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PART I-FINANCIAL INFORMATION

Item 1 – Financial Statements

Allegion plc
Condensed and Consolidated Statements of Comprehensive Income
(Unaudited) 

Three months ended Six months ended
 June 30, June 30,
In millions, except per share amounts 2021 2020 2021 2020
Net revenues $ 746.9 $ 589.5 $ 1,441.2 $ 1,264.2 
Cost of goods sold 426.4 342.9 823.3 724.5 
Selling and administrative expenses 175.1 150.1 341.2 318.0 
Impairment of goodwill and intangible assets — — — 96.3 
Operating income 145.4 96.5 276.7 125.4 
Interest expense 12.4 13.0 24.7 25.9 
Other income, net (3.2) (4.4) (6.7) (0.4)
Earnings before income taxes 136.2 87.9 258.7 99.9 
Provision for income taxes 17.4 14.2 31.7 25.7 
Net earnings 118.8 73.7 227.0 74.2 
Less: Net earnings attributable to noncontrolling interests 0.1 — 0.3 0.1 
Net earnings attributable to Allegion plc $ 118.7 $ 73.7 $ 226.7 $ 74.1 
Earnings per share attributable to Allegion plc ordinary shareholders:

Basic net earnings $ 1.32 $ 0.80 $ 2.51 $ 0.80 
Diluted net earnings $ 1.31 $ 0.80 $ 2.49 $ 0.80 

Weighted-average shares outstanding:
Basic 90.0 92.3 90.4 92.5 
Diluted 90.6 92.7 90.9 93.0 

Total comprehensive income $ 129.3 $ 94.3 $ 205.5 $ 61.4 
Less: Total comprehensive income (loss) attributable to noncontrolling interests 0.2 0.2 0.4 (0.3)
Total comprehensive income attributable to Allegion plc $ 129.1 $ 94.1 $ 205.1 $ 61.7 

See accompanying notes to condensed and consolidated financial statements.
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Allegion plc
Condensed and Consolidated Balance Sheets
(Unaudited) 

In millions, except share amounts
June 30, 

2021
December 31, 

2020
ASSETS
Current assets:

Cash and cash equivalents $ 460.2 $ 480.4 
Accounts and notes receivable, net 316.9 321.8 
Inventories 310.0 283.1 
Other current assets 57.1 53.9 
Assets held for sale — 5.8 

Total current assets 1,144.2 1,145.0 
Property, plant and equipment, net 286.8 294.9 
Goodwill 810.8 819.0 
Intangible assets, net 464.2 487.1 
Other noncurrent assets 354.1 323.4 

Total assets $ 3,060.1 $ 3,069.4 
LIABILITIES AND EQUITY
Current liabilities:

Accounts payable $ 233.0 $ 220.4 
Accrued expenses and other current liabilities 331.0 293.7 
Short-term borrowings and current maturities of long-term debt 0.1 0.2 
Liabilities held for sale — 7.2 

Total current liabilities 564.1 521.5 
Long-term debt 1,430.3 1,429.4 
Other noncurrent liabilities 278.3 285.9 

Total liabilities 2,272.7 2,236.8 
Equity:

Allegion plc shareholders’ equity:
Ordinary shares, $0.01 par value (89,765,421 and 91,212,741 shares issued and outstanding at June 30, 2021 and
December 31, 2020, respectively) 0.9 0.9 
Capital in excess of par value — — 
Retained earnings 961.8 985.6 
Accumulated other comprehensive loss (178.7) (157.1)

Total Allegion plc shareholders’ equity 784.0 829.4 
Noncontrolling interests 3.4 3.2 

Total equity 787.4 832.6 
Total liabilities and equity $ 3,060.1 $ 3,069.4 

See accompanying notes to condensed and consolidated financial statements.
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Allegion plc
Condensed and Consolidated Statements of Cash Flows
(Unaudited) 

Six months ended
 June 30,
In millions 2021 2020
Cash flows from operating activities:

Net earnings $ 227.0 $ 74.2 
Adjustments to arrive at net cash provided by operating activities:

Depreciation and amortization 41.9 39.7 
Impairment of goodwill and intangible assets — 96.3 
Changes in assets and liabilities and other non-cash items (1.4) (82.2)

Net cash provided by operating activities 267.5 128.0 
Cash flows from investing activities:

Capital expenditures (17.9) (24.4)
Other investing activities, net (0.8) (6.2)

Net cash used in investing activities (18.7) (30.6)
Cash flows from financing activities:

Short-term (repayments) borrowings, net (0.1) 0.6 
Dividends paid to ordinary shareholders (64.6) (58.7)
Repurchase of ordinary shares (199.8) (94.1)
Other financing activities, net (0.6) 3.0 

Net cash used in financing activities (265.1) (149.2)
Effect of exchange rate changes on cash, cash equivalents and restricted cash (3.9) (2.6)
Net decrease in cash, cash equivalents and restricted cash (20.2) (54.4)
Cash, cash equivalents and restricted cash - beginning of period 480.4 358.7 
Cash, cash equivalents and restricted cash - end of period $ 460.2 $ 304.3 

See accompanying notes to condensed and consolidated financial statements.
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ALLEGION PLC

NOTES TO CONDENSED AND CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1 - BASIS OF PRESENTATION

The  accompanying  Condensed  and  Consolidated  Financial  Statements  of  Allegion  plc,  an  Irish  public  limited  company,  and  its  consolidated  subsidiaries
("Allegion" or the "Company"), reflect the consolidated operations of the Company and have been prepared in accordance with United States ("U.S.") Securities
and  Exchange  Commission  ("SEC")  interim  reporting  requirements.  Accordingly,  the  accompanying  Condensed  and  Consolidated  Financial  Statements  do  not
include all disclosures required by accounting principles generally accepted in the United States of America ("GAAP") for full financial statements and should be
read in conjunction with the Consolidated Financial Statements included in the Allegion Annual Report on Form 10-K for the year ended December 31, 2020. In
the  opinion  of  management,  the  accompanying  Condensed  and  Consolidated  Financial  Statements  contain  all  adjustments,  which  include  normal  recurring
adjustments, necessary to state fairly the consolidated unaudited results for the interim periods presented.

NOTE 2 - RECENT ACCOUNTING PRONOUNCEMENTS

Recently Adopted Accounting Pronouncements:

In December 2019, the FASB issued ASU 2019-12, "Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes." The new guidance was intended
to simplify the accounting for income taxes by removing certain exceptions and by updating accounting requirements around franchise taxes, goodwill recognized
for tax purposes, the allocation of current and deferred tax expense among legal entities, among other minor changes. This ASU became effective for fiscal years
beginning after December 15, 2020, and interim periods within those annual periods. Accordingly, the Company adopted ASU 2019-12 on January 1, 2021, and
the adoption did not have a material impact to the Condensed and Consolidated Financial Statements.

In January 2020, the FASB issued ASU 2020-01, "Investments—Equity Securities (Topic 321), Investments—Equity Method and Joint Ventures (Topic 323), and
Derivatives and Hedging (Topic 815): Clarifying the Interactions between Topic 321, Topic 323, and Topic 815." The amendments in ASU 2020-01 clarify the
interaction  of  the  accounting  for  equity  securities  under  Topic  321  and  investments  accounted  for  under  the  equity  method  of  accounting.  This  ASU  became
effective for fiscal years beginning after December 15, 2020, and interim periods within those annual periods. Accordingly, the Company adopted ASU 2020-01 on
January 1, 2021, and the adoption did not have a material impact to the Condensed and Consolidated Financial Statements.

Recently Issued Accounting Pronouncements

In  March  2020,  the  FASB  issued  ASU  2020-04,  "Reference  Rate  Reform  (Topic  848):  Facilitation  of  the  Effects  of  Reference  Rate  Reform  on  Financial
Reporting." This ASU, along with related updates, provides temporary optional expedients and exceptions for applying GAAP to contract modifications, hedging
relationships and other transactions if certain criteria are met in order to ease the potential accounting and financial reporting burden associated with the expected
market transition away from the London Interbank Offered Rate (LIBOR) and other interbank offered rates to alternative reference rates.  The ASU is currently
effective and may be applied prospectively at any point through December 31, 2022 at the Company’s option. The Company is assessing what impact, if adopted,
ASU 2020-04 would have on the Condensed and Consolidated Financial Statements.

NOTE 3 - INVENTORIES

Inventories are stated at the lower of cost and net realizable value using the first-in, first-out (FIFO) method.

The major classes of inventories were as follows: 

In millions
June 30, 

2021
December 31, 

2020
Raw materials $ 121.0 $ 114.0 
Work-in-process 42.2 42.3 
Finished goods 146.8 126.8 
Total $ 310.0 $ 283.1 
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ALLEGION PLC
NOTES TO CONDENSED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

NOTE 4 - GOODWILL

The changes in the carrying amount of goodwill for the six months ended June 30, 2021, were as follows: 

In millions Allegion Americas
Allegion

International Total
December 31, 2020 (gross) $ 501.1 $ 891.5 $ 1,392.6 
Accumulated impairment — (573.6) (573.6)
December 31, 2020 (net) 501.1 317.9 819.0 
Acquisitions and adjustments (0.1) — (0.1)
Currency translation 0.1 (8.2) (8.1)
June 30, 2021 (net) $ 501.1 $ 309.7 $ 810.8 

As a result of the global economic disruption and uncertainty due to the COVID-19 pandemic arising during the first quarter of 2020, the Company concluded a
triggering event had occurred as of March 31, 2020, and performed interim impairment tests on the goodwill balances, at that time, of its previous EMEA and Asia
Pacific reporting units (which were combined to form the new Allegion International segment effective January 1, 2021). The results of the interim impairment
testing  indicated  that  the  estimated  fair  value  of  the  former  Asia  Pacific  reporting  unit  was  less  than  its  carrying  value.  Consequently,  a  goodwill  impairment
charge  of  $88.1  million  was  recorded,  which  is  included  in  Impairment  of  goodwill  and  intangible  assets  in  the  Condensed  and  Consolidated  Statement  of
Comprehensive Income for the six months ended June 30, 2020.

NOTE 5 - INTANGIBLE ASSETS

The gross amount of the Company’s intangible assets and related accumulated amortization were as follows: 
June 30, 2021 December 31, 2020

In millions
Gross carrying

amount
Accumulated
amortization

Net carrying
amount

Gross carrying
amount

Accumulated
amortization

Net carrying
amount

Completed technologies/patents $ 59.0 $ (27.1) $ 31.9 $ 59.9 $ (25.1) $ 34.8 
Customer relationships 405.8 (136.7) 269.1 415.5 (130.2) 285.3 
Trade names (finite-lived) 87.6 (57.5) 30.1 90.2 (57.4) 32.8 
Other 28.8 (12.1) 16.7 27.0 (11.1) 15.9 
Total finite-lived intangible assets 581.2 $ (233.4) 347.8 592.6 $ (223.8) 368.8 
Trade names (indefinite-lived) 116.4 116.4 118.3 118.3 
Total $ 697.6 $ 464.2 $ 710.9 $ 487.1 

Intangible  asset  amortization  expense  was  $15.9  million  and  $15.2  million  for  the  six  months  ended  June  30,  2021  and  2020,  respectively.  Future  estimated
amortization expense on existing intangible assets in each of the next five years amounts to approximately $29.8 million for full year 2021, $27.9 million for 2022,
$27.7 million for 2023, $27.7 million for 2024 and $26.8 million for 2025.

As a result of the global economic disruption and uncertainty due to the COVID-19 pandemic arising during the first quarter of 2020, the Company concluded a
triggering event had occurred as of March 31, 2020, and performed interim impairment testing on certain indefinite-lived trade names. Based on these tests, it was
determined that three of the Company's indefinite-lived trade names were impaired, and impairment charges of $8.2 million were recorded, which are included in
Impairment of goodwill and intangible assets in the Condensed and Consolidated Statement of Comprehensive Income for the six months ended June 30, 2020.

NOTE 6 - DIVESTITURES

As  previously  disclosed,  during  the  fourth  quarter  of  2020,  the  net  assets  of  the  Company's  Qatar  Metal  Industries  ("QMI")  business,  met  the  criteria  to  be
classified as held for sale, and accordingly, were written down to fair value, resulting in a Loss on assets held for sale in the fourth quarter of 2020 of $37.9 million.

On February 28,  2021,  the Company completed its  divestiture  of  QMI. The completion of  the divestiture  did not  have a material  impact  to the Condensed and
Consolidated Financial Statements for the six months ended June 30, 2021.
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ALLEGION PLC
NOTES TO CONDENSED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

NOTE 7 - DEBT AND CREDIT FACILITIES

Long-term debt and other borrowings consisted of the following: 

In millions
June 30, 

2021
December 31, 

2020
Term Facility $ 238.8 $ 238.8 
Revolving Facility — — 
3.200% Senior Notes due 2024 400.0 400.0 
3.550% Senior Notes due 2027 400.0 400.0 
3.500% Senior Notes due 2029 400.0 400.0 
Other debt 0.4 0.6 
Total borrowings outstanding 1,439.2 1,439.4 
Discounts and debt issuance costs, net (8.8) (9.8)
Total debt 1,430.4 1,429.6 
Less current portion of long-term debt 0.1 0.2 
Total long-term debt $ 1,430.3 $ 1,429.4 

Unsecured Credit Facilities

As of June 30, 2021, the Company has an unsecured Credit Agreement in place, consisting of a $700.0 million term loan facility (the “Term Facility”), of which
$238.8 million is outstanding at June 30, 2021, and a $500.0 million revolving credit facility (the “Revolving Facility” and, together with the Term Facility, the
“Credit  Facilities”).  The Credit  Facilities  mature on September 12, 2022, and are unconditionally guaranteed jointly and severally on an unsecured basis by the
Company and Allegion  US Holding  Company Inc.  ("Allegion  US Hold  Co"),  the  Company’s  wholly-owned subsidiary. Principal  amounts  repaid  on  the  Term
Facility may not be reborrowed, and the Company has satisfied its obligation to make quarterly installments on the Term Facility up to the maturity date, with the
remaining outstanding balance due on September 12, 2022.

The  Revolving  Facility  provides  aggregate  commitments  of  up  to  $500.0  million,  which  includes  up  to  $100.0  million  for  the  issuance  of  letters  of  credit.  At
June 30, 2021, there were no borrowings outstanding on the Revolving Facility and the Company had $14.3 million of letters of credit outstanding. Commitments
under the Revolving Facility may be reduced at any time without premium or penalty, and amounts repaid may be reborrowed.

Outstanding borrowings under the Credit Facilities accrue interest, at the option of the Company, of (i) a LIBOR rate plus the applicable margin or (ii) a base rate
plus the applicable margin. The applicable margin ranges from 1.125% to 1.500% depending on the Company’s credit ratings. At June 30, 2021, the Company's
outstanding borrowings under the Credit Facilities accrue interest at LIBOR plus a margin of 1.250%, resulting in an interest rate of 1.40%. The Credit Facilities
also  contain  negative  and  affirmative  covenants  and  events  of  default  that,  among  other  things,  limit  or  restrict  the  Company’s  ability  to  enter  into  certain
transactions. In addition, the Credit Facilities require the Company to comply with a maximum leverage ratio and a minimum interest expense coverage ratio, as
defined within the agreement. As of June 30, 2021, the Company was in compliance with all covenants.

Senior Notes

As of June 30, 2021, Allegion US Hold Co has $400.0 million outstanding of its 3.200% Senior Notes due 2024 (the “3.200% Senior Notes”) and $400.0 million
outstanding of its 3.550% Senior Notes due 2027 (the “3.550% Senior Notes”), while Allegion plc has $400.0 million outstanding of its 3.500% Senior Notes due
2029 (the “3.500% Senior Notes”). The 3.200% Senior Notes, 3.550% Senior Notes and 3.500% Senior Notes (collectively, the "Senior Notes") all require semi-
annual  interest  payments  on April  1  and October  1 of  each year  and will  mature  on October  1,  2024,  October  1,  2027,  and October  1,  2029,  respectively.  The
3.200% Senior Notes and the 3.550% Senior Notes are senior unsecured obligations of Allegion US Hold Co and rank equally with all of Allegion US Hold Co’s
existing  and  future  senior  unsecured  and  unsubordinated  indebtedness.  The  guarantee  of  the  3.200%  Senior  Notes  and  the  3.550%  Senior  Notes  is  the  senior
unsecured  obligation of  the  Company and ranks  equally  with  all  of  the  Company’s  existing and future  senior  unsecured  and unsubordinated indebtedness.  The
3.500%
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ALLEGION PLC
NOTES TO CONDENSED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

Senior Notes are senior unsecured obligations of Allegion plc, are guaranteed by Allegion US Hold Co and rank equally with all of the Company’s existing and
future senior unsecured indebtedness.

NOTE 8 - FINANCIAL INSTRUMENTS

In the normal course of business, the Company uses various financial instruments, including derivative instruments, to manage the risks associated with interest
and currency rate exposures. These financial instruments are not used for trading or speculative purposes. When a derivative contract is entered into, the Company
designates the derivative instrument as a cash flow hedge of a forecasted transaction, a cash flow hedge of a recognized asset or liability or as an undesignated
derivative. The Company formally documents its hedge relationships, including identification of the derivative instruments and the hedged items, as well as its risk
management objectives and strategies for undertaking the hedge transaction. This process includes linking derivative instruments that are designated as hedges to
specific assets, liabilities or forecasted transactions.

The Company assesses at inception and at least quarterly thereafter, whether the derivatives used in cash flow hedging transactions are effective in offsetting the
changes in the cash flows of the hedged item. To the extent the derivative is deemed to be an effective hedge, the fair market value changes of the instrument are
recorded to Accumulated other comprehensive loss and subsequently reclassified to Net earnings when the hedged transaction affects earnings, while changes in
the fair market value of derivatives not deemed to be an effective hedge are recorded in Net earnings in the period of change. The fair market value of derivative
instruments is determined through market-based valuations and may not be representative of the actual gains or losses that will be recorded when these instruments
mature due to future fluctuations in the markets in which they are traded. If the hedging relationship ceases to be effective subsequent to inception, or it becomes
probable  that  a  forecasted  transaction  is  no  longer  expected  to  occur,  the  hedging  relationship  will  be  undesignated  and  any  future  gains  and  losses  on  the
derivative instrument will be recorded in Net earnings.

Currency Hedging Instruments

The gross notional amount of the Company’s currency derivatives was $195.1 million and $218.9 million at June 30, 2021 and December 31, 2020, respectively.
The fair  values of  currency derivatives  included within the Condensed and Consolidated Balance Sheets  as  of  June 30,  2021 and December  31,  2020 were not
material, nor were either the losses included in Accumulated other comprehensive loss or the amount expected to be reclassified into Net earnings over the next
twelve months related to currency derivatives designated as cash flow hedges, although the actual amounts that will be reclassified to Net earnings may vary as a
result of future changes in market conditions.

The amounts associated with currency derivatives designated as hedges affecting Net earnings and Accumulated other comprehensive loss for the three months
ended June 30 were as follows:

  
Amount of gain recognized in Accumulated

other comprehensive loss Location of gain recognized 
in Net earnings

Amount of gain reclassified from Accumulated
other comprehensive loss and 
recognized into Net earnings

In millions 2021 2020 2021 2020
Currency derivatives $ 1.7 $ — Cost of goods sold $ 0.9 $ 2.1 

The  amounts  associated  with  currency  derivatives  designated  as  hedges  affecting  Net  earnings  and  Accumulated  other  comprehensive  loss  for  the six months
ended June 30 were as follows:

  
Amount of gain recognized in Accumulated

other comprehensive loss
Location of gain recognized 

in Net earnings

Amount of gain reclassified from Accumulated other
comprehensive loss and 

recognized into Net earnings

In millions 2021 2020 2021 2020
Currency derivatives $ 2.4 $ 3.0 Cost of goods sold $ 1.2 $ 2.1 

Gains and losses associated with the Company’s non-designated currency derivatives, which are offset by changes in the fair value of the underlying transactions,
are  included  within  Other  income,  net  in  the  Condensed  and Consolidated  Statements  of  Comprehensive  Income.  At  June  30,  2021,  the  maximum term of  the
Company’s currency derivatives, both those that are designated as cash flow hedges and those that are not, was less than one year.
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ALLEGION PLC
NOTES TO CONDENSED AND CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

Concentration of Credit Risk

The counterparties to the Company’s forward contracts consist of a number of investment grade major international financial institutions. The Company could be
exposed to losses in the event of nonperformance by the counterparties. However, the credit ratings and the concentration of risk in these financial institutions are
monitored on a continuous basis and present no significant credit risk to the Company.

NOTE 9 - LEASES

The Company records a right-of-use ("ROU") asset and lease liability for substantially all leases for which it is a lessee, in accordance with ASC 842. At inception
of a contract, the Company considers all relevant facts and circumstances to assess whether or not the contract represents a lease by determining whether or not the
contract conveys a right to control the use of an identified asset, either explicit or implicit, for a period of time in exchange for consideration. The Company has no
significant  lease  agreements  in  place  for  which  the  Company  is  a  lessor,  and  substantially  all  of  the  Company’s  leases  for  which  the  Company  is  a  lessee  are
classified as operating leases.  Total  rental  expense for the six months ended June 30, 2021 and 2020, was $22.0 million and $21.6 million,  respectively,  and is
classified within Cost of goods sold and Selling and administrative expenses within the Condensed and Consolidated Statements of Comprehensive Income. Rental
expense related to short-term leases, variable lease payments or other leases or lease components not included within the ROU asset or lease liability totaled $3.5
million  and $4.7  million,  respectively,  for  the  six  months  ended June  30,  2021 and 2020.  No material  lease  costs  have been capitalized  on the  Condensed and
Consolidated Balance Sheets as of June 30, 2021 or December 31, 2020.

If at lease commencement date, a lease has a term of less than 12 months and does not include a purchase option that is reasonably certain to be exercised, the
Company does not include the lease as part of its ROU asset or lease liability. If the Company enters into a large number of leases in the same month with the same
terms and conditions, these are considered a group (portfolio), assuming the lease model under this approach does not materially differ from applying ASC 842 to
each individual lease. When available, the Company will utilize the rate implicit in the lease as the discount rate to determine the lease liability. However, as this
rate  is  not  available  for  most  leases,  the  Company  will  use  its  incremental  borrowing  rate  as  the  discount  rate,  which  is  the  rate  at  inception  of  the  lease  the
Company would hypothetically incur to borrow over a similar term the funds needed to purchase the leased asset.

As a lessee, the Company categorizes its leases into two general categories: real estate leases and equipment leases.

The  Company’s  real  estate  leases  include  leased  production  and  assembly  facilities,  warehouses  and  distribution  centers,  office  space  and  to  a  lesser  degree,
employee  housing.  The terms and conditions  of  real  estate  leases  can  vary  significantly  from lease  to  lease.  The Company has  assessed  the  specific  terms and
conditions of each real estate lease to determine the amount of the lease payments and the length of the lease term, which includes the minimum period over which
lease payments are required plus any renewal options that are both within the Company’s control to exercise and reasonably certain of being exercised upon lease
commencement.  The  Company  assesses  all  relevant  factors  to  determine  if  sufficient  incentives  exist  as  of  lease  commencement  to  conclude  whether  or  not
renewal  is  reasonably  certain.  There  are  no material  residual  value  guarantees  provided by the  Company nor  any restrictions  or  covenants  imposed by the  real
estate leases to which the Company is a party.  In determining the lease liability,  the Company utilizes its  incremental  borrowing rate for debt instruments with
terms approximating the weighted-average term for its real estate leases to discount the future lease payments over the lease term to present value. The Company
does incur variable lease payments for certain of its real estate leases, such as reimbursements of property taxes, maintenance and other operational costs to the
lessor. In general, these variable lease payments are not captured as part of the lease liability or ROU asset, but rather are expensed as incurred.

The  Company’s  equipment  leases  include  vehicles,  material  handling  equipment,  other  machinery  and  equipment  utilized  in  the  Company’s  production  and
assembly facilities, warehouses and distribution centers, laptops and other IT equipment, and other miscellaneous leased equipment. Most of the equipment leases
are for terms ranging from two to five years, although terms and conditions can vary from lease to lease. The Company applies similar estimates and judgments to
its  equipment  lease  portfolio  in  determining  the  lease  payments  and lease  term as  it  does  to  its  real  estate  lease  portfolio.  There  are  no material  residual  value
guarantees provided by the Company nor any restrictions or covenants imposed by the equipment leases to which the Company is a party. In determining the lease
liability, the Company utilizes its incremental borrowing rate for debt instruments with terms approximating the weighted-average term for its equipment leases to
discount the future lease payments over the lease term to present value. The Company does not typically incur variable lease payments related to its equipment
leases.
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Amounts included within the Condensed and Consolidated Balance Sheets related to the Company’s ROU asset and lease liability were as follows:
June 30, 2021 December 31, 2020

In millions Balance Sheet classification Real estate Equipment Total Real estate Equipment Total
ROU asset Other noncurrent assets $ 55.5 $ 32.0 $ 87.5 $ 59.5 $ 32.5 $ 92.0 

Lease liability - current
Accrued expenses and other current
liabilities 14.4 13.3 27.7 14.7 12.9 27.6 

Lease liability - noncurrent Other noncurrent liabilities 42.6 18.9 61.5 46.5 19.8 66.3 

Other information:
Weighted-average remaining term (years) 6.9 3.0 7.0 3.2
Weighted-average discount rate 3.8 % 2.4 % 3.9 % 2.7 %

The following table summarizes additional information related to the Company’s leases for the six months ended June 30:
2021 2020

In millions Real estate Equipment Total Real estate Equipment Total
Cash paid for amounts included in the measurement of lease liabilities $ 10.0 $ 8.5 $ 18.5 $ 9.7 $ 7.2 $ 16.9 
ROU assets obtained in exchange for new lease liabilities 4.0 4.6 8.6 1.5 6.8 8.3 

The Company frequently enters into both real estate and equipment leases in the normal course of business. While there have been lease agreements entered into
that have not yet commenced as of June 30, 2021, none of these leases provide new rights or obligations to the Company that are material individually or in the
aggregate.

Future Repayments

Scheduled minimum lease payments required under non-cancellable operating leases for both the real estate and equipment lease portfolios for the remainder of
2021 and for each of the years thereafter as of June 30, 2021, are as follows:

In millions
Remainder of

2021 2022 2023 2024 2025 Thereafter Total
Real estate leases $ 8.5 $ 14.9 $ 10.0 $ 7.2 $ 5.9 $ 19.2 $ 65.7 
Equipment leases 7.4 11.9 7.6 4.0 2.1 0.2 33.2 
Total $ 15.9 $ 26.8 $ 17.6 $ 11.2 $ 8.0 $ 19.4 $ 98.9 

The difference between the total undiscounted minimum lease payments and the combined current and noncurrent lease liabilities as of June 30, 2021, is due to
imputed interest of $9.7 million.

NOTE 10 - DEFINED BENEFIT PLANS

The Company sponsors several U.S. and non-U.S. defined benefit pension plans to eligible employees and retirees. The noncontributory defined benefit pension
plans covering non-collectively bargained U.S. employees provide benefits on an average pay formula while most plans for collectively bargained U.S. employees
provide benefits on a flat dollar benefit formula. The non-U.S. pension plans generally provide benefits based on earnings and years of service. The Company also
maintains other supplemental plans for officers and other key employees.

The components of the Company’s Net periodic pension benefit cost (income) for the three and six months ended June 30 were as follows:
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U.S.
Three months ended Six months ended

In millions 2021 2020 2021 2020
Service cost $ 1.7 $ 1.9 $ 3.4 $ 3.8 
Interest cost 1.7 2.5 3.4 4.9 
Expected return on plan assets (3.4) (3.6) (6.9) (7.3)
Administrative costs and other 0.3 0.4 0.6 0.9 
Net amortization of:

Prior service costs — — 0.1 0.1 
Plan net actuarial losses 0.9 1.0 1.8 2.0 

Net periodic pension benefit cost $ 1.2 $ 2.2 $ 2.4 $ 4.4 

Non-U.S.
Three months ended Six months ended

In millions 2021 2020 2021 2020
Service cost $ 0.5 $ 0.5 $ 1.1 $ 1.0 
Interest cost 1.2 1.7 2.5 3.4 
Expected return on plan assets (3.4) (3.2) (6.9) (6.5)
Administrative costs and other 0.5 0.3 1.0 0.7 
Net amortization of:

Prior service costs 0.1 — 0.1 — 
Plan net actuarial losses 0.3 0.3 0.7 0.7 

Net periodic pension benefit income $ (0.8) $ (0.4) $ (1.5) $ (0.7)

Service  cost  is  recorded  in  Cost  of  goods  sold  and  Selling  and  administrative  expenses,  while  the  remaining  components  of  Net  periodic  pension  benefit  cost
(income) are recorded in Other income, net within the Condensed and Consolidated Statements of Comprehensive Income.

Employer contributions were not material during the six months ended June 30, 2021 and 2020. Contributions of approximately $10 million are expected during
the remainder of 2021.

NOTE 11 - FAIR VALUE MEASUREMENTS

Fair value is defined as the exchange price that would be received to sell an asset or paid to transfer a liability (an exit price) in the principal or most advantageous
market for the asset or liability in an orderly transaction between market participants on the measurement date. Fair value measurements are based on a framework
that utilizes the inputs market participants use to determine the fair value of an asset or liability and establishes a fair value hierarchy to prioritize those inputs. The
fair value hierarchy is comprised of three levels that are described below:

• Level 1 – Inputs based on quoted prices in active markets for identical assets or liabilities.

• Level 2 – Inputs other than Level 1 quoted prices, such as quoted prices for similar assets or liabilities; quoted prices in markets that are not active; or
other inputs that are observable or can be corroborated by observable market data for substantially the full term of the asset or liability.

• Level 3 – Unobservable inputs based on little or no market activity and that are significant to the fair value of the assets and liabilities.

The  fair  value  hierarchy  requires  an  entity  to  maximize  the  use  of  observable  inputs  and  minimize  the  use  of  unobservable  inputs  when  measuring  fair  value.
Observable inputs are obtained from independent sources and can be validated by a third party, whereas unobservable inputs reflect assumptions regarding what a
third party would use in pricing an asset or liability based on the best information available under the circumstances. A financial instrument’s categorization within
the fair value hierarchy is based upon the lowest level of input that is significant to the fair value measurement.
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Assets and liabilities measured at fair value at June 30, 2021, were as follows: 
 Fair value measurements

Total 
fair valueIn millions

Quoted prices in
active markets for

identical assets
(Level 1)

Significant other
observable inputs

(Level 2)

Significant
unobservable inputs

(Level 3)
Recurring fair value measurements
Assets:

Investments $ — $ 23.6 $ — $ 23.6 
Derivative instruments — 1.4 — 1.4 
       Total asset recurring fair value measurements $ — $ 25.0 $ — $ 25.0 

Liabilities:
Derivative instruments $ — $ 2.7 $ — $ 2.7 
Deferred compensation and other retirement plans — 25.0 — 25.0 

Total liability recurring fair value measurements $ — $ 27.7 $ — $ 27.7 
Financial instruments not carried at fair value

Total debt $ — $ 1,527.0 $ — $ 1,527.0 
Total financial instruments not carried at fair value $ — $ 1,527.0 $ — $ 1,527.0 

Assets and liabilities measured at fair value at December 31, 2020, were as follows:
 Fair value measurements

Total 
fair valueIn millions

Quoted prices in
active markets for

identical assets
(Level 1)

Significant other
observable inputs

(Level 2)

Significant
unobservable inputs

(Level 3)
Recurring fair value measurements
Assets:

Investments $ — $ 23.5 $ — $ 23.5 
Derivative instruments — 1.6 — 1.6 

Total asset recurring fair value measurements $ — $ 25.1 $ — $ 25.1 
Liabilities:

Derivative instruments $ — $ 3.4 $ — $ 3.4 
Deferred compensation and other retirement plans — 25.1 — 25.1 

Total liability recurring fair value measurements $ — $ 28.5 $ — $ 28.5 
Financial instruments not carried at fair value

Total debt $ — $ 1,541.4 $ — $ 1,541.4 
Total financial instruments not carried at fair value $ — $ 1,541.4 $ — $ 1,541.4 

The Company determines the fair value of its financial assets and liabilities using the following methodologies:

• Investments – These  instruments  include  equity  mutual  funds  and corporate  bond funds.  The fair  value  is  obtained based on observable  market  prices
quoted on public exchanges for similar instruments.

• Derivative instruments – These instruments include foreign currency contracts for non-functional currency balance sheet exposures, including both those
that are and are not designated as cash flow hedges. The fair value of the foreign currency contracts is determined based on a pricing model that uses spot
rates and forward prices from actively quoted currency markets that are readily accessible and observable.

• Deferred compensation and other retirement plans – These include obligations related to deferred compensation and other retirement plans adjusted for
market performance. The fair value is obtained based on observable market prices quoted on public exchanges for similar instruments.
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• Debt –  These  instruments  are  recorded  at  cost  and  include  senior  notes  maturing  through  2029.  The  fair  value  of  the  long-term  debt  instruments  is
obtained based on observable market prices quoted on public exchanges for similar instruments.

The  carrying  values  of  Cash  and  cash  equivalents,  Accounts  and  notes  receivable,  Accounts  payable  and  Accrued  expenses  and  other  current  liabilities  are  a
reasonable estimate of their fair value due to the short-term nature of these instruments.

The Company had investments in debt and equity securities without readily determinable fair values of $18.8 million and $13.7 million as of June 30, 2021 and
December 31, 2020, respectively, which are classified as Other noncurrent assets within the Condensed and Consolidated Balance Sheets. These investments are
measured  at  cost  minus  impairment,  if  any,  plus  or  minus  changes  resulting  from  observable  price  changes  in  orderly  transactions  for  identical  or  similar
investments  of  the  same  issuer  and  are  qualitatively  assessed  for  impairment  indicators  at  each  reporting  period.  These  investments  are  considered  to  be
nonrecurring fair value measurements, and thus, are not included in the fair value tables above.

The  methodologies  used  by  the  Company  to  determine  the  fair  value  of  its  financial  assets  and  liabilities  at  June  30,  2021,  are  the  same  as  those  used  at
December 31, 2020.

NOTE 12 - EQUITY

The changes in the components of Equity for the six months ended June 30, 2021, were as follows:
Allegion plc shareholders' equity

Ordinary shares

In millions
Total
equity Amount Shares

Capital in
excess of par

value
Retained
earnings

Accumulated other
comprehensive loss

Noncontrolling 
interests

Balance at December 31, 2020 $ 832.6 $ 0.9 91.2 $ — $ 985.6 $ (157.1) $ 3.2 
Net earnings 108.2 — — — 108.0 — 0.2 
Other comprehensive loss, net (32.0) — — — — (32.0) — 
Repurchase of ordinary shares (149.7) — (1.3) (4.4) (145.3) — — 
Share-based compensation activity 4.4 — 0.1 4.4 — — — 
Dividends to ordinary shareholders ($0.36 per share) (32.5) — — — (32.5) — — 
Other — — — — 0.1 — (0.1)

Balance at March 31, 2021 731.0 0.9 90.0 — 915.9 (189.1) 3.3 
Net earnings 118.8 — — — 118.7 — 0.1 
Other comprehensive income, net 10.5 — — — — 10.4 0.1 
Repurchase of ordinary shares (50.1) — (0.4) (9.7) (40.4) — — 
Share-based compensation activity 9.7 — 0.2 9.7 — — — 
Dividends to noncontrolling interests (0.1) — — — — — (0.1)
Dividends to ordinary shareholders ($0.36 per share) (32.4) — — — (32.4) — — 

Balance at June 30, 2021 $ 787.4 $ 0.9 89.8 $ — $ 961.8 $ (178.7) $ 3.4 
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The changes in the components of Equity for the six months ended June 30, 2020, were as follows: 
Allegion plc shareholders' equity

Ordinary shares

In millions
Total
equity Amount Shares

Capital in
excess of par

value
Retained
earnings

Accumulated other
comprehensive loss

Noncontrolling 
interests

Balance at December 31, 2019 $ 760.4 $ 0.9 92.7 $ — $ 975.1 $ (218.6) $ 3.0 
Cumulative effect of adoption of ASC 326, Financial
Instruments – Credit Losses (2.2) — — — (2.2) — — 
Net earnings 0.5 — — — 0.4 — 0.1 
Other comprehensive loss, net (33.4) — — — — (32.8) (0.6)
Repurchase of ordinary shares (94.1) — (0.9) (12.2) (81.9) — — 
Share-based compensation activity 12.2 — 0.4 12.2 — — — 
Dividends to ordinary shareholders ($0.32 per share) (29.6) — — — (29.6) — — 

Balance at March 31, 2020 613.8 0.9 92.2 — 861.8 (251.4) 2.5 
Net earnings 73.7 — — — 73.7 — — 
Other comprehensive income, net 20.6 — — — — 20.4 0.2 
Share-based compensation activity 1.6 — — 1.6 — — — 
Dividends to noncontrolling interests (0.2) — — — — — (0.2)
Dividends to ordinary shareholders ($0.32 per share) (29.5) — — — (29.5) — — 

Balance at June 30, 2020 $ 680.0 $ 0.9 92.2 $ 1.6 $ 906.0 $ (231.0) $ 2.5 

In February 2017, the Company’s Board of Directors approved a share repurchase authorization of up to $500 million of the Company’s ordinary shares (the "2017
Share Repurchase Authorization"). On February 6, 2020, the Company’s Board of Directors approved a new share repurchase authorization of up to, and including,
$800 million of the Company’s ordinary shares (the "2020 Share Repurchase Authorization"), replacing the existing 2017 Share Repurchase Authorization. During
the six months ended June 30, 2021 and 2020, the Company paid $199.8 million and $94.1 million, respectively, to repurchase the ordinary shares reflected in the
tables above on the open market under these share repurchase authorizations. As of June 30, 2021, the Company has approximately $414.4 million still available to
be repurchased under the 2020 Share Repurchase Authorization.

Accumulated Other Comprehensive Loss

The changes in Accumulated other comprehensive loss for the six months ended June 30, 2021, were as follows:

In millions Cash flow hedges
Pension and
OPEB items

Foreign currency
items Total

December 31, 2020 $ (0.9) $ (120.3) $ (35.9) $ (157.1)
Other comprehensive income (loss) before reclassifications 2.4 (0.5) (24.4) (22.5)
Amounts reclassified from accumulated other comprehensive loss (1.2) 2.5 — 1.3 
Tax expense (0.3) (0.1) — (0.4)
June 30, 2021 $ — $ (118.4) $ (60.3) $ (178.7)

(a)
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The changes in Accumulated other comprehensive loss for the six months ended June 30, 2020, were as follows:

In millions Cash flow hedges
Pension and
OPEB items

Foreign currency
items Total

December 31, 2019 $ 0.5 $ (126.2) $ (92.9) $ (218.6)
Other comprehensive income (loss) before reclassifications 2.2 4.5 (19.1) (12.4)
Amounts reclassified from accumulated other comprehensive loss (2.5) 2.7 — 0.2 
Tax benefit (expense) 0.1 (0.3) — (0.2)
June 30, 2020 $ 0.3 $ (119.3) $ (112.0) $ (231.0)

(a)     Amounts reclassified from Accumulated other comprehensive loss and recognized into Net earnings related to cash flow hedges are recorded in Cost of
goods sold and Interest expense. Amounts reclassified from Accumulated other comprehensive loss and recognized into Net earnings related to pension
and postretirement benefits other than pensions ("OPEB") items are recorded in Other income, net.

NOTE 13 - SHARE-BASED COMPENSATION

The Company records share-based compensation awards using a fair value method and recognizes compensation expense for an amount equal to the fair value of
the share-based payment issued in its financial  statements.  The Company’s share-based compensation plans include programs for stock options,  restricted stock
units ("RSUs"), performance stock units ("PSUs") and deferred compensation.

Compensation Expense

Share-based compensation expense is included in Cost of goods sold and Selling and administrative expenses within the Condensed and Consolidated Statements
of Comprehensive Income. The following table summarizes the expenses recognized for the three and six months ended June 30:

Three months ended Six months ended
In millions 2021 2020 2021 2020
Stock options $ 0.4 $ 0.4 $ 3.2 $ 3.0 
RSUs 2.3 2.2 7.9 7.6 
PSUs 2.6 (1.0) 3.9 0.4 
Deferred compensation 1.0 2.2 1.4 0.2 
Pre-tax expense 6.3 3.8 16.4 11.2 
Tax benefit (0.9) (1.0) (2.0) (1.4)
After-tax expense $ 5.4 $ 2.8 $ 14.4 $ 9.8 

(a)      Tax benefit  reflected in the table above does not include the excess benefit  from exercises and vesting of share based compensation of $1.0 million
during the three months ended June 30, 2021, and $1.3 million and $4.0 million during the six months ended June 30, 2021 and 2020, respectively.

(a)

(a)
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Stock Options / RSUs

Eligible participants may receive (i)  stock options, (ii)  RSUs or (iii)  a combination of both stock options and RSUs. Grants issued during the six months ended
June 30 were as follows:
 2021 2020

 
Number 
granted

Weighted- 
average fair 

value per award
Number 
granted

Weighted- 
average fair 

value per award
Stock options 179,743 $ 24.99 161,600 $ 25.62 
RSUs 124,762 $ 111.05 77,570 $ 126.19 

The fair value of each of the Company’s stock option and RSU awards is expensed on a straight-line basis over the required service period, which is generally the
three-year vesting period. However, for stock options and RSUs granted to retirement eligible employees, the Company recognizes expense for the fair value at the
grant date.

The average fair value of the stock options granted is determined using the Black-Scholes option-pricing model. The following assumptions were used during the
six months ended June 30:

2021 2020
Dividend yield 1.32 % 0.99 %
Volatility 27.14 % 20.70 %
Risk-free rate of return 0.75 % 1.41 %
Expected life (years) 6.0 6.0

Volatility is based on the Company’s historic volatility. The risk-free rate of return is based on the yield curve of a zero-coupon U.S. Treasury bond on the date the
award is granted with a maturity equal to the expected term of the award. The expected life of the Company’s stock option awards is derived from the simplified
approach  based  on  the  weighted-average  time  to  vest  and  the  remaining  contractual  term  and  represents  the  period  of  time  that  awards  are  expected  to  be
outstanding.

Performance Stock

The  Company  has  a  Performance  Stock  Program  ("PSP")  for  key  employees  which  provides  awards  in  the  form  of  PSUs  based  on  performance  against  pre-
established objectives.  The annual  target  award level  is  expressed as  a number of  the Company’s ordinary shares.  All  PSUs are  settled in the form of  ordinary
shares unless deferred. During the six months ended June 30, 2021, the Company granted PSUs with a maximum award level of approximately 0.1 million shares.

In February 2019, 2020 and 2021, the Company’s Compensation Committee granted PSUs that were earned based 50% upon a performance condition, measured at
each reporting period by earnings per share ("EPS") performance in relation to pre-established targets set by the Compensation Committee, and 50% upon a market
condition, measured by the Company’s relative total shareholder return ("TSR") against the S&P 400 Capital Goods Index over a three-year performance period.
The  fair  values  of  the  market  conditions  are  estimated  using  a  Monte  Carlo  Simulation  approach  in  a  risk-neutral  framework  to  model  future  stock  price
movements based upon historical volatility, risk-free rates of return and correlation matrix.

Deferred Compensation

Prior to 2019, the Company allowed key employees to defer a portion of their  eligible granted PSUs and/or compensation into a number of investment choices
including  its  ordinary  share  equivalents.  Any  amounts  invested  in  ordinary  share  equivalents  will  be  settled  in  ordinary  shares  of  the  Company  at  the  time  of
distribution.

NOTE 14 - RESTRUCTURING ACTIVITIES

During  the  three  months  ended  June  30,  2021  and  2020,  the  Company  recorded  $0.5  million  and  $14.4  million,  respectively,  of  expenses  associated  with
restructuring activities.  During the six months ended June 30,  2021 and 2020,  the Company recorded $3.2 million and $16.5 million,  respectively,  of  expenses
associated  with  restructuring  activities.  Restructuring  activities  in  both  2021  and  2020  were  primarily  associated  with  the  Allegion  International  segment  and
related to workforce reductions intended to optimize and simplify operations and cost  structure,  although approximately $5 million of the restructuring charges
incurred
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during the three and six months ended June 30, 2020 related to the Allegion Americas segment and Corporate. Restructuring charges for both the three and six
month  periods  ended  June  30,  2021  and  2020,  respectively,  are  primarily  included  within  Selling  and  administrative  expenses  within  the  Condensed  and
Consolidated Statements of Comprehensive Income.

The changes in the restructuring reserve during the six months ended June 30, 2021, were as follows:
In millions Total
December 31, 2020 $ 5.3 
Additions, net of reversals 3.0 
Cash payments (6.5)
Currency translation (0.1)
June 30, 2021 $ 1.7 

The majority of the costs accrued as of June 30, 2021, are expected to be paid within one year.

NOTE 15 - OTHER INCOME, NET

The components of Other income, net for the three and six months ended June 30 were as follows: 
Three months ended Six months ended

In millions 2021 2020 2021 2020
Interest income $ (0.1) $ (0.1) $ (0.1) $ (0.6)
Foreign currency exchange loss (gain) 0.8 (0.1) 1.2 0.8 
(Earnings) loss from equity method investments (0.4) — 0.3 0.5 
Net periodic pension and postretirement benefit income, less service cost (2.0) (0.5) (3.9) (1.0)
Other (1.5) (3.7) (4.2) (0.1)
Other income, net $ (3.2) $ (4.4) $ (6.7) $ (0.4)

NOTE 16 - INCOME TAXES

The effective income tax rates for the three months ended June 30, 2021 and 2020, were 12.8% and 16.2%, respectively.  The decrease in the effective tax rate
compared to 2020 is primarily due to favorable year-over-year changes in the amounts recognized for valuation allowances, share-based compensation deductions
and the remeasurement of deferred tax balances due to the enactment of a jurisdictional tax rate change, which were partially offset by the mix of income earned in
lower tax rate jurisdictions.

The  effective  income  tax  rates  for  the  six  months  ended  June  30,  2021  and 2020,  were  12.3% and  25.7%,  respectively.  The  decrease  in  the  effective  tax  rate
compared  to  2020  is  primarily  due  to  the  unfavorable  tax  impact  recognized  in  2020  related  to  goodwill  and  intangible  asset  impairment  charges,  which  was
partially offset by an unfavorable year-over-year change in share-based compensation deductions and the mix of income earned in lower tax rate jurisdictions.

NOTE 17 - EARNINGS PER SHARE (EPS)

Basic EPS is calculated by dividing Net earnings attributable to Allegion plc by the weighted-average number of ordinary shares outstanding for the applicable
period. Diluted EPS is calculated after adjusting the denominator of the basic EPS calculation for the effect of all potentially dilutive ordinary shares, which in the
Company’s case includes shares issuable under share-based compensation plans.

The following table summarizes the weighted-average number of ordinary shares outstanding for basic and diluted EPS calculations for the three and six months
ended June 30:
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Three months ended Six months ended
In millions 2021 2020 2021 2020
Weighted-average number of basic shares 90.0 92.3 90.4 92.5 
Shares issuable under share-based compensation plans 0.6 0.4 0.5 0.5 
Weighted-average number of diluted shares 90.6 92.7 90.9 93.0 

At June 30, 2021, 0.2 million stock options were excluded from the computation of weighted-average diluted shares outstanding because the effect of including
these shares would have been anti-dilutive.

NOTE 18 - NET REVENUES

Net revenues are recognized based on the satisfaction of performance obligations under the terms of a contract. A performance obligation is a promise in a contract
to transfer control of a distinct product or to provide a service, or a bundle of products or services, to a customer. The Company has two principal revenue streams,
tangible product sales and services. Approximately 99% of consolidated Net revenues involve contracts with a single performance obligation, which is the transfer
of control of a product or bundle of products to a customer. Transfer of control typically occurs when goods are shipped from the Company’s facilities or at other
predetermined  control  transfer  points  (for  instance,  destination  terms).  Net  revenues  are  measured  as  the  amount  of  consideration  expected  to  be  received  in
exchange for transferring control of the products and takes into account variable consideration, such as sales incentive programs including discounts and volume
rebates. The existence of these programs does not preclude revenue recognition but does require the Company’s best estimate of the variable consideration to be
made based on expected activity, as these items are reserved for as a deduction to Net revenues over time based on the Company’s historical rates of providing
these incentives and annual forecasted sales volumes.  The Company also offers  a standard warranty with most product  sales,  and the value of such warranty is
included in the contractual price. The corresponding expense of the warranty obligation is accrued as a liability (see Note 20).

The  Company’s  remaining  Net  revenues  involve  services,  including  installation  and  consulting.  Unlike  the  single  performance  obligation  to  ship  a  product  or
bundle  of  products,  revenue  recognition  related  to  services  is  delayed  until  the  service  performance  obligations  are  satisfied.  In  some  instances,  customer
acceptance  provisions  are  included in  sales  arrangements  to  give  the  buyer  the  ability  to  ensure  the  service  meets  the  criteria  established  in  the  order.  In  these
instances, revenue recognition is deferred until the performance obligations are satisfied, which could include acceptance terms specified in the arrangement being
fulfilled through customer acceptance or a demonstration that established criteria have been satisfied.  During the six months ended June 30, 2021 and 2020, no
adjustments were recorded related to performance obligations satisfied in previous periods.

The  Company  applies  the  practical  expedients  allowed  under  ASC  606,  "Revenue  from  Contracts  with  Customers",  to  omit  the  disclosure  of  remaining
performance  obligations  for  contracts  with  an  original  expected  duration  of  one  year  or  less  and  for  contracts  where  the  Company  has  the  right  to  invoice  for
performance  completed  to  date.  The  transaction  price  is  not  adjusted  for  the  effects  of  a  significant  financing  component,  as  the  time  period  between  control
transfer of goods and services is less than one year.  Sales,  value-added and other similar taxes collected by the Company are excluded from Net revenues.  The
Company has also elected to account for shipping and handling activities that occur after control of the related goods transfers as fulfillment activities instead of
performance  obligations.  These  activities  are  included  in  Cost  of  goods  sold  in  the  Condensed  and  Consolidated  Statements  of  Comprehensive  Income.  The
Company’s payment terms are generally consistent with the industries in which its businesses operate.

The following tables show the Company’s Net revenues related to both tangible product sales and services for the three and six months ended June 30, 2021 and
2020, respectively, disaggregated by business segment. Net revenues are shown by tangible product sales and services, as contract terms, conditions and economic
factors affecting the nature, amount, timing and uncertainty around revenue recognition and cash flows are substantially similar within each of these two principal
revenue streams:
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Three months ended June 30, 2021 Six months ended June 30, 2021

In millions Allegion Americas
Allegion

International Total Allegion Americas
Allegion

International Consolidated
Net revenues
Products $ 548.9 $ 189.3 $ 738.2 $ 1,047.1 $ 378.4 $ 1,425.5 
Services 0.5 8.2 8.7 1.2 14.5 15.7 
Total Net revenues $ 549.4 $ 197.5 $ 746.9 $ 1,048.3 $ 392.9 $ 1,441.2 

Three months ended June 30, 2020 Six months ended June 30, 2020

In millions Allegion Americas
Allegion

International Total Allegion Americas
Allegion

International Consolidated
Net revenues
Products $ 444.3 $ 138.6 $ 582.9 $ 956.4 $ 295.1 $ 1,251.5 
Services — 6.6 6.6 — 12.7 12.7 
Total Net revenues $ 444.3 $ 145.2 $ 589.5 $ 956.4 $ 307.8 $ 1,264.2 

As  of  June  30,  2021,  neither  the  contract  assets  related  to  the  Company’s  right  to  consideration  for  work  completed  but  not  billed,  nor  the  contract  liabilities
associated with contract revenue were material. As a practical expedient, the Company recognizes incremental costs of obtaining a contract, if any, as an expense
when incurred if the amortization period of the asset would have been one year or less. The Company does not have any costs to obtain or fulfill a contract that are
capitalized.

NOTE 19 - BUSINESS SEGMENT INFORMATION

The Company classifies its business into the following two reportable segments based on industry and market focus: Allegion Americas and Allegion International.
The Company largely evaluates performance based on Segment operating income and Segment operating margins. Segment operating income is the measure of
profit  and  loss  that  the  Company’s  chief  operating  decision  maker  uses  to  evaluate  the  financial  performance  of  the  business  and  as  the  basis  for  resource
allocation, performance reviews and compensation. For these reasons, the Company believes that Segment operating income represents the most relevant measure
of  segment  profit  and  loss.  The  Company’s  chief  operating  decision  maker  may  exclude  certain  charges  or  gains,  such  as  corporate  charges  and  other  special
charges,  from  Operating  income  to  arrive  at  a  Segment  operating  income  that  is  a  more  meaningful  measure  of  profit  and  loss  upon  which  to  base  operating
decisions. The Company defines Segment operating margin as Segment operating income (loss) as a percentage of the segment’s Net revenues.

As previously announced, effective January 1, 2021, the Company combined its previous operations in Europe, the Middle East and Africa ("EMEA") and Asia
Pacific into a new segment named Allegion International, in addition to renaming its Americas segment "Allegion Americas". Business segment information for
EMEA and Asia Pacific for the three and six months ended June 30, 2020, has been combined in the table below to reflect this change in reportable segments.
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A summary of operations by reportable segment for the three and six months ended June 30 was as follows:

Three months ended Six months ended
In millions 2021 2020 2021 2020
Net revenues
Allegion Americas $ 549.4 $ 444.3 $ 1,048.3 $ 956.4 
Allegion International 197.5 145.2 392.9 307.8 
     Total $ 746.9 $ 589.5 $ 1,441.2 $ 1,264.2 
Segment operating income (loss)
Allegion Americas $ 150.4 $ 120.8 $ 285.8 $ 267.4 
Allegion International 18.1 (9.2) 33.5 (106.0)

Total 168.5 111.6 319.3 161.4 
Reconciliation to Operating income
Unallocated corporate expense (23.1) (15.1) (42.6) (36.0)

Operating income 145.4 96.5 276.7 125.4 
Reconciliation to earnings before income taxes
Interest expense 12.4 13.0 24.7 25.9 
Other income, net (3.2) (4.4) (6.7) (0.4)

Earnings before income taxes $ 136.2 $ 87.9 $ 258.7 $ 99.9 

NOTE 20 - COMMITMENTS AND CONTINGENCIES

The  Company  is  involved  in  various  litigation,  claims  and  administrative  proceedings,  including  those  related  to  environmental  and  product  warranty  matters.
Amounts recorded for identified contingent liabilities are estimates, which are reviewed periodically and adjusted to reflect additional information when it becomes
available. Subject to the uncertainties inherent in estimating future costs for contingent liabilities, except as expressly set forth in this note, management believes
that any liability which may result from these legal matters would not have a material adverse effect on the financial condition, results of operations, liquidity or
cash flows of the Company.

Environmental Matters

The Company is dedicated to an environmental program to reduce the utilization and generation of hazardous materials during the manufacturing process and to
remediate  identified  environmental  concerns.  As  to  the  latter,  the  Company  is  currently  engaged  in  site  investigations  and  remediation  activities  to  address
environmental cleanup from past operations at current and former production facilities. The Company regularly evaluates its remediation programs and considers
alternative  remediation  methods  that  are  in  addition  to,  or  in  replacement  of,  those  currently  utilized  by  the  Company  based  upon  enhanced  technology  and
regulatory changes. Changes to the Company’s remediation programs may result in increased expenses and increased environmental reserves.

The Company is sometimes a party to environmental lawsuits and claims and has received notices of potential violations of environmental laws and regulations
from the U.S. Environmental Protection Agency and similar state authorities. It has also been identified as a potentially responsible party ("PRP") for cleanup costs
associated with off-site waste disposal at  federal  Superfund and state remediation sites for past operations.  For all  such sites,  there are other PRPs and, in most
instances, the Company’s involvement is minimal.

In estimating its liability, the Company has assumed it will not bear the entire cost of remediation of any site to the exclusion of other PRPs who may be jointly and
severally liable. The ability of other PRPs to participate has been taken into account, based on our understanding of the parties’ financial condition and probable
contributions on a per site basis. Additional lawsuits and claims involving environmental matters are likely to arise from time to time in the future.

During  the  six  months  ended  June  30,  2021  and  2020,  the  Company  incurred  $0.2  million  and  $0.8  million,  respectively,  of  expenses  for  environmental
remediation at sites presently or formerly owned or leased by the Company. Environmental
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remediation costs are recorded in Costs of goods sold within the Condensed and Consolidated Statements of Comprehensive Income.

As of June 30, 2021 and December 31, 2020, the Company has recorded reserves for environmental matters of $17.7 million and $21.1 million, respectively. The
total reserve at June 30, 2021 and December 31, 2020, included $4.1 million and $4.4 million, respectively, related to remediation of sites previously disposed by
the  Company.  Environmental  reserves  are  classified  as  Accrued  expenses  and  other  current  liabilities  or  Other  noncurrent  liabilities  within  the  Condensed  and
Consolidated  Balance  Sheets  based  on  the  timing  of  their  expected  future  payment.  The  Company’s  total  current  environmental  reserve  at  June  30,  2021  and
December 31, 2020, was $4.0 million and $6.1 million,  respectively,  and the remainder is classified as noncurrent.  Given the evolving nature of environmental
laws, regulations and technology, the ultimate cost of future compliance is uncertain.

Warranty Liability

Standard product warranty accruals are recorded at the time of sale and are estimated based upon product warranty terms and historical experience. The Company
assesses the adequacy of its  liabilities  and will  make adjustments  as necessary based on known or anticipated warranty claims,  or  as new information becomes
available. The changes in the standard product warranty liability for the six months ended June 30 were as follows:
In millions 2021 2020
Balance at beginning of period $ 16.5 $ 15.9 
Reductions for payments (5.1) (3.3)
Accruals for warranties issued during the current period 6.8 3.9 
Changes to accruals related to preexisting warranties — (0.2)
Currency translation (0.1) (0.1)
Balance at end of period $ 18.1 $ 16.2 

Standard product warranty liabilities are classified as either Accrued expenses and other current liabilities or Other noncurrent liabilities within the Condensed and
Consolidated Balance Sheets based on the timing of the expected future payments.
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Item 2 – Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following Management’s  Discussion and Analysis  of  Financial  Condition and Results  of  Operations contains  forward-looking statements  that  involve risks
and  uncertainties.  Our  actual  results  may  differ  materially  from  the  results  discussed  in  the  forward-looking  statements.  Factors  that  may  cause  a  difference
include, but are not limited to, those discussed under Part I, Item 1A – Risk Factors in the Annual Report on Form 10-K for the fiscal year ended December 31,
2020. The following section is qualified in its entirety by the more detailed information, including our Condensed and Consolidated Financial Statements and the
notes thereto, which appears elsewhere in this Quarterly Report.

Overview

Organization

Allegion plc ("Allegion," "the Company", "we," "our," or "us") is a leading global provider of security products and solutions operating in two segments: Allegion
Americas and Allegion International.  We sell a wide range of security products and solutions for end-users in commercial,  institutional and residential facilities
worldwide,  including the education,  healthcare,  government,  hospitality,  commercial  office  and single  and multi-family  residential  markets.  Our leading brands
include CISA®, Interflex®, LCN®, Schlage®, SimonsVoss® and Von Duprin®.
Recent Developments

COVID-19 Pandemic and Industry Outlook

The COVID-19 pandemic has led to numerous negative impacts on the global economy and on our business. In fiscal year 2020, we experienced a limited number
of temporary facility shutdowns due either to government mandate or to help ensure employee safety, most notably in Italy and the Baja region of Mexico during
the second quarter of 2020. Some of the negative impacts from the COVID-19 pandemic, such as continuing government-imposed restrictions on the conduct of
business  and  travel  or  other  mandates,  are  continuing  to  adversely  impact  our  ability  to  carry  out  business  as  usual  in  certain  markets.  Further,  there  could  be
continued negative impacts as the COVID-19 virus mutates into more contagious or severe strains, particularly if a resurgence in COVID-19 cases leads to new or
reimposed limitations, restrictions or other mandates.

While the COVID-19 pandemic continues to impact various regions throughout the globe in an unequal manner (due, in part, to differences in distribution rates of
vaccines), some areas, particularly in the Americas and Western Europe, have seen a strong economic recovery in 2021, accelerating through the second quarter as
vaccination rates rise and government restrictions on the conduct of business and travel continue to ease. Nonetheless, the pandemic and related economic recovery
will likely continue to impact us in numerous and evolving ways that we may not be able to accurately predict. Most notably, demand for our products and services
in  the  current  quarter  has  exceeded  recent  expectations,  which,  when  also  taking  into  consideration  the  muted  demand  and  temporary  plant  shut-downs  we
experienced  in  the  second  quarter  of  2020  as  a  result  of  the  COVID-19  pandemic,  has  resulted  in  substantial  revenue  growth  rates  across  nearly  all  of  our
businesses.  This  growth  was  led  by  our  Allegion  Americas'  residential  business  due  to  a  continued  elevated  level  of  do-it-yourself  (DIY)  home projects  and  a
robust  residential  housing  construction  market.  High  growth  rates  were  also  realized  in  most  of  our  Allegion  International  businesses,  reflecting  both  the
continuing  economic  rebound  from  the  COVID-19  pandemic  and  the  diminished  economic  activity  in  the  second  quarter  of  2020.  Additionally,  our  Allegion
Americas'  non-residential  business  returned  to  growth  during  the  current  quarter,  benefiting  from  increasing  demand  related  to  retrofit,  repair  and  other
discretionary projects.

The  quick  pace  of  economic  recovery  in  certain  markets  has  also  led  to  several  macroeconomic  challenges  becoming  more  pronounced  in  the  current  quarter,
including  supply  chain  disruptions  and  delays;  shortages  in  materials  (such  as  the  global  shortage  in  electronic  components);  labor  shortages  and  increased
absenteeism;  and  increased  commodity,  material  component,  packaging,  freight  and  labor  inflation.  These  challenges  have  periodically  resulted  in  production
interruptions  and  delays  in  being  able  to  meet  the  elevated  level  of  demand  in  certain  markets.  While  most  of  these  challenges  are  considered  temporary,  we
currently anticipate them to continue for the remainder of 2021. We continue to closely monitor the effects of the pandemic and on-going economic recovery on all
aspects  of  our  business  and  the  markets  in  which  we  operate.  Where  possible,  we  have  implemented  numerous  measures  to  mitigate  the  above  mentioned
challenges; however, their full impacts on our business, results of operations, financial condition and cash flows remain uncertain. The challenges and uncertainties
related to the COVID-19 pandemic and its potential impact on our business, results of operations, financial condition and cash flows, as well as other challenges
and uncertainties that could affect our businesses are described further under Part I, Item 1A. "Risk Factors" contained in our Annual Report on Form 10-K for the
year ended December 31, 2020.
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QMI Divestiture

As previously disclosed, during the fourth quarter of 2020, the net assets of our Qatar Metal Industries ("QMI") business, met the criteria to be classified as held for
sale, and accordingly, were written down to fair value, resulting in a Loss on assets held for sale in the fourth quarter of 2020 of $37.9 million.

On  February  28,  2021,  we  completed  our  divestiture  of  QMI.  The  impacts  of  this  divestiture  on  our  results  of  operations  for  the  three  and  six  months  ended
June 30, 2021 are reflected in the discussions below.

2021 Dividends and Share Repurchases

During the six months ended June 30, 2021, we paid dividends of $0.72 per ordinary share to shareholders and repurchased approximately 1.7 million shares for
$199.8 million.

Results of Operations – Three months ended June 30 

In millions, except per share amounts 2021
% of 

revenues 2020
% of 

revenues
Net revenues $ 746.9 $ 589.5 
Cost of goods sold 426.4 57.1 % 342.9 58.2 %
Selling and administrative expenses 175.1 23.4 % 150.1 25.5 %
Operating income 145.4 19.5 % 96.5 16.4 %
Interest expense 12.4 13.0 
Other income, net (3.2) (4.4)
Earnings before income taxes 136.2 87.9 
Provision for income taxes 17.4 14.2 
Net earnings 118.8 73.7 
Less: Net earnings attributable to noncontrolling interests 0.1 — 
Net earnings attributable to Allegion plc $ 118.7 $ 73.7 

Diluted net earnings per ordinary share attributable to Allegion plc
ordinary shareholders: $ 1.31 $ 0.80 

The discussions that follow describe the significant factors contributing to the changes in our results of operations for the periods presented and form the basis used
by management to evaluate the financial performance of the business.

Net Revenues

Net revenues for the three months ended June 30, 2021, increased by 26.7%, or $157.4 million, compared with the same period in 2020, due to the following:

Pricing 2.1 %
Volume 21.7 %
Divestitures (0.8)%
Currency exchange rates 3.7 %
Total 26.7 %

The increase  in Net  revenues was principally  driven by higher  volumes across  nearly all  of  our businesses  and regions due in part  to  a strong and accelerating
economic recovery in the current quarter in most of the key markets we serve, contrasted with the muted demand and temporary plant shut-downs we experienced
due to the COVID-19 pandemic in the second quarter of 2020. Additional increases were driven by improved pricing and the impact of foreign currency exchange
rate movements. These increases were slightly offset by the divestiture of our QMI business in February of the current year.

Pricing  includes  increases  or  decreases  of  price,  including  discounts,  surcharges  and/or  other  sales  deductions,  on  our  existing  products  and  services.  Volume
includes increases or decreases of revenue due to changes in unit volume of existing products and services, as well as new products and services.

22



Table of Contents

Operating Income/Margin

Operating income for the three months ended June 30, 2021, increased $48.9 million compared to the same period in 2020. Operating margin, which we define as
Operating income as a percentage of total Net revenues, for the three months ended June 30, 2021, increased to 19.5% from 16.4% for the same period in 2020,
due to the following:

In millions Operating Income Operating Margin
June 30, 2020 $ 96.5 16.4 %
Inflation in excess of pricing and productivity (8.4) (1.6) %
Volume / product mix 44.1 2.8 %
Restructuring / acquisition expenses 13.8 2.4 %
Currency exchange rates 4.0 0.1 %
Investment spending (5.8) (1.0) %
Divestitures 1.2 0.4 %
June 30, 2021 $ 145.4 19.5 %

The increases in Operating income and Operating margin were primarily due to favorable volume/product mix and a year-over-year decrease in restructuring and
acquisition expenses. Also contributing to the increases were foreign currency exchange rate movements and the impact of our QMI divestiture. These increases
were partially offset by inflation in excess of pricing and productivity improvements and increased investment spending.

Inflation in excess of pricing and productivity includes the impact to both Operating income and Operating margin from pricing, as defined above, in addition to
productivity and inflation. Productivity represents improvements in unit costs of materials,  cost reductions related to improvements to our manufacturing design
and processes and reductions in selling and administrative expenses due to productivity projects. Inflation includes both unit costs for the current period compared
to  the  average  actual  cost  for  the  prior  period,  multiplied  by  current  year  volumes,  and  current  period  costs  of  ongoing  selling  and  administrative  functions
compared by the same ongoing expenses in the prior period. Expenses related to increased head count for strategic initiatives, new facilities or other significant
spending for strategic initiatives or new product and channel development, are captured in Investment spending in the table above. Inflation in excess of pricing
and  productivity  improvements  in  the  second  quarter  of  2021  reflects  the  impact  of  certain  benefits  realized  in  the  prior  year  as  a  result  of  the  COVID-19
pandemic,  such as non-U.S.  government  incentives,  reductions  in  variable  and  share-based  compensation  and  reductions  or  delays  of  other  business  spending,
which either did not recur or are returning to more normalized levels in the current year, in addition to the increased commodity, material component, packaging,
freight and labor inflation discussed above.

Volume/product mix represents the impact to both Operating income and Operating margin due to increases or decreases of revenue due to changes in unit volume,
including new products and services, including the effect of changes in the mix of products and services sold on Cost of goods sold.

Interest Expense

Interest  expense for the three months ended June 30, 2021, decreased $0.6 million compared with the same period in 2020, primarily due to a lower weighted-
average interest rate on our outstanding indebtedness.

Other Income, Net

The components of Other income, net for the three months ended June 30, 2021 and 2020, were as follows:

In millions 2021 2020
Interest income $ (0.1) $ (0.1)
Foreign currency exchange loss (gain) 0.8 (0.1)
Earnings from equity method investments (0.4) — 
Net periodic pension and postretirement benefit income, less service cost (2.0) (0.5)
Other (1.5) (3.7)
Other income, net $ (3.2) $ (4.4)
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Provision for Income Taxes

The effective income tax rates for the three months ended June 30, 2021 and 2020, were 12.8% and 16.2%, respectively.  The decrease in the effective tax rate
compared to 2020 is primarily due to favorable year-over-year changes in the amounts recognized for valuation allowances, share-based compensation deductions
and the remeasurement of deferred tax balances due to the enactment of a jurisdictional tax rate change, which were partially offset by the mix of income earned in
lower tax rate jurisdictions.

Results of Operations – Six months ended June 30

In millions, except per share amounts 2021
% of 

revenues 2020
% of 

revenues
Net revenues $ 1,441.2 $ 1,264.2 
Cost of goods sold 823.3 57.1 % 724.5 57.3 %
Selling and administrative expenses 341.2 23.7 % 318.0 25.2 %
Impairment of goodwill and intangible assets — — % 96.3 7.6 %
Operating income 276.7 19.2 % 125.4 9.9 %
Interest expense 24.7 25.9 
Other income, net (6.7) (0.4)
Earnings before income taxes 258.7 99.9 
Provision for income taxes 31.7 25.7 
Net earnings 227.0 74.2 
Less: Net earnings attributable to noncontrolling interests 0.3 0.1 
Net earnings attributable to Allegion plc $ 226.7 $ 74.1 

Diluted net earnings per ordinary share attributable to Allegion plc
ordinary shareholders: $ 2.49 $ 0.80 

The discussions that follow describe the significant factors contributing to the changes in our results of operations for the periods presented and form the basis used
by management to evaluate the financial performance of the business.

Net revenues

Net revenues for the six months ended June 30, 2021, increased by 14.0%, or $177.0 million, compared with the same period in 2020, due to the following:

Pricing 1.3 %
Volume 10.0 %
Divestitures (0.6)%
Currency exchange rates 3.3 %
Total 14.0 %

The increase in Net revenues was principally driven by higher volumes,  improved pricing and the impact  of foreign currency exchange rate movements.  These
increases were slightly offset by the divestiture of our QMI business in February of the current year.

Operating Income/Margin

Operating income for the six months ended June 30, 2021, increased $151.3 million compared to the same period in 2020, and Operating margin for the six months
ended June 30, 2021, increased to 19.2% from 9.9% for the same period in 2020, due to the following:
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In millions Operating Income Operating Margin
June 30, 2020 $ 125.4 9.9 %
Inflation in excess of pricing and productivity — (0.2) %
Volume / product mix 38.3 1.0 %
Restructuring / acquisition expenses 14.1 1.1 %
Currency exchange rates 8.2 0.1 %
Investment spending (7.1) (0.5) %
Divestitures 1.5 0.2 %
Impairment of goodwill and intangible assets 96.3 7.6 %
June 30, 2021 $ 276.7 19.2 %

The increase in Operating income was primarily due to the prior year goodwill and intangible asset impairment charges, which did not recur in the current year,
and favorable volume/product  mix. Also contributing to the increase were a year-over-year  decrease in restructuring and acquisition expenses,  foreign currency
exchange rate movements and the impact of our QMI divestiture. These increases were partially offset by increased investment spending.

The increase in Operating margin was also primarily due to the prior year goodwill and intangible asset impairment charges, favorable volume/product mix and a
year-over-year decrease in restructuring and acquisition expenses, as well as foreign currency exchange rate movements and the impact of our QMI divestiture.
These increases were partially offset by inflation in excess of pricing and productivity improvements and increased investment spending.

Interest Expense

Interest  expense  for  the  six  months  ended  June  30,  2021,  decreased  $1.2  million  compared  with  the  same  period  in  2020,  primarily  due  to  a  lower  weighted-
average interest rate on our outstanding indebtedness.

Other Income, Net

The components of Other income, net for the six months ended June 30, 2021 and 2020, were as follows:

In millions 2021 2020
Interest income $ (0.1) $ (0.6)
Foreign currency exchange loss 1.2 0.8 
Loss from equity method investments 0.3 0.5 
Net periodic pension and postretirement benefit income, less service cost (3.9) (1.0)
Other (4.2) (0.1)
Other income, net $ (6.7) $ (0.4)

For the six months ended June 30, 2021, Other income, net increased $6.3 million compared with the same period in 2020, primarily due to investment gains in
2021, which are reflected in Other in the table above, and increased Net periodic pension and postretirement benefit income, less service cost.

Provision for Income Taxes

The  effective  income  tax  rates  for  the  six  months  ended  June  30,  2021  and  2020,  were  12.3% and  25.7%,  respectively.  The  decrease  in  the  effective  tax  rate
compared  to  2020  is  primarily  due  to  the  unfavorable  tax  impact  recognized  in  2020  related  to  goodwill  and  intangible  asset  impairment  charges,  which  was
partially offset by an unfavorable year-over-year change in share-based compensation deductions and the mix of income earned in lower tax rate jurisdictions.

Review of Business Segments

We operate in and report financial results for two segments: Allegion Americas and Allegion International. These segments represent the level at which our chief
operating decision maker reviews our financial performance and makes operating decisions.

Segment operating income is the measure of profit and loss that our chief operating decision maker uses to evaluate the financial performance of the business and
as the basis for resource allocation, performance reviews and compensation. For these
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reasons,  we  believe  that  Segment  operating  income  represents  the  most  relevant  measure  of  Segment  profit  and  loss.  Our  chief  operating  decision  maker  may
exclude certain charges or gains, such as corporate charges and other special charges, to arrive at a Segment operating income that is a more meaningful measure of
profit  and  loss  upon  which  to  base  our  operating  decisions.  We  define  Segment  operating  margin  as  Segment  operating  income  (loss)  as  a  percentage  of  the
segment’s Net revenues.

The segment discussions that follow describe the significant factors contributing to the changes in results for each segment included in Net earnings. As previously
announced,  effective  January  1,  2021,  we  combined  our  previous  operations  in  EMEA  and  Asia  Pacific  into  a  new  segment  named  Allegion  International,  in
addition to renaming our Americas segment "Allegion Americas". Business segment information for EMEA and Asia Pacific for the three and six months ended
June 30, 2020, has been combined in the segment results of operations presented below to reflect this change in reportable segments.

Segment Results of Operations - For the three and six months ended June 30
In millions 2021 2020 % Change 2021 2020 % Change
Net revenues

Allegion Americas $ 549.4 $ 444.3 23.7 % $ 1,048.3 $ 956.4 9.6 %
Allegion International 197.5 145.2 36.0 % 392.9 307.8 27.6 %

Total $ 746.9 $ 589.5 $ 1,441.2 $ 1,264.2 

Segment operating income (loss)
Allegion Americas $ 150.4 $ 120.8 24.5 % $ 285.8 $ 267.4 6.9 %
Allegion International 18.1 (9.2) 296.7 % 33.5 (106.0) 131.6 %

Total $ 168.5 $ 111.6 $ 319.3 $ 161.4 

Segment operating margin
Allegion Americas 27.4 % 27.2 % 27.3 % 28.0 %
Allegion International 9.2 % (6.3)% 8.5 % (34.4)%

Allegion Americas

Our Allegion Americas segment is  a  leading provider of security products and solutions throughout North America,  Central  America,  the Caribbean and South
America. The segment sells a broad range of products and solutions including locks, locksets, portable locks, key systems, door closers, exit devices, doors and
door systems, electronic products and access control systems to end-users in commercial, institutional and residential facilities, including the education, healthcare,
government,  hospitality,  commercial  office  and  single  and  multi-family  residential  markets.  This  segment’s  primary  brands  are  LCN,  Schlage,  Steelcraft,
Technical Glass Products ("TGP") and Von Duprin.

Net Revenues

Net revenues for the three months ended June 30, 2021, increased by 23.7%, or $105.1 million, compared to the same period in 2020, due to the following:

Pricing 2.5 %
Volume 20.4 %
Currency exchange rates 0.8 %
Total 23.7 %

The increase in Net revenues was principally driven by higher volumes, as well as improved pricing and the impact of foreign currency exchange rate movements.

Net revenues from non-residential products for the three months ended June 30, 2021, increased by a high single-digits percent compared to the same period in the
prior year, primarily driven by higher volumes from increasing demand related to retrofit, repair and other discretionary projects during the current quarter, as well
as the comparative impact of the depressed demand we experienced in the second quarter of 2020.

Net revenues from residential products for the three months ended June 30, 2021, increased by greater than seventy percent compared to the same period in the
prior year, primarily driven by higher volumes due to an elevated level of DIY home

26



Table of Contents

projects, a robust residential housing construction market and the comparative impact from the depressed demand and temporary plant shut-downs we experienced
in the second quarter of 2020. Strength in the residential products markets is currently expected to continue, and while the duration of this trend remains uncertain,
growth rates are not expected to remain at the level experienced in the current quarter,  primarily due to the specific circumstances of the comparable quarter of
2020 discussed above.

Additionally, growth in electronic security products and solutions has become an increased metric monitored by management and a focus of our investors. For the
three  months  ended  June  30,  2021,  Net  revenues  from  the  sale  of  electronic  products  in  the  Allegion  Americas  segment  increased  by  a  high  twenties  percent
compared  to  the  same period  in  the  prior  year,  primarily  driven  by higher  volumes  in  both  our  residential  and non-residential  businesses.  However,  a  surge  in
global demand for electronic components has led to supply chain challenges and component shortages, which became more pronounced during the second quarter
and has resulted in periodic production interruptions and delays in meeting the elevated levels of demand for our electronic products during the current quarter.
While  considered  temporary,  we  expect  these  challenges  to  continue  for  the  remainder  of  2021.  Electronic  products  include  all  electrified  product  categories
including, but not limited to, electronic locks, access controls and electrified exit devices.

Net revenues for the six months ended June 30, 2021, increased by 9.6%, or $91.9 million, compared to the same period in 2020, due to the following:

Pricing 1.6 %
Volume 7.5 %
Currency exchange rates 0.5 %
Total 9.6 %

The increase in Net revenues was principally driven by higher volumes, as well as improved pricing and the impact of foreign currency exchange rate movements.

Net revenues from non-residential products for the six months ended June 30, 2021, decreased by a low-single digits percent compared to the same period in the
prior year,  while Net revenues from residential  products for the six months ended June 30, 2021, increased by greater  than forty percent compared to the same
period in the prior year, driven principally by higher volumes related to the same factors discussed above. Net revenues from the sale of electronic products in the
Allegion Americas segment for the six months ended June 30, 2021, increased by a high single-digits percent compared to the same period in the prior year.

Operating income/margin

Segment operating income for the three months ended June 30, 2021, increased $29.6 million compared to the same period in 2020, and Segment operating margin
for the three months ended June 30, 2021, increased to 27.4% from 27.2%, due to the following:
In millions Operating Income Operating Margin
June 30, 2020 $ 120.8 27.2 %
Pricing and productivity in excess of inflation 0.3 (0.6) %
Volume / product mix 28.4 0.7 %
Currency exchange rates 0.2 (0.1) %
Investment spending (2.5) (0.6) %
Restructuring / acquisition expenses 3.2 0.8 %
June 30, 2021 $ 150.4 27.4 %

The increase in Segment operating income was primarily driven by favorable volume/product mix, as well as pricing and productivity improvements in excess of
inflation, foreign currency exchange rate movements and a year-over-year decrease in restructuring and acquisition expenses. These increases were partially offset
by increased investment spending.

The increase in Segment operating margin was primarily driven by favorable volume/product mix and a year-over-year decrease in restructuring and acquisition
expenses.  These  increases  were  partially  offset  by  the  impact  of  inflation  on  Segment  operating  margin  exceeding  the  impacts  from  pricing  and  productivity
improvements, as well as increased investment spending and foreign currency exchange rate movements.
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Segment operating income for the six months ended June 30, 2021, increased $18.4 million compared to the same period in 2020, and Segment operating margin
for the six months ended June 30, 2021, decreased to 27.3% from 28.0%, due to the following:
In millions Operating Income Operating Margin
June 30, 2020 $ 267.4 28.0 %
Pricing and productivity in excess of inflation 2.0 (0.2) %
Volume / product mix 15.2 (0.5) %
Currency exchange rates 1.8 0.1 %
Investment spending (3.7) (0.4) %
Restructuring / acquisition expenses 3.1 0.3 %
June 30, 2021 $ 285.8 27.3 %

The increase in Segment operating income was primarily driven by favorable volume/product mix, as well as pricing and productivity improvements in excess of
inflation, foreign currency exchange rate movements and a year-over-year decrease in restructuring and acquisition expenses. These increases were partially offset
by increased investment spending.

The decrease in Segment operating margin was primarily driven by the dilutive impact of product mix within the Allegion Americas segment, which exceeded the
benefits  from  higher  volumes,  as  well  as  increased  investment  spending  and  the  impact  of  inflation  exceeding  the  impacts  from  pricing  and  productivity
improvements. These decreases were partially offset by foreign currency exchange rate movements and a year-over-year decrease in restructuring and acquisition
expenses.

Allegion International

Our Allegion International  segment provides security products,  services and solutions primarily throughout Europe, Asia and Oceania.  The segment offers end-
users a broad range of products, services and solutions including locks, locksets, portable locks, key systems, door closers, exit devices, doors and door systems,
electronic  products  and access  control  systems,  as  well  as  time and attendance  and workforce  productivity  solutions.  This  segment’s  primary  brands are  AXA,
Bricard, Briton, CISA, Gainsborough, Interflex and SimonsVoss.

Net Revenues

Net revenues for the three months ended June 30, 2021, increased by 36.0%, or $52.3 million, compared to the same period in 2020, due to the following:
Pricing 0.9 %
Volume 25.7 %
Divestitures (3.2)%
Currency exchange rates 12.6 %
Total 36.0 %

The increase in Net revenues was driven by higher volumes across nearly all of the countries within our Allegion International segment, reflecting the accelerating
economic rebound in the second quarter of 2021, contrasted with the depressed demand and temporary plant shut-downs we experienced due to the COVID-19
pandemic in the second quarter of 2020. Improved pricing and foreign currency exchange rate movements also contributed to the increase in Net revenues. These
increases were partially offset by the divestiture of our QMI business, as discussed above.

Net revenues for the six months ended June 30, 2021, increased by 27.6%, or $85.1 million, compared to the same period in 2020, due to the following:
Pricing 0.7 %
Volume 17.6 %
Divestitures (2.3)%
Currency exchange rates 11.6 %
Total 27.6 %
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The increase in Net revenues was principally driven by higher volumes and foreign currency exchange rate movements,  in addition to improved pricing. These
increases were partially offset by the divestiture of our QMI business.

Operating income (loss)/margin

Segment  operating  income  (loss)  for  the  three  months  ended  June  30,  2021, was  favorable  $27.3  million  compared  to  the  same  period  in  2020,  and  Segment
operating margin for the three months ended June 30, 2021, improved to 9.2% from (6.3)%, due to the following:
In millions Operating Income (Loss) Operating Margin
June 30, 2020 $ (9.2) (6.3) %
Inflation in excess of pricing and productivity (2.2) (1.6) %
Volume / product mix 15.8 8.5 %
Currency exchange rates 3.6 1.8 %
Investment spending (0.3) (0.3) %
Divestitures 1.3 0.8 %
Restructuring expenses 9.1 6.3 %
June 30, 2021 $ 18.1 9.2 %

The improvements in Segment operating income (loss) and Segment operating margin were primarily due to favorable volume/product mix and a year-over-year
decrease  in  restructuring  expenses,  as  well  as  foreign  currency  exchange  rate  movements  and  the  impact  of  the  divestiture  of  our  QMI  business.  These
improvements  were  partially  offset  by  inflation  in  excess  of  pricing  and  productivity  improvements  and  increased  investment  spending.  Inflation  in  excess  of
pricing and productivity reflects the comparative impact of certain benefits realized in the prior year as a result of the COVID-19 pandemic, including government
incentives, reductions in variable compensation and reductions or delays of other business spending, which either did not recur or are returning to more normalized
levels in the current year, in addition to the increased commodity, material component, packaging, freight and labor inflation discussed above.

Segment  operating  income  (loss)  for  the six months  ended  June  30,  2021, was  favorable  $139.5  million  compared  to  the  same  period  in  2020,  and  Segment
operating margin for the six months ended June 30, 2021, improved to 8.5% from (34.4)%, due to the following:

In millions Operating Income (Loss) Operating Margin
June 30, 2020 $ (106.0) (34.4) %
Pricing and productivity in excess of inflation 3.9 1.3 %
Volume / product mix 23.2 6.3 %
Currency exchange rates 6.3 1.8 %
Investment spending (0.4) (0.1) %
Divestitures 1.5 0.5 %
Restructuring expenses 8.7 2.8 %
Impairment of goodwill and intangible assets 96.3 30.3 %
June 30, 2021 $ 33.5 8.5 %

The  improvements  in  Segment  operating  income  (loss)  and  Segment  operating  margin  were  primarily  due  to  the  prior  year  goodwill  and  intangible  asset
impairment  charges,  which  did  not  recur  in  the  current  year  and  favorable  volume/product  mix.  Also  contributing  to  the  improvements  were  pricing  and
productivity improvements in excess of inflation, foreign currency exchange rate movements, a year-over-year decrease in restructuring expenses and the impact of
the divestiture of our QMI business. These improvements were slightly offset by increased investment spending.
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Liquidity and Capital Resources

Sources and uses of liquidity

Our primary source of liquidity is cash provided by operating activities. Cash provided by operating activities is used to invest in new product development and
fund capital expenditures and working capital requirements and is expected to be adequate to service any future debt, pay any declared dividends and potentially
fund acquisitions and share repurchases. Our ability to fund these capital needs depends on our ongoing ability to generate cash provided by operating activities
and to access our borrowing facilities (including unused availability under our Revolving Facility) and capital markets.

As of June 30, 2021, we maintain cash and cash equivalents of $460.2 million, have no required principal payments on our long-term debt until September 2022,
and  have  unused  availability  of  $485.7  million  under  our  Revolving  Facility.  Further,  our  business  operates  with  low  capital  intensity,  providing  financial
flexibility. We believe that future cash provided by operating activities, availability under our Revolving Facility, access to funds on hand and capital markets, as
well  as  other  potential  measures  within  our  control  will  provide  adequate  resources  to  fund  our  operating  and  financing  needs  and  maintain  a  sound  financial
position and liquidity.

The  following  table  reflects  the  major  categories  of  cash  flows  for  the  six  months  ended  June  30.  For  additional  details,  see  the  Condensed  and  Consolidated
Statements of Cash Flows in the Condensed and Consolidated Financial Statements.
In millions 2021 2020
Net cash provided by operating activities $ 267.5 $ 128.0 
Net cash used in investing activities (18.7) (30.6)
Net cash used in financing activities (265.1) (149.2)

Operating Activities

Net cash provided by operating activities during the six months ended June 30, 2021, increased $139.5 million compared to the same period in 2020, primarily
driven by increased Net earnings and improvements in working capital.

Investing Activities

Net cash used in investing activities during the six months ended June 30, 2021, decreased $11.9 million compared to the same period in 2020, primarily due to a
decrease in both capital expenditures and cash paid for investments.

Financing Activities

Net cash used in financing activities during the six months ended June 30, 2021, increased $115.9 million compared to the same period in 2020, primarily due to an
increase of $105.7 million of cash used to repurchase shares.
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Capitalization

Long-term debt and other borrowings consisted of the following:

In millions
June 30, 

2021
December 31, 

2020
Term Facility $ 238.8 $ 238.8 
Revolving Facility — — 
3.200% Senior Notes due 2024 400.0 400.0 
3.550% Senior Notes due 2027 400.0 400.0 
3.500% Senior Notes due 2029 400.0 400.0 
Other debt 0.4 0.6 
Total borrowings outstanding 1,439.2 1,439.4 
Discounts and debt issuance costs, net (8.8) (9.8)
Total debt 1,430.4 1,429.6 
Less current portion of long-term debt 0.1 0.2 
Total long-term debt $ 1,430.3 $ 1,429.4 

As of June 30, 2021, we have an unsecured Credit Agreement in place, consisting of a $700.0 million term loan facility (the “Term Facility”), of which $238.8
million is outstanding at June 30, 2021, and a $500.0 million revolving credit facility (the “Revolving Facility” and, together with the Term Facility, the “Credit
Facilities”). The Credit Facilities mature on September 12, 2022. Principal amounts repaid on the Term Facility may not be reborrowed, and we have satisfied our
obligation to make quarterly installments on the Term Facility up to the maturity date, with the remaining outstanding balance due on September 12, 2022.

The  Revolving  Facility  provides  aggregate  commitments  of  up  to  $500.0  million,  which  includes  up  to  $100.0  million  for  the  issuance  of  letters  of  credit.  At
June 30, 2021, there were no borrowings outstanding on the Revolving Facility, and we had $14.3 million of letters of credit outstanding. Commitments under the
Revolving Facility may be reduced at any time without premium or penalty, and amounts repaid may be reborrowed.

Outstanding borrowings under the Credit Facilities accrue interest at our option of (i) a LIBOR rate plus the applicable margin or (ii) a base rate plus the applicable
margin.  The  applicable  margin  ranges  from  1.125%  to  1.500%  depending  on  our  credit  ratings.  At  June  30,  2021,  outstanding  borrowings  under  the  Credit
Facilities  accrue  interest  at  LIBOR plus  a  margin  of  1.250%,  resulting  in  an  interest  rate  of  1.40%.  The Credit  Facilities  also  contain  negative  and affirmative
covenants and events of default that, among other things, limit or restrict our ability to enter into certain transactions. In addition, the Credit Facilities require us to
comply  with  a  maximum  leverage  ratio  and  a  minimum  interest  expense  coverage  ratio,  as  defined  within  the  agreement.  As  of  June  30,  2021,  we  were  in
compliance with all covenants.

As  of  June  30,  2021,  we  also  have  $400.0  million  outstanding  of  3.200% Senior  Notes  due  2024  (the  "3.200% Senior  Notes"),  $400.0  million  outstanding  of
3.550% Senior Notes due 2027 (the "3.550% Senior Notes") and $400.0 million outstanding of 3.500% Senior Notes due 2029 (the "3.500% Senior Notes", and all
three senior notes collectively, the "Senior Notes"). The Senior Notes require semi-annual interest payments on April 1 and October 1 of each year, and will mature
on October 1, 2024, October 1, 2027 and October 1, 2029, respectively.

Historically,  the  majority  of  our  earnings  were  considered  to  be  permanently  reinvested  in  jurisdictions  where  we have  made,  and  intend  to  continue  to  make,
substantial investments to support the ongoing development and growth of our global operations. At June 30, 2021, we analyzed our working capital requirements
and the potential tax liabilities that would be incurred if certain subsidiaries made distributions and concluded that no material changes to our historic permanent
reinvestment assertions are required.

Defined Benefit Plans

Our investment objective in managing defined benefit plan assets is to ensure that all present and future benefit obligations are met as they come due. We seek to
achieve this goal while trying to mitigate volatility in plan funded status, contributions and expense by better matching the characteristics of the plan assets to that
of the plan liabilities. Global asset allocation decisions are based on a dynamic approach whereby a plan’s allocation to fixed income assets increases as the funded
status increases. We monitor plan funded status, asset allocation and the impact of market conditions on our defined benefit plans regularly in
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addition to investment manager performance. For further details on pension plan activity, see Note 11 to the Condensed and Consolidated Financial Statements.

For a further discussion of Liquidity and Capital Resources, refer to Part II, Item 7, "Management’s Discussion and Analysis of Financial Condition and Results of
Operations," contained in our Annual Report on Form 10-K for the year ended December 31, 2020.

Guarantor Financial Information

Allegion  US  Holding  Company  Inc.  ("Allegion  US Hold  Co")  is  the  issuer  of  the  3.200% Senior  Notes  and  3.550% Senior  Notes  and  is  the  guarantor  of  the
3.500% Senior Notes. Allegion plc (the “Parent”) is the issuer of the 3.500% Senior Notes and is the guarantor of the 3.200% Senior Notes and 3.550% Senior
Notes. Allegion US Hold Co is 100% owned by the Parent and each of the guarantees of Allegion US Hold Co and the Parent is full and unconditional and joint
and several.

The 3.200% Senior Notes and the 3.550% Senior Notes are senior unsecured obligations of Allegion US Hold Co and rank equally with all of Allegion US Hold
Co’s existing and future senior unsecured and unsubordinated indebtedness. The guarantee of the 3.200% Senior Notes and the 3.550% Senior Notes is the senior
unsecured obligation of the Parent and ranks equally with all of Allegion plc’s existing and future senior unsecured and unsubordinated indebtedness. The 3.500%
Senior Notes are senior unsecured obligations of the Parent, are guaranteed by Allegion US Hold Co and rank equally with all of Allegion plc’s existing and future
senior unsecured indebtedness.

Each guarantee is effectively subordinated to any secured indebtedness of the Guarantor to the extent of the value of the assets securing such indebtedness. The
Senior  Notes  are  structurally  subordinated  to  indebtedness  and  other  liabilities  of  the  subsidiaries  of  the  Guarantor,  none  of  which  guarantee  the  notes.  The
obligations of the Guarantor under its Guarantee are limited as necessary to prevent such Guarantee from constituting a fraudulent conveyance under applicable
law and,  therefore,  are  limited  to  the  amount  that  the  Guarantor  could  guarantee  without  such  Guarantee  constituting  a  fraudulent  conveyance;  this  limitation,
however,  may  not  be  effective  to  prevent  such  Guarantee  from  constituting  a  fraudulent  conveyance.  If  the  Guarantee  was  rendered  voidable,  it  could  be
subordinated by a court to all other indebtedness (including guarantees and other contingent liabilities) of the Guarantor, and, depending on the amount of such
indebtedness, the Guarantor’s liability on its Guarantee could be reduced to zero. In such an event, the notes would be structurally subordinated to the indebtedness
and other liabilities of the Guarantor.

For further details, terms and conditions of the Senior Notes refer to the Company’s Form 8-K filed October 2, 2017 and Form 8-K filed September 27, 2019.

The following tables present the summarized financial information specified in Rule 1-02(bb)(1) of Regulation S-X for each issuer and guarantor. The summarized
financial information has been prepared in accordance with Rule 13-01 of Regulation S-X.

Selected Condensed Statement of Comprehensive Income Information
Six months ended June 30, 2021 Year ended December 31, 2020

In millions Allegion plc
Allegion US 

Hold Co Allegion plc
Allegion US 

Hold Co
Net revenues $ — $ — $ — $ — 
Gross profit — — — — 
Operating loss (4.1) (0.1) (7.5) (0.2)
Equity earnings in affiliates, net of tax 244.8 56.6 358.8 216.5 
Transactions with related parties and subsidiaries (4.1) (42.3) (15.3) (39.3)
Net earnings 226.7 13.7 314.3 164.7 
Net earnings attributable to the entity 226.7 13.7 314.3 164.7 

(a) Transactions with related parties and subsidiaries include intercompany interest and fees.

(a)
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Selected Condensed Balance Sheet Information 
June 30, 2021 December 31, 2020

In millions Allegion plc
Allegion US 

Hold Co Allegion plc
Allegion US 

Hold Co
Current assets:
Amounts due from related parties and subsidiaries $ — $ 267.5 $ — $ 20.0 
Total current assets 15.3 282.8 19.0 38.7 
Noncurrent assets:
Amounts due from related parties and subsidiaries — 1,679.2 — 1,644.2 
Total noncurrent assets 1,792.9 1,733.5 1,793.3 1,671.8 
Current liabilities:
Amounts due to related parties and subsidiaries $ 128.7 $ 219.8 $ 197.5 $ 183.9 
Total current liabilities 136.0 226.7 204.4 190.7 
Noncurrent liabilities:
Amounts due to related parties and subsidiaries 367.3 2,589.8 507.3 2,463.9 
Total noncurrent liabilities 1,003.4 3,392.6 1,143.2 3,267.3 

Critical Accounting Policies

Management’s Discussion and Analysis of Financial Condition and Results of Operations are based upon our Condensed and Consolidated Financial Statements,
which have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of financial statements in conformity
with those accounting principles requires management to use judgments in making estimates and assumptions based on the relevant information available at the
end of each period. These estimates and assumptions have a significant effect on reported amounts of assets and liabilities, revenue and expenses, as well as the
disclosure  of  contingent  assets  and  liabilities  because  they  result  primarily  from  the  need  to  make  estimates  and  assumptions  on  matters  that  are  inherently
uncertain. Actual results may differ from estimates.

Management  believes  there  have  been  no  significant  changes  during  the  six  months  ended  June  30,  2021,  to  the  items  we  disclosed  as  our  critical  accounting
policies  in "Management’s  Discussion and Analysis  of Financial  Condition and Results  of Operations" in our Annual  Report  on Form 10-K for the year ended
December 31, 2020.

Recent Accounting Pronouncements

See Note 2 to our Condensed and Consolidated Financial Statements for a discussion of recently issued and adopted accounting pronouncements.

Forward-Looking Statements

Certain statements in this report, other than purely historical information, are “forward-looking statements” within the meaning of the Private Securities Litigation
Reform  Act  of  1995,  Section  27A  of  the  Securities  Act  of  1933  and  Section  21E  of  the  Securities  Exchange  Act  of  1934.  These  forward-looking  statements
generally are identified by the words “believe,” “project,” “expect,” “anticipate,” “estimate,” “forecast,” “outlook,” “intend,” “strategy,” “future,” “opportunity,”
“plan,”  “may,”  “should,”  “will,”  “would,”  “will  be,”  “will  continue,”  “will  likely  result,”  or  the  negative  thereof  or  variations  thereon  or  similar  expressions
generally intended to identify forward-looking statements.

Forward-looking statements may relate to such matters as: statements regarding the potential impacts of the global COVID-19 pandemic, projections of revenue,
margins,  expenses,  tax  provisions,  earnings,  cash  flows,  benefit  obligations,  dividends,  share  purchases  or  other  financial  items;  any  statements  of  the  plans,
strategies and objectives of management for future operations, including those relating to any statements concerning expected development, performance or market
share  relating  to  our  products  and  services;  any  statements  regarding  future  economic  conditions  or  our  performance;  any  statements  regarding  pending
investigations, claims or disputes; any statements of expectation or belief; and any statements of assumptions underlying any of the foregoing. These statements are
based on currently available information and our current assumptions, expectations and projections about future events.  While we believe that our assumptions,
expectations and projections are reasonable in view of the currently available information, you are cautioned not to place undue reliance on our forward-looking
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statements.  You  are  advised  to  review  any  further  disclosures  we  make  on  related  subjects  in  materials  we  file  with  or  furnish  to  the  SEC.  Forward-looking
statements speak only as of the date they are made and are not guarantees of future performance. They are subject to future events, risks and uncertainties - many
of  which  are  beyond  our  control  -  as  well  as  potentially  inaccurate  assumptions,  that  could  cause  actual  results  to  differ  materially  from our  expectations  and
projections. We do not undertake to update any forward-looking statements.

Factors that might affect our forward-looking statements include, among other things:

• adverse impacts to our normal business operations due to the global COVID-19 pandemic;

• competitive factors in the industry in which we compete, including technological developments and increased competition from private label brands;

• the development, commercialization and acceptance of new products and services that meet the varied and evolving needs of our customers;

• the demand for our products and services, including changes in customer and consumer preferences, and our ability to maintain beneficial relationships
with large customers;

• our  products  or  solutions  fail  to  meet  certification  and  specification  requirements,  are  defective  or  otherwise  fall  short  of  customers’  needs  and
expectations;

• the ability to complete and integrate any acquisitions and/or losses related to our investments in external companies;

• business opportunities that diverge from our core business;

• our ability to operate efficiently and productively;

• our ability to effectively manage and implement restructuring initiatives and other organizational changes;

• disruptions in our global supply chain, including product manufacturing and logistical services provided by supplier partners;

• the effects of global climate change or other unexpected events, including global health crises, that may disrupt our operations;

• our ability to manage risks related to our information technology and operational technology systems and cybersecurity, including implementation of new
processes that may cause disruptions and be more difficult, costly or time consuming than expected;

• our reliance on third-party vendors for many of the critical elements of our global information and operational technology infrastructure and their failure
to provide effective support for such infrastructure;

• disruption and breaches of our information systems;

• ability to recruit and retain a highly qualified and diverse workforce;

• economic,  political  and  business  conditions  in  the  markets  in  which  we  operate,  including  changes  to  trade  agreements,  sanctions,  import  and  export
regulations and custom duties;

• conditions of the institutional, commercial and residential construction and remodeling markets, including the impact of work-from-home trends;

• fluctuations in currency exchange rates;

• availability of and fluctuations in the prices of key commodities and the impact of higher energy prices;

• potential further impairment of our goodwill, indefinite-lived intangible assets and/or our long-lived assets;

• interest rate fluctuations and other changes in borrowing costs, in addition to risks associated with our outstanding and future indebtedness;

• the impact our outstanding indebtedness may have on our business and operations and other capital market conditions, including availability of funding
sources and currency exchange rate fluctuations;

• risks related to corporate social responsibility and reputational matters;

• the ability to protect our brand reputation and trademarks;

• the outcome of any litigation, governmental investigations or proceedings;

• claims of infringement of intellectual property rights by third parties;

34



Table of Contents

• adverse publicity or improper conduct by any of our employees, agents or business partners;

• changes to, or changes in interpretations of, current laws and regulations;

• uncertainty and inherent subjectivity related to transfer pricing regulations;

• changes in tax requirements, including tax rate changes, the adoption of new tax legislation or exposure to additional tax liabilities and revised tax law
interpretations; and

• risks  related  to  our  incorporation  in  Ireland,  including  the  possible  effects  on  us  of  future  legislation  or  interpretations  in  the  U.S.  that  may  limit  or
eliminate potential U.S. tax benefits resulting from our incorporation in a non-U.S. jurisdiction, such as Ireland, or deny U.S. government contracts to us
based upon our incorporation in such non-U.S. jurisdiction.

Some of the significant risks and uncertainties that could cause actual results to differ materially from our expectations and projections are described more fully in
the “Risk Factors” section of this Quarterly Report on Form 10-Q and our Annual Report on Form 10-K for the fiscal year ended December 31, 2020. There may
also be other factors that have not been anticipated or that are not described in our periodic filings with the SEC, generally because we did not believe them to be
significant at the time, which could cause results to differ materially from our expectations.

Item 3 – Quantitative and Qualitative Disclosures about Market Risk

There have been no material changes in our exposure to market risk during the second quarter of 2021. For a discussion of the Company’s exposure to market risk,
refer to Part II, Item 7A, “Quantitative and Qualitative Disclosures About Market Risk,” contained in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2020.

Item 4 – Controls and Procedures

The Company’s management, including its Chief Executive Officer and Chief Financial Officer, have conducted an evaluation of the effectiveness of disclosure
controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the Exchange Act)), as
of  the  end  of  the  period  covered  by  this  Quarterly  Report  on  Form  10-Q.  Based  on  that  evaluation,  the  Chief  Executive  Officer  and  Chief  Financial  Officer
concluded  as  of  June  30,  2021,  that  the  disclosure  controls  and  procedures  are  effective  in  ensuring  that  all  material  information  required  to  be  filed  in  this
Quarterly Report on Form 10-Q has been recorded, processed, summarized and reported when required and the information is accumulated and communicated to
the  Company’s  management,  including  its  Chief  Executive  Officer  and  Chief  Financial  Officer,  as  appropriate,  to  allow  timely  decisions  regarding  required
disclosure.

There have not been any changes in the Company’s internal control over financial reporting that occurred during the second quarter of 2021 that have materially
affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II – OTHER INFORMATION

Item 1 – Legal Proceedings

In the normal course of business, we are involved in a variety of lawsuits,  claims and legal proceedings,  including commercial  and contract  disputes, labor and
employment  matters,  product  liability  claims,  environmental  liabilities,  antitrust  and  trade  regulation  matters,  intellectual  property  disputes  and  tax-related
matters. In our opinion, pending legal matters are not expected to have a material adverse impact on our results of operations, financial condition, liquidity or cash
flows.

Item 1A – Risk Factors

There have been no material  changes to our risk factors  contained in our Annual Report  on Form 10-K for the period ended December 31,  2020. For a further
discussion of our Risk Factors, refer to the “Risk Factors” discussion contained in our Annual Report on Form 10-K for the year ended December 31, 2020.

Item 2 - Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Purchases of Equity Securities

Period
Total number of shares

purchased (000s)
Average price paid per

share

Total number of shares
purchased as part of
Authorization (000s)

Approximate dollar value of
shares still available to be

purchased under the
Authorization (000s)

April 1 - April 30 98 $ 130.39 98 $ 451,706 
May 1 - May 31 74 138.44 74 441,535 
June 1 - June 30 196 138.46 196 414,397 
Total 368 $ 136.30 368 $ 414,397 

On February 6, 2020, our Board of Directors approved a share repurchase authorization of up to, and including, $800 million of the Company’s ordinary shares
(the "2020 Share Repurchase Authorization"). The 2020 Share Repurchase Authorization does not have a prescribed expiration date. Based on market conditions,
share repurchases are made from time to time in the open market at the discretion of management.
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Item 6 – Exhibits

(a) Exhibits 
Exhibit No. Description Method of Filing

3.1 Amended and restated Memorandum and Articles of Association of
Allegion plc.

Incorporated by reference to Exhibit 3.1 to the Company’s
Form 8-K filed with the SEC on June 13, 2016 (File No. 001-
35971).

31.1 Certification of Chief Executive Officer Pursuant to Rule 13a-14(a)
or Rule 15d-14(a), as Adopted Pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.

Filed herewith.

31.2 Certification of Chief Financial Officer Pursuant to Rule 13a-14(a) or
Rule 15d-14(a), as Adopted Pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.

Filed herewith.

32.1 Certifications of Chief Executive Officer and Chief Financial Officer
Pursuant to Rule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C. Section
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

Furnished herewith.

101.INS XBRL Instance Document. The instance document does not appear in the Interactive Data
File because its XBRL tags are embedded within the Inline
XBRL document.

101.SCH XBRL Taxonomy Extension Schema Document. Filed herewith.
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document. Filed herewith.
101.DEF XBRL Taxonomy Extension Definition Linkbase Document. Filed herewith.
101.LAB XBRL Taxonomy Extension Labels Linkbase Document. Filed herewith.
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document. Filed herewith.

104 Cover Page Interactive Data File. Formatted as Inline XBRL and contained in Exhibit 101.
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ALLEGION PLC

SIGNATURES

Pursuant  to  the  requirements  of  the  Securities  Exchange  Act  of  1934,  the  registrant  has  duly  caused  this  report  to  be  signed  on  its  behalf  by  the  undersigned
thereunto duly authorized.

ALLEGION PLC
(Registrant)

Date: July 22, 2021 /s/ Patrick S. Shannon
Patrick S. Shannon, Senior Vice President 

and Chief Financial Officer 
Principal Financial Officer

Date: July 22, 2021 /s/ Douglas P. Ranck
Douglas P. Ranck, Vice President, 

Controller and Chief Accounting Officer 
Principal Accounting Officer
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Exhibit 31.1

CERTIFICATION
I, David D. Petratis, certify that:

1. I have reviewed the Quarterly Report on Form 10-Q of Allegion plc for the three and six months ended June 30, 2021;

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

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that  material  information  relating  to  the  registrant,  including  its  consolidated  subsidiaries,  is  made  known  to  us  by  others  within  those  entities,
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 reporting to 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;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
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 any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an 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  certifying  officer  and  I  have  disclosed,  based  on  our  most  recent  evaluation  of  internal  control  over  financial  reporting,  to  the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect 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 employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: July 22, 2021  /s/ David D. Petratis
 David D. Petratis
 Principal Executive Officer



Exhibit 31.2

CERTIFICATION
I, Patrick S. Shannon, certify that:

1. I have reviewed the Quarterly Report on Form 10-Q of Allegion plc for the three and six months ended June 30, 2021;

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

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that  material  information  relating  to  the  registrant,  including  its  consolidated  subsidiaries,  is  made  known  to  us  by  others  within  those  entities,
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 reporting to 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;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
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 any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an 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  certifying  officer  and  I  have  disclosed,  based  on  our  most  recent  evaluation  of  internal  control  over  financial  reporting,  to  the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect 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 employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: July 22, 2021  /s/ Patrick S. Shannon
 Patrick S. Shannon
 Principal Financial Officer



Exhibit 32.1

Section 1350 Certifications
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code)

Pursuant  to Section 906 of  the Sarbanes-Oxley Act of  2002 (Subsections (a)  and (b)  of  Section 1350, Chapter  63 of Title  18,  United States Code),  each of the
undersigned officers of Allegion plc (the Company), does hereby certify that:

The Quarterly Report on Form 10-Q for the three and six months ended June 30, 2021 (the Form 10-Q) of the Company fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contained in the Form 10-Q fairly presents, in all material respects, the financial
condition and results of operations of the Company.

  

/s/ David D. Petratis
David D. Petratis
Principal Executive Officer
July 22, 2021

/s/ Patrick S. Shannon
Patrick S. Shannon
Principal Financial Officer
July 22, 2021


