1 are responsible for estabiishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15¢e) and 15d-15(e)) and internal control
over financial reporiing (as defined in Exchange Act Rules 13a-15(1) and 13d-15(D) for the registrant. and
have:

(2) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures o
be designed under our supervision. to ensure that material information relating to the registrant.
including its consolidated subsidiaries. is made known (0 us by others within those emities. particular]y
during the period in which this repert is being prepared:

(b Designed such internal control over financial reporting. or caused such imernal control oner linancial
reporting 1o be designed under our superision, 1o proide reasonable assurance regarding the reliability
ol financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles:

{c) Lvaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this
report our conelusions about the effectiv eness of the disclosure controls und procedures, as of'the end ot
the period covered by this report based on such evaluation: and

tdy Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s [burth fiscal quarter in the
case of un annual report) that has materially affected. or is reasonably likely to materially affect. the
registrant’s internal control over financial reporting: and

5. The registrant’s other centifs ing officer and | have disclosed. based on our most recent evaluation ol internal

control over financial reporting. to the registrant’s auditors and the audit and finance commitice of the

registrant’s board of directors (or persons performing the cquivalent functions):

(a) Al signilicant deficiencics and material weaknesses in the design or eperation of internal control oyer
financial reporting which are rcasonably tikely to adversely affeet the registrant’s ability to record.
process. summarize and report financial information: and

(b Any fraud. whether or not material. that involves management or other employ ces who have a
signilican rele in the registrant’s internal control over financial reporting.

[Date: November 29, 2021

s/ Christopher 1. Tucker
Christopher L. Tucker
Senior Vice President and Chief Financial Officer




EXHIBIT 32

Certification
Pursuant to 18 U.S.C. Section 1350
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In conneetion with the annual report of ESCO Technologies Ine. (the “Company™) on Form 10-K tor the peried ended
September 300 2021 as filed with the Securities and Exchange Commission on the date hereol'(the “Report™). we.
Victor L. Richey. Chairman, President and Chief Executive Officer of the Company. and Christopher L. ucker.
Senior Vice President and Chief Financial Officer of the Company. cerlify. to the hest of our know ledge. pursuant to
T8 1LS.C. Section 1350, as adopted pursuant te Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1 fhe Report fulls complics with the requirements of Section 13(aj or 13¢d) of the Securities Hvchange
Actol 1934; and
(2) I'he information contained in the Report fairly presents. in all material respects. the financial condition
and results of operations of the Compans .

Date: November 29, 2021

/s Vigtor L. Richey
Victor 1. Richey
Chairman. President and Chietf Executive Officer

/s/ Christopher 1. [ucker
Christopher L. Tucker
Senior Vice President and Chiel Financial Officer
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