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Overview

Morgan Advanced Materials is a business rich in history
and innovation. Founded in the UK in 1856, we

have grown into a global organisation with /0 sites in

|8 countries. Our model to serve our customers where
they need us has led to a diversified product range
using our unparalleled expertise in ceramic and carbon
materials, which we exploit to solve difficult problems
for our customers across a diverse range of markets.

We are a purpose driven organisation. Our purpose
Is to use advanced materials to make the world more

sustainable and to improve the quality of life. We deliver
on that purpose through the products that we make,
and the way that we make them.

We help our customers push the limits of their processes
and products to meet the demanding requirements they

face, from higher process temperatures to higher product

performance to increasing miniaturisation.

Sustainable solutions We play a role in helping the world become more

sustainable, enabling energy transition through our
for a greener future products and by reducing our own environmental impact.

Our approach to sustainability is embedded within our

strategy. We see this as fundamental to our future growth
and resilience, and to delivering exceptional value to our

stakeholders and building a company that our people can
‘/ be proud of,

@ Read more on pages 32 to 39
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Morgan in humbers

We assess our
performance
across a wide
range of metrics.
To support the
Group's strategy
and to monitor
performance,
the Board of
Directors and
the Executive
Committee

use a number
of financial key

performance
indicators (KPIs).

Financial KPIs

(statutory and adjusted performance KPlIs)

Revenue (£m)

Performance
On a reported basis, revenue increased by
£161.6 million, 17.0%, reflecting continued

strong demand across all global business units.

See the Review of operations on pages 48
to 49 for more detail.

I,112.1

20 21 22

Organic constant currency
revenue growth’ (%)
Performance

On an organic constant currency” basis
revenue grew by [1.2%, with growth across

all global business units. See the Review of
operations on pages 48 to 49 for more detalil.

10.3 1.2

(11.4)

21 22

20

Adjusted operating
profit margin® (%)

Performance

Margin improvement from increased
volumes, with pricing and efficiency
savings more than offsetting cost inflation.
See the Review of operations on

pages 48 to 49 for more detail.

13.1 13.6

10.1

20 21 22

Free cash flow before acquisitions,
disposals and dividends" (£m)

Performance

Lower free cash flow” from a one-off pension
contribution of £67.0m and increased investment
in working capital to secure our supply chain and
capital expenditure to support ongoing growth.

72.4 66.2

(46.9)

20 21

22

Throughout the Annual Report, including the Strategic Report, adjusted measures are used to describe the Group’s financial
performance. These adjusted measures are not recognised under IFRS or other generally accepted accounting principles
(GAAP). These measures are shown because the Directors consider they provide useful information to shareholders,
including additional insight into ongoing trading and year-on-year comparisons. These non-GAAP measures should be
viewed as complementary to, not replacements for, the comparable GAAP measures. Throughout this Report these
non-GAAP measures are clearly identified by an asterisk (*) where they appear in text, and by a footnote where they appear
in tables and charts. Definitions and reconciliations of these non-GAAP measures to the relevant GAAP measures can be

found in the Group Financial Review on pages 57 to 59.

Our financial KPIs are a balanced set of metrics which help the Board and the
Executive Committee assess performance and progress against our execution
priorities and business plans. These and other KPIs are used to evaluate operating
performance and make financial, strategic and operating decisions.

Operating profit (£m)

Performance

Operating profit improvement from increased
volumes, with pricing and efficiency savings more
than offsetting cost inflation. See the Review of
operations on pages 48 to 49 for more detalil.

140.8

113.1

(1.8)
20 21 22

Continuing EPS (p)

Performance

Benefits arising from increased volumes across all
global business units, with pricing and efficiency
savings more than offsetting cost inflation.

30.6
23.9

(8.6)

21 22

20

Dividend per share (p)

Performance

The Board has committed to growing the
dividend with earnings to around 2.5 times
dividend cover. For the year ended

31 December 2022, the Board is recommending

a dividend equivalent to 2.8 times.
12.0

9.1

5.5

20 2| 22

Return on invested capital’ (%)

Performance

Higher return on invested capital’, as we have
increased investment in working capital and
capital expenditure to support improved
adjusted operating profit”.

22.4
20.5

13.0

Adjusted EPS’ (p)

Performance

Benefits arising from increased volumes
across all global business units, with pricing
and efficiency savings more than offsetting
cost inflation.

33.8

27.2

19.0

Net debt’ to EBITDA"
(excluding lease liabilities) (X)

Performance

Net debt” to EBITDA" (excluding lease liabilities)
was 0.8 times at the end of 2022, following

a one-off pension contribution of £67.0m,
increased working capital investment and
increased capital expenditure.

0.8 0.8

0.3

20 21 22

20 21 22

20 21 22

The continuing and discontinued EPS KPI has been
removed from the 2022 Annual Report because the
impact of discontinued operations is reducing. It has
been replaced with net debt” to EBITDA’ (excluding lease
liabilities) because this metric is a key part of the financial
framework which supports our investment proposition
as set out in the Chief Executive Officer’s review on

page 19.

2 — Morgan Advanced Materials plc Annual Report 2022
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Morgan in numbers continued

At Morgan Advanced Materials we are committed to a sustainable future. In March 2021,

we set stretching goals across a number of environmental, social and governance areas.

Key environmental, social and governance (ESG) measures

CO,e scope | and 2 emissions (metric tonnes)

Alignment to strategy
1] 2 [

Why do we measure this KPI?

Our sustainability agenda includes actions to reduce greenhouse
gas (GHG) emissions and combat climate change. In March 2021,
we announced a commitment to reduce absolute GHG emissions
(scope | and 2) by 50% (against 2015 levels) by 2030.

Overall water withdrawal (million m?)

Alignment to strategy
m: s

Why do we measure this KPI?

By 2030, we will reduce our total withdrawal of water by 30% (against our
2015 baseline), and we are implementing water sustainability projects
globally to achieve this goal.

338,531 2.17
SR 1.88 1.93  Target
276,678 1.73 |63
1.50 :
229,887 511,104 Target
171,347
18 19 20 21 22 2030 18 19 20 21 22 2030

Lost-time accident (LTA) rate’

Alignment to strategy

Why do we measure this KPI?

We are working towards our aspiration of zero harm to all our
employees. We are committed to conducting all our activities
in @ manner that builds a caring safety culture and develops

a world-class safety system that supports this effort.

Employee engagement rate

Alignment to strategy
m: s

Why do we measure this KPI?

We measure the engagement of our people through an all-employee
engagement survey called "Your Voice'. As a result of the survey we build
a tailored engagement plan to tackle the key issues across our sites,
businesses and the Group.

Target
75%
0.28 50%
0.22 0.22 55% New yearly 5304
. : survey introduced
0.18
0.14 Target
0.10

No survey No survey
this year this year

18 19 20 21 22 2030 18 19 20 21 22 2030

*  Alost-time accident (LTA) is defined as an accident or work-related illness which
results in one or more days of lost time. Calculated as total number of lost-time
accidents in the year, multiplied by 100,000 hours worked, divided by total number
of hours worked.

Water withdrawal in stressed areas”
(% reduction from 2015 baseline)
Alignment to strategy

HO: s

Why do we measure this KPI?

We recognise that in some instances our water demands are in areas
of increasing water stress. Approximately 21% of our manufacturing
operations are in these water stress areas.

Our goal is to maintain a 30% reduction despite year-on-year business
growth. By improving our water use in these areas, we will positively
impact the local communities in which we operate.

37%
34% Target
32%  32% 33% = 3o§@
8 19 20 2 22 2030

*  Water stressed areas include Spain, Italy, Turkey, Mexico, India, United Arab Emirates,

Argentina, Australia, and the state of California, USA.
2021 and prior years have been restated to include the manufacturing site at
Casalpusterlengo, Italy.

Female representation in leadership’

Alignment to strategy
m: s

Why do we measure this KPI?

A greater gender diversity just makes sense — it is good for Morgan
and good for employees. We are continuing to take action to achieve
a more balanced proportion of women in senior positions.

Target
40%
30%  29%  29%
No data — not measured
18 19 20 21 22 2030

* Includes Executive w/o CEO/CFO plus 2nd to 4th tier.

4 — Morgan Advanced Materials plc Annual Report 2022

To deliver our strategy and to achieve our
ESG goals we align our efforts to our three
execution priorities.

Big positive difference
Delight the customer

Innovate to grow

Read more on pages 20 to 23
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Business overview

We are the global manufacturer of advanced carbon and ceramic materials
for complex and technologically demanding applications.

The versatility and performance of ceramics and carbon materials enables us to support
a wide variety of applications in diverse end-markets. Our applications range from
ceramic cores for casting aero engine turbine blades to silicon carbide focus rings for
semiconductor etch, and from carbon brushes in onshore wind turbines to thermal
insulation solutions for hydrogen reformers.

In each of these applications, in each of these markets, we bring our deep materials
and engineering expertise to bear, helping our customers to reduce their energy
consumption, emissions and operating costs, with applications that frequently

require extensive qualifications.

Our core capabilities

Our strategy builds on our strengths and focuses the Group on scalable businesses in attractive markets.
We serve markets that are growing and where we have room to grow, and where our customers value

our differentiated products and services.

We have three core capabilities:

2

Materials science

We are an acknowledged leader in
materials science for our chosen
technology families. We have four
global materials Centres of Excellence
(CoE) which consolidate the Group's
R&D efforts.

o

Application engineering

We have built an understanding of

the application of our materials science
in our customers’ products and
processes, in order to provide
maximum benefit through advanced
application engineering.

B

Customer focus

We build deep and trusted
relationships with our customers,
working to understand their business
and their markets, and their technical
challenges and product roadmaps.
We align our materials development
to solve our customers’ problems.

6 — Morgan Advanced Materials plc Annual Report 2022

Our five global business units

Thermal Ceramics

Our thermal products are used in high-temperature
industrial processing of metals, petrochemicals,
cement, ceramics and glass, and by manufacturers
in automotive, marine, aerospace, and domestic
applications in insulation and fire protection.

Electrical Carbon

Our electrical carbon products include electrical
carbon brushes and collectors, brush holders, slip
rings and linear transfer systems. We engineer
high-performance graphite materials, components
and sub-assemblies to address our customers’
technical challenges.

Technical Ceramics

Our technical ceramics products are used in selected
segments of the electronics and semiconductor,
energy, healthcare, industrial, petrochemicals, security
and transport markets, typically in close collaborative
customer relationships.

Molten Metal Systems

Our Molten Metal Systems business manufactures
an extensive range of high-performance crucibles
and foundry consumables for non-ferrous metal
melting applications.

Seals and Bearings

Our seals and bearing products use advanced carbon/
graphite, silicon carbide, alumina and zirconia materials,
which we engineer into lightweight, low-friction and
self-lubricating bearings and seals, predominantly used
in pumps.
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Investment case

We are well positioned
in large and fast-growing
markets driven by global
mega trends

The demand for renewable energy is growing
rapidly as the world seeks to decarbonise.
Ongoing urbanisation drives the need for clean
energy and transportation solutions. Our
growing and ageing population places more,
and more complex, demands on healthcare.
Digitisation brings huge benefits in efficiency
and increasingly in capability, and with that

we see ever increasing demand for more and
faster processing.

This all translates into a robust growth outlook
for our business. Revenues from our faster
growing segments, semiconductors, healthcare,
clean energy and clean transportation are
expected to grow between 7% and 12% per
year (through the cycle). Revenue from our
core business is expected to grow 2% to 4%
per year.

@ Read more on pages 14 to |5 /o

EXPECTED CORE
BUSINESS GROWTH

8 — Morgan Advanced Materials plc Annual Report 2022

We have leading
differentiated positions,
and this all starts with
our strategy

Our development of strategic capabilities
supports the positions we have in each of
our markets.

We have deep expertise in carbon and ceramic
materials. We spend around £30 million in
research and development each year to maintain
and strengthen our technical leadership.

We have 460 scientists and engineers across

the Group representing 20% of our white-collar
workforce. They work in four Centres

of Excellence, and within the businesses,
sustaining our current materials portfolio,

and developing new materials and products.

Each business unit has a clear strategy and has
technology roadmaps that flow from this to inform
the prioritisation of development resources.

Our application engineers are the bridge
between our materials expertise and the
specifics of our customers’ markets and
applications. Our application engineers work
with customers every day to take their technical
challenge and marry it up to a material, and then
a manufacturing process.

Through the execution of our strategy, we are
strengthening our market positions and steadily
building closer relationships with our customers.

£31.6

RESEARCH AND
DEVELOPMENT EXPENSE

@ Read more on page 22

Our purpose, our strategy and our people differentiate us at Morgan Advanced
Materials, altogether driving superior value for our stakeholders. We are experts
In materials science with a track record of delivering for our customers, drawing on

our 166 years of innovation.

We play a crucial
role In helping the
world become
more sustainable

We do this through the products we make,
and the way that we make them.

Our products help our customers to be
more efficient — to use less energy in their
manufacturing process or in their product,
and to generate less CO,.

We are also working hard to decarbonise our
own operations — to produce our products more
efficiently and to reduce our own CO, emissions
and manage our water usage more sustainably.

We have a solid plan for the coming vears

and are making excellent progress so far.

At this point our absolute CO, emissions are
around 40% down on our 2015 starting point.
Whilst our overall water usage has increased
during the year, we expect to see the process
and infrastructure improvements we have
completed during the year reflected in our
water usage for 2023.

@ Read more on pages 32 to 33

We are resilient,
delivering attractive
through-cycle returns

This resilience comes from the robustness of
our strategy and market positions, and from
the diversity in our portfolio.

We operate in a diverse set of markets.

Some are global, some are regional, but across
these markets we have early and later cycle,
and counter cyclical exposures.

We have a widely spread customer base. Our
largest customer accounts for only 2% of our

revenues. Our top ten equate to around |1%
of revenues, meaning a significant loss of one

customer has limited impact on the Group.

We largely make products where we sell them,
with localised supply chain, and this gives us
resilience against local shocks. You can see this
resilience in our financial performance over the
last seven years. We have grown profitability
every vear except during the height of the
pandemic in 2020, and even during that global
shock, our revenues only declined 1% and
we maintained operating margins above 10%.

@ Read more on pages 2 to 3

3-6%

THROUGH-CYCLE GROWTH
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Chair’s statement

10 — Morgan Advanced Materials plc Annual Report 2022

This is my final Annual Report

as your Chair before standing
down from the Board in June
2023, having served on the
Board since 2014. It has been

an enormous privilege to be your
Chair and as | look back on the
last nine years it is gratifying to
reflect on the transformation in
business performance that our
colleagues have achieved. Over
that time, through innovation and
judicious investment, the Group
has repositioned into new growth
markets of clean energy, clean
transportation, healthcare and
semiconductors. At the same time,
margins have increased from low
single digits to very respectable
mid-teens with a trajectory of
further improvement.

Looking back at 2022

Our first imperative is the safety and
wellbeing of our people and | am
disappointed that during 2022 our safety
performance dipped. Supporting the
executive team, your Board has spent

a significant amount of time discussing
how safety performance and culture

can be improved. These discussions have
emphasised a more holistic approach to
safety, and this now encompasses greater
focus on the wellbeing of our people.

My fellow non-executive Directors and

| will continue to support the executive
team to achieve a position of ‘zero harm'.

‘| would like to say a huge thanks

to all our colleagues, customers,
suppliers and investors for

their continuing commitment
and support to Morgan.”

We delivered robust revenue growth in
2022 reflecting growing markets and
the benefits of our strategy. Despite the
well-documented supply challenges and
disruptions, we successfully worked
with our customers and suppliers to
maintain operational service levels.
That is particularly pleasing given the
extent of supply chain deficiencies,
unprecedented inflation on input costs
and challenges in labour supply.

We have covered increased input costs

and other inflation impacts through

price increases and through continuous
improvement in our plants. Our profitability
improvement has then flowed from higher
volumes, pricing and efficiency focus.

We have invested in supporting our
people through the ongoing cost-of-living
pressures, both through salary increases
and through a wide range of other support
measures, including access to a shopping
discount platform, site-based recognition
activities and family-friendly policies.

We are continuing to work to reduce the
Group’s environmental impact. | am pleased
by the progress we have made this year

and the opportunities we have identified
for the future. Not only are we making our
manufacturing processes more efficient and
reducing our COze emissions, but more
importantly our products, which have
properties to withstand heat and endure
other extreme environments, assist our
customers in reducing their environmental
impact, either by lasting longer or improving
the efficient use of resources.

The Board in 2022

In January 2023, we were delighted to
appoint lan Marchant as an independent
non-executive Director and Chair
Designate, assuming the position of
Chair at the conclusion of Morgan's

AGM on 29 June 2023, subject to
shareholder approval. lan is a highly
strategic and successful leader with more
than 35 years of wide-ranging experience
at major businesses, bringing a strong track
record of value creation and listed board
experience. In his capacity as the new
Chair, | am confident that lan will provide
the strong leadership required to oversee
the future success of Morgan.

In May 2022, after six years with the
Company, Chief Financial Officer Peter
Turner stepped down from the Board.

On behalf of the entire Board, | would

like to thank Peter for his outstanding
contribution to the Company and wish him
a long and happy retirement. Peter was
succeeded by Richard Armitage, who joined
Morgan from Victrex Group plc, where

he was Chief Financial Officer. Richard,
who has broad experience in financial
management, investor relations, capital
markets, M&A, and commercial
management, gained through roles in

a number of listed and privately owned
chemicals and consumer goods companies,
is already making a valuable contribution

to our Company and | would like to
formally welcome him to the Board.

Looking forward to 2023

We experienced a cyber security incident in
January 2023, having detected unauthorised
activity on our network. Our immediate
priority was to respond quickly to

the incident to protect the Group's
infrastructure and to minimise the impact
on operations. | am incredibly grateful for
the hard work and dedication shown by
our teams in responding to this event.
Further details on the impact of the incident
can be found on page 19.

We are confident that continued focus on
the strengths of the business, underpinned
by our resilient balance sheet and the
efficiency and productivity gains related

to our restructuring programme will
support the further successful progress

of the Group in the years ahead.

Thank you

[t has been a privilege to work with so many
talented colleagues at Morgan for the past
nine years, as we transformed the Group
into the global manufacturer of advanced
carbon and ceramic materials for complex
and technologically demanding applications.
| am particularly proud of the work we have
done in creating a diverse Board. As at

31 December 2022, the Board has 43%
female representation, one of whom is

the Senior Independent Director, and

one Director of Southeast Asian origin.

The Board has therefore met the FCA's
new board diversity targets since 2019.

| have every confidence that the Group,
under Pete’s leadership, has the capabilities
to continue to lead and grow in its markets
in the years ahead and | know that our new
Chair, lan Marchant, will provide the Board
with strong and effective direction. Finally,

I would like to say a huge thanks to all

our colleagues, customers, suppliers and
investors for their continuing commitment
and support to Morgan.

Douglas Caster CBE FIET
Non-executive Chair
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Business model

We utilise our distinct

Our purpose
competencies

Is to use advanced
materials to make
the world more
sustainable, and to
improve the quality ﬁ
of life.

Our strategy builds on our strengths and
focuses the Group on scalable businesses
in attractive markets.

We have three core capabilities:

%) (2

Materials Application Customer
This purpose guides our actions: science engineering focus

it underpins our work to reduce our
environmental impact, informs how
we treat our people, and ensures
we fulfil our responsibility for good
corporate governance.

We serve markets that are growing and where
we have room to grow, and where our customers
value our differentiated products and services.

We play an important role in society,
using our deep materials science knowledge
and process capability to solve customer

problems and deliver on our purpose.

The Group’s products are produced
within five global business units.

> We support the United Nations
Sustainable Development Goals

> Thermal Ceramics

-

AN
s e
,-\Khﬂlhk‘

> We aim to be a CO, net zero' business
by 2050
> Molten Metal Systems

= _:l-
I. Excludes indirect emissions generated by our supply chain, - Y "
distribution network and employee travel. -

12 — Morgan Advanced Materials plc Annual Report 2022

We service markets
ranging from industrial
to healthcare

Our thermal products

are used in high-temperature industrial
processing of metals, petrochemicals,
cement, ceramics and glass, and by
manufacturers of equipment for automotive,
marine, aerospace, and domestic applications
in insulation and fire protection.

.
L, N

B

Our electrical carbon products

are used in electrified rail, conventional
and wind power generation, industrial
applications and in high performance
semiconductor manufacturing applications.

Our seals and bearings products

are used in pumps for industrial and
domestic use, or other sealing applications.
We use advanced carbon/graphite, silicon
carbide, alumina and zirconia materials to
engineer lightweight, low-friction bearings
and seals.

Our technical ceramics products

are used in selected segments of the
electronics and semiconductor, energy,
healthcare, industrial, petrochemicals,
security and transport markets, typically in
close collaborative customer relationships.

Our products
deliver on our purpose

> We manufacture advanced ceramic materials,
products and systems for thermal insulation in
high-temperature environments.

> We engineer systems for the safety of people and equipment
in demanding applications. Our products help customers,
especially those operating energy-intensive processes, to
reduce energy consumption, emissions and operating costs.

> We manufacture an extensive range of high-performance,
energy-saving crucibles and foundry consumables for
non-ferrous metal melting applications.

> We produce a wide range of products which are used to
transfer electrical current between stationary and rotating
or linear moving parts in motor, generator, and current
collector applications.

> We create high-performance self-lubricating bearing
and seal components, used predominantly in pumps.

> We engineer high-performance functional and structural
ceramic materials, components and sub-assemblies to
address customer-specific technical challenges.

We contribute positively to the economy and support an improved society
for our people, customers, and investors. The economic value we generate
includes wages paid to our people, purchases from local and global suppliers,
taxes, and dividends — in addition to indirect benefits arising from expenditure
by our suppliers, customers and employees.

Our business contributes positively to society. We support the skills
development of our people, from apprentice level and operators, through to
senior executives. Our global makeup reflects the communities we serve with
representatives from many backgrounds, and we strive to promote inclusivity
and opportunity for all.

Our operations look to benefit our environment through the products we design
and manufacture, products which make more efficient use of resources and can
improve the quality of life.

@ To find out how our people work with our communities visit our website at

morganadvancedmaterials.com/community

@ To find out more about our products and services visit
morganadvancedmaterials.com/whatwedo

140dau 213938415



Market context

We have a strategy based on building deep expertise in materials, markets and customer
needs, and that translates into leading, differentiated positions across our markets.

Morgan Advanced Materials is:

> A design partner for our customers, translating

their needs into product solutions, distinguishing

ourselves through the application engineering
that we provide

> Supporting our customers through investments

in application testing and using this to inform our

technology and product development and to
develop bespoke solutions for our customers

> Investing in manufacturing capacity to support
customer demand in our core and in four faster
growing segments: semiconductors, healthcare,
clean energy and clean transportation

> Committed to operating sustainably and helping
our customers to improve the sustainability of
their products and processes

@ Read more on Semiconductors

morganadvancedmaterials.com/Semiconductor

@ Read more on Healthcare
morganadvancedmaterials.com/Healthcare

@ Read more on Clean energy
morganelectricalmaterials.com/CleanEnergy

@ Read more on Clean transportation

morganthermalceramics.com/CleanTransportation

14 — Morgan Advanced Materials plc Annual Report 2022

Growth markets

We are specifically targeting four faster
growing markets: semiconductors,
healthcare, clean energy and
clean transportation.

Revenue from faster growing markets (£m)

CAGR

1.7

218

183
156 153

Core markets

Our core market portfolio is diversified
and differentiated. Our core markets
make up 80% of Group revenues.

Revenue from core markets (£m)

874 894
746 767

These are market segments where demands
on materials are increasingly stringent, and our
materials expertise is increasingly relevant.

Share of revenue
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We have a smaller share and less mature position
in these segments, however we generally have
higher levels of differentiation with newer products,
where we are developing options and scaling up.
We have dedicated market specialists who face

into these industries and ensure we address the

needs of today, while developing new products 80
and approaches for the needs of tomorrow.

%

Faster growing Core
® Semiconductors 8% @ Industrial 31%
Healthcare 7%  ® Conventional transportation  16%
Clean energy + 5% ® Metals 14%
clean transportation Petrochemical and chemical  10%
Total 20% Security and defence 6%
Conventional energy 3%
Total 80%
In these core markets, we are leading, or are among the market > Defence and aerospace — we supply various parts and

subsystems. In aerospace, we supply cores for precision
casting of engine parts and fire protection materials for
flight data recorders.

leaders. We have around a 20% share, with strong customer
loyalty, a respected brand and deep application expertise.

> The Industrial sector is the largest component of our core.

It is composed of the diverse customers who incorporate our > Automotive — we produce components and
carbon and ceramic materials and parts into their products and subsystems that we supply into internal combustion
manufacturing equipment. For example, we supply wear parts engine cars at multiple layers of the value chain. They

include friction materials for brake pad suppliers, carbon
brushes for manufacturers of electric motors and filters
for airbag manufacturers.

for industrial pumps, components for metrology equipment,
thermal insulation for power generation and heat recovery,
and ceramic rollers for glass and tile manufacturing.

> Petrochemicals — we offer to operators, installers and The common thread in all these markets is that we provide
technology licensors insulation design and a range of insulation challenging technical features which are critical to our

products and fire protection solutions. customers’ products and/or processes.

> Metals processing — this segment includes high-volume
metallurgy such as aluminium, iron and copper, as well as lower
volume metals such as zinc, titanium and gold. We provide
insulation solutions as well as crucibles which hold liquid metals
and provide flow control to metallurgists and furnace OEMs.



Our strategy, in brief

We have a strategic framework that connec
our strategy, our distinctive competencies a

ts our purpose with
nd our Morgan Code.

We have a strategy to make sure that we are the leaders in our field, with the
customer and materials insight to apply our capabilities quickly and effectively.

Our strategy builds on our strengths and focuses th
in attractive markets, and on the development of th

Ol

“ced materials to Malk

e Group on scalable businesses
ree core capabilities.
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Reliable problem

solving

Ethically, safely and
sustainably

/fnp,- Ove

Key

ﬁ Materials science
We are an acknowledged leader in materials

science for our chosen technology families.

& Application engineering

We have built an understanding of the application
of our materials science in our customers’ products
and processes, in order to provide maximum
benefit through advanced application engineering.

2 Customer focus
Our success comes from aligning everything

we do to focus on the customer.

e
the quality b

Our purpose

Our purpose is ‘to use advanced materials
to make the world more sustainable and
to improve the quality of life’. This purpose
guides our actions.

. The Morgan Code

which set out how we conduct ourselves
in support of our people, our communities,

A set of principles, supported by Group policies,

our business partners and our shareholders.
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Our purpose

To use advanced materials to make the world more
sustainable, and to improve the quality of life. This purpose
guides our actions: it underpins our work to reduce

our environmental impact, informs how we treat our
people, and ensures we fulfil our responsibility for good
corporate governance.

We deliver on our purpose through the products that
we make and the way that we make them.

> We improve the quality of life by supporting medical
diagnostics with our power tubes in medical scanners.
Our feedthroughs are at the core of cochlear implants
and our seals are used in blood pumps. These products
transform people’s lives.

> Our products help keep people safe. We are proud to
design fire protection in everything from cars to tunnels,
and ships to oil platforms.

> We design and manufacture our products to help
customers save energy.

> Our carbon brushes are integral to wind turbines and
power generators and enable electrified rail transport.
Our ceramic rollers are used to make thin-film solar
panels, our insulation is used in solar towers and steam
turbines, and our ceramic cores are used to make more
efficient industrial gas turbines. These are all products
which promote a more sustainable and environmentally
secure future for our planet.

We have three execution priorities that
are helping us deliver our strategy:

|. Big positive difference

We govern our business the right way, look
after the environment, look after our people and
operate to high ethical standards. This priority
supports our purpose and our commitments

on inclusion, treating people fairly, reducing
waste, managing our water consumption,

and reducing emissions.

@ Read more on pages 20 to 21|

2. Delight the customer

We are tailoring out products, services

and support offering to align with customer
needs more closely. This is achieved through
working in partnership with our customers
at all stages of development to understand
any technical challenges and by applying our
materials expertise.

@ Read more on page 22

3. Innovate to grow

We are supporting our customers in both

heavy industries and in green sectors to minimise
their environmental impact. Our innovations

are supporting the decarbonisation of industry.
For example, our thermal engineers are
innovating to design bespoke packages

that accommodate higher temperatures as
customers convert their processes from the
combustion of natural gas to hydrogen.

@ Read more on page 23
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"We are making great progress against

Chief Executive Officer’s review S gang erest progres
our sustainability goals.

"Our people
showed great
commitment
in looking out
for each other
and delivering
for our customers
In this turbulent
environment
and | would like
to thank them
for their terrific
contribution

during 2022."

| am pleased with the progress we made as a Group in 2022. We saw
rapid growth in a number of our end-markets as global economies
recovered from the COVID-19 pandemic. We experienced a challenging
operating environment with rapidly increasing inflation, an energy price
shock in Europe driven by the Russian invasion of Ukraine, ongoing supply
chain and labour shortages in many geographies, and pandemic-related
absenteeism and disruption, in particular in China.

Sustainability

Our purpose is to use advanced materials
to make the world more sustainable and to
improve the quality of life. In 2021, we set
out five long-term goals for our business
together with intermediate goals for 2030.

I. Ascope | and 2 CO, net zero
business by 2050, with a 2030 goal of
a 50% reduction in scope | and 2 CO,
emissions. We have continued to migrate
to carbon-free electricity across the
Group with 49% of our power carbon-
free by the end of the year. We are
continuing to improve the efficiency of
our gas fired kilns and have started to
evaluate electrically fired options for
some kiln types. During the year
we reduced our absolute scope
I 'and 2 CO, emissions by 8.2%.

2. Use water sustainably across our
business, with 2030 goals of reducing
water use and water use in high-stress
areas by 30%. Our overall water usage
increased by I1.6% during the year
driven by volume increases, changes in
mix to more water-intensive products
and processes and some significant
water leaks. A number of process and
infrastructure improvements were
completed during the year and we
expect to see this reflected in our
water usage in 2023. Our water usage

During the year we deployed our
‘thinkSAFE’ training in all of our plants.
We increased the robustness of
plant-level activities including start of
shift briefings, safety tours, near miss
identification and reporting and 55
(Sort, Straighten, Shine, Standardise
and Sustain) and we put greater focus
on cross-group learnings through safety
shares and quarterly focus topics.
Safety is our top priority and continues
to receive a high level of focus
throughout the organisation.

. A workforce reflective of the

communities in which we operate,

with a 2030 goal of 40% of our
leadership population being female.

Our diversity position was unchanged
over the year with 29% females in our
leadership population. We implemented
a number of changes during the year,
including the establishment of three
employee resource groups for women,
veterans and the LGBTQ+ communities.
We have also introduced training for
hiring managers and we are standardising
and modernising our parental leave
policies, starting in the UK.

. A welcoming and inclusive environment

where employees can grow and thrive
with a 2030 goal of a top-quartile

Group results

We delivered robust organic growth

reflecting the good market conditions
and the benefits of our strategy. Our
focus on four faster growing markets

(semiconductors, healthcare, clean

energy and clean transportation) is showing

results with |1.7% organic growth in those
markets during the year. These four
markets represent 19.6% of our revenues.

Operating margins expanded with the drop

through on the volumes and the remaining
benefits of our 2020 restructuring

programme coming through. Free cash flow

was lower than the prior year reflecting
increased capital expenditure and higher
working capital primarily reflecting growth
of the business and increased inventory
holdings to mitigate supply chain risk.

Financial results

> Group revenue in 2022 was
£1,112.1 million, 17.0% ahead of
the prior year at reported rates
and 11.2% higher on an organic
constant-currency basis

> Statutory operating profit was
£140.8 million, profit before tax
was £131.6 million, earnings per
share was 31.0p

> Adjusted operating profit” was
£151.0 million representing adjusted
operating profit margin® of 13.6%

> Group adjusted earnings per share’
was 33.8p (2021: 27.2p)

> Net capital expenditure was
£57.4 million (2021: £28.1 million),
with investment focused on health,

safety and environmental improvements,

investments in efficiency, select capacity
expansion and improvements to the

2022 to move those schemes to a fully
funded position on a long-term objective
basis. This eliminates the £17 million per
year we were due to pay to the scheme
over the next three years and gives us an
expectation of modest or zero payments
after 2025, and is an important step on the
way to an eventual buyout of the scheme.

Investment proposition and
medium-term targets

We held our first capital market event in
nearly 10 years in December of 2022
during which we laid out our investment
proposition and the medium-term targets
for the Group. There are four reasons to
invest in us:

|. We are well positioned in attractive,
high-growth markets

2. We have leading, differentiated
market positions

3. We provide sustainable solutions
to support the energy transition

4. We are a resilient Group delivering
attractive through-cycle returns

In support of our investment proposition,
we have set out a clear through-cycle
financial framework consisting of:

> Organic revenue growth’ of 3%-6% pa

> 12.5%-15% adjusted operating
profit margin”

> Return on invested capital” of 17%-20%

> Leverage of -2 times with the
combination of organic growth,
M&A and shareholder returns to
deliver enhanced EPS growth

This is a credible set of goals, and an

Following the incident, we have been
progressively restoring our networks and
systems including rebuilding of certain
applications and file systems where they
were not recoverable. We have engaged

a number of specialist organisations to help
us with the restoration and with wider
network security. We released a statement
to the stock market on 7 February laying
out the expected financial consequences
of the incident including one-off costs of
around £15 million for the recovery of
systems and specialist support, and a
109%-15% reduction in operating profit

in 2023, compared with analysts’ consensus
at the start of the year, as a result of
inefficiencies in our plants from the

cyber disruption.

In addition to restoring our systems

and infrastructure, we are also accelerating
our IT modernisation programme to
improve our cyber defences and to
provide greater resilience in the event

of a subsequent attack.

We delayed the publication of our full year
results for 2022 to 28 April 2023 to allow
rescheduling of the audit process.

Outlook

During the first quarter we continued to
experience good levels of demand in most
market segments. Looking at the whole of
2023, we are expecting slowdowns in the
large industrial economies as inflation and
the impact of central bank tightening hit
consumer and business activity. We expect
some improvements in China following the
end of COVID-19 restrictions and that may
support growth in South Korea and Japan,
and we expect good growth in India.

We expect to make further progress in
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- in stressed areas decreased by 0.7%, engagement score. We completed our underlying infrastructure of the Group attractive investment proposition for the our faster growing markets given the
showing the impact of improvement engagement survey in December 2022 ., - Group, consistent with the performance strong underlying demand drivers and the
. , A o > Free cash flow" was £(46.9) million ’ , , . -
projects in our plants in high water and our engagement score was 53%, (2021: £66.2 milion) we have delivered in recent years, investments we have been making there.
stress areas. a 3 percentage point improvement over ' < Mition o
the 50% score (n 2021 W have a ot > Net debt’ excluding lease liabilities” e s and/ot; S|harehohlder g  Weexpectinflation o reduce as we
3. Zero harm to our employees, with of activity underwa atla local level to . £Ie48 Sexc ﬁ i e'ifsle . ‘leletzf r}ftum; ot iI)uEJStr?rllgda ansion eet.a‘” go through the year. We will contine to
a 2030 goal of a lost-time accident . / 4 was & e, o MIToM, WIth & Ne dest the substantially de-risked pension position. pass on inflation in higher pricing to our
improve, and we have a long way excluding lease liabilities to EBITDA .
(LTA) rate of 0.10. Our LTA rate was 4 4 P customers and expect our pricing and
. to go, but we are pleased to see an ratio of 0.8 times Cyber incident : :
0.28 (2021: 0.22), a worsening of our improvement year on year. ) continuous improvement efforts to
accident performance, in part reflecting ' Pension scheme In gafly January 2023 we experlencgd more than offset inflation as they have
| a larger number of new employees in In light of Russia’s invasion of Ukraine, we Over the last < e siomificant] a significant cyber attack on our business. in prior years.
the business as we ramped volumes up. took the decision to stop our trading activity —ver t ed a;t Skl]x ylesrs v(\j/e a;/e >len! |canft ’ Whlle the attack was dEteCted. rglatlvely Pete Raby
We are not satisfied with this and we with Russia in February of 2022. Improved the health and periormance o quickly, and we were able to limit the oot e tive Officer
1 the Group, improving growth rates and damage through rapid compartmentalisation

are working hard to improve. We have
a broad programme of work underway
across the Group to improve our safety
position and performance.

profitability, and substantially reducing of the network, the attack resulted in the
liabilities. Continuing these improvements, encryption of a number of our applications
we completed a payment of £67 million and data storage systems, and damage to

into our UK pension schemes at the end of ~ network devices.
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Strategy in action

Big positive
difference

In 2022, we have made a big positive
difference by serving our communities,
and by driving inclusion and diversity.

Our goal is to have a positive impact on the communities
we serve, from supporting job creation and skills advancement
to reducing energy and water consumption at our plants.

In 2022, we have:

>

Championed involvement at a local level, looking to understand
each community’s priorities and concerns. Our people made

a big positive difference. For example, our Stourport, UK, team
supported a local primary school with the design and build of

a unique eco-friendly learning windmill, in collaboration with
pupils from the school.

Committed time to sustainability activities. For example, our
Singapore team carried out a park clean up in their local area,
demonstrating their support for creating a cleaner and improved
environment for everyone in the local community.

Supported the next generation and STEM activities. For example,
our Saint Marcellin, France, plant welcomed students from the
Lyon CESI engineers school, to complete internal audits on site.
Students had the opportunity to apply their audit knowledge to
real life situations, with the support of our local team.

Undertaken a number of water conservation projects to reduce
water usage, especially in high water stress areas. Our Gujarat, India,
team commissioned a new on-site waste water treatment plant
following a water audit to identify opportunities to reduce, reuse

and recycle water at the site. The treatment plant has led to an
impressive |5 kl/day of water recycling capacity.
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Greater diversity
makes sense

for our business,
our people and the
wider communities
we serve. [hat

Is how we make

a 'big positive
difference’.
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We want our leadership teams to be more representative of the
communities that we serve.

In 2022, we:

> Launched our new licence to recruit programme, supporting our
hiring managers through diversity training. We implemented more
diverse hiring panels and created more inclusive language for our
job adverts to have a broader appeal to diverse candidates.

> Developed a new DE&I framework which helped us
launch three new employee resource groups (ERGs) supporting
women, veterans and our LGBTQ+ colleagues. These ERGs
in turn held virtual and in-person events marking important dates
on the diversity and inclusion calendar and opening direct lines
of communication to leaders on key topics.

> Started to develop a modern and appealing inclusive employer
brand, with a reward and benefits programme to attract and
retain talented global leaders.
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Our strategy in action continued
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Delight the
customer

We seek to build trusted partnerships
with our customers, as they have
come to expect that Morgan can

help solve their problems and grow
their businesses.

The more we understand about their business, their market
and their technical challenges, the more effective we can be
at providing them with a solution.

This means we collaborate closely at the technical level to
ensure that our products pass any customer’s stringent and
extensive performance tests. It also means we are often
specified as the supplier for spare parts and maintenance
during the lifespan of products.

During 2022, we have made great progress in supporting
our customers in utilising silicon carbide in power electronics.
One of our customers in the silicon carbide space recently
turned to us for help. Given the sharp growth of the industry,
not all their suppliers were ready to grow with them and our
customer faced the potential of a major supply shortage.

Our dedicated team was quick to establish a new product
and service offering, and within three months started to
supply that new product to our customer. We worked hand
in hand with the customer to clearly understand their product
requirements and rapidly prototype the product through
design testing cycles, and we delivered a precision
manufactured product to meet the immediate need.

We are now scaling the production platform to grow

with our customer.

Long-time and newer customers appreciate how Morgan
delivers great materials science, problem-solving and
operational capabilities to support their business.
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Our success comes
from aligning
everything we do,
across every role,

to focus on the
customer. This is how
we are becoming

a partner of choice.

Innovation is at the heart of
our business. Whether we are
Innovating in our faster growing
market segments, or supporting
the changing requirements
through our energy savings
solutions for more traditional

industries, our materials
iInnovations enable rapid change.

Innovate
to grow

With more than 400 scientists and
engineers across the Group, our
people are busy developing new
materials and applications.
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Our deep expertise in carbon and ceramics is maintained
and strengthened through our ongoing process of research
and development, an area that we invest approximately
£30 million in each year.

Each business unit has a clear strategy and a technology
roadmap that supports our customers and fulfils our purpose
to make the world more sustainable. Today, our innovative
products and solutions are helping customers to reduce
their carbon emissions.

We manufacture precision ceramic cores that are used
to cast turbine blades for aero engines and industrial gas
turbines. Our customers come to us for their most
demanding applications, for example when they need to
hold very fine features on small components. And these
demanding applications arise as the latest generation

of engines need to run hotter to be more efficient.

Our cores enable these new engine technologies.

We produce some of the leading brush grades for wind
turbines, offering longer lifetimes than our competitors.
In addition to enabling wind technology, we also drive
lower maintenance activity, and costs, for wind farm
operators, further reducing the CO, footprint.

In the electrified rail market, we produce a range of collector
strips and carbon shoes to connect the train to the power
cable or rail. In the metro market in China, we have
developed a wide range of high-performance material
grades to perform in the varied climatic conditions across
China. Our products directly enable electrified rail,

and offer superior lifetimes.

Our products are widely used in the semiconductor
manufacturing process. We are seeing rapid growth in
power electronics applications for electric vehicles and
grid power conditioning, and we are directly enabling
clean transportation and the renewable grid.

Through their life, our products typically save 10s or 100s
of times the CO, emitted in manufacture.
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Stakeholders

Our stakeholders are key to the delivery of our strategy.
Below we set out the many ways we engage with stakeholders
and why their engagement matters.

Why our investors are
important to us

Investors

Our investors provide capital for our
business. We value this commitment
and want to ensure investors have

a deep understanding of our business,
our strategy, the market environment
and our governance arrangements.

We publish a yearly sustainability and
responsibility report that details the
progress we are making against our
ESG targets, including full disclosure
of metrics and ratings linked to
environmental performance.

Those who own shares
or wish to own shares in
Morgan Advanced Materials

[t is important to us that we foster
an open and transparent relationship
to enable investors to make effective
investment decisions.

What matters to our investors?

> Capital gain through share
price appreciation

L > Capital return via dividends
How we engage with investors

We engage with our investors directly > Profitability and business growth potential

through both the formal presentation
of results and investor roadshows.

> Quality of governance

> Responsibility and fairness

Our capital markets
event brought to life our
investment proposition
and enabled investors to
hear directly from each
of our global business
unit presidents.

In 2022, we also held a capital markets
event to talk more in depth with our
investors about our four faster growing
market segments.

> The protection of the environment
through the use of more sustainable
materials and the reduction of carbon
emissions, reduction in water use and

We also use these opportunities to talk improved waste management

about the future and the longer-term

plans for our business > Demonstrating our ‘good governance'

approach throughout our
When asked, we complete investor decision-making
questionnaires which give a further
insight into key aspects of our

business performance.

> Demonstrating the positive contribution
we make to society through the
employment opportunities we provide,
through our interactions with the

@ Find out more:

morganadvancedmaterials.com/
CapitalMarkets

We provide a dedicated section on our
website which offers timely information communities where we have our sites
on how we are performing against our and through the support we provide
stated ESG goals. our people

To find out more about investing in
Morgan, please visit our website:

morganadvancedmaterials.com/Invest
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Customers

Those who have purchased our
products or will do so in the future

Why our customers are
important to us

We aim to deliver great service so that our
customers feel valued and choose us as
their ‘go-to’ supplier. To do this effectively

we need to listen to and engage with them.

We develop relationships with our
customers based on mutual trust and
constructive dialogue.

We have a diverse customer base

across the globe, which we serve directly,
and also through joint venture partnerships
and local suppliers.

We are seeing growing demand for
advanced materials as customers push
the boundaries of technology.

We have been working closely with

our customers to develop new solutions
for their next generation of products
and processes.

We are providing products that
are differentiated from those of
our competitors.

How we engage with customers

The relationship with our customers starts
from the moment they look to find out
about our products. We keep customers
updated on the progress of our innovation
and new product applications through
digital and physical channels.

Our sales and service colleagues also keep
customers updated on the progress of
manufacturing; sometimes working
alongside the customer to fine-tune

the product and production process.

We also gather key feedback from
customers about the service we provide
and use this to help improve relationships
and secure future business.

What matters to our customers?
> Reliable and consistent service

> Quality products

> Product and process innovation

> Ability to solve complex problems

> Application engineering capabilities

> How we source our raw materials

> Environmental impact of the products
we produce

Suppliers

Those from whom we purchase
goods or services

Why our suppliers are
important to us

We believe in an open and collaborative
business approach and seek opportunities
for innovation. This collaborative approach
is particularly important to ensure a more
sustainable supply chain.

We aim to use all our resources as
efficiently as possible, minimising the
environmental and social impact on
ourselves, our suppliers, our customers
and the world around us.

How we engage with suppliers

We treat our suppliers as an extension of
our business and therefore expect them to
uphold the same high standards we set

for ourselves. To achieve this, we are

in constant dialogue with our suppliers

to address any issues and maintain
productive relationships.

We publish a Supplier Code of Conduct
which we expect our suppliers to sign up
to and we have regular check points to
ensure that this is adhered to.

What matters to our suppliers?
> Human rights

> Environmental and climate impact

> Quality management

> Cost-efficiency

> Ethical trading policies and
sustainable sourcing

> Developing long-term relationships

25
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Stakeholders continued

Our people contribute
to the culture and

are the driving force
behind our success.

Employees

Anyone directly employed by Morgan Advanced Materials

Why our employees are
important to us

Having people who bring a diverse range
of talents and perspectives, and who feel
engaged in their role, is of paramount
importance to our long-term success.

Our employees have been instrumental

in making Morgan Advanced Materials the
company it is today. They are key to driving
the brand forward and ensuring it remains
relevant in the future.

We work to attract, develop and retain
the right people and ensure they are in
the right roles.

How we engage with employees

The Board is committed to fostering a safe,
ethical and inclusive workplace and spends
time engaging with a diverse cross-section
of employees, as well as monitoring and
assessing the Group's culture. These insights
help inform the Board's discussions on
health, safety and environmental matters,
in monitoring progress in relation to
embedding ethical conduct and
implementation of the Morgan Code,

and in strengthening the capabilities of

our leaders and teams.

At a local level, leadership teams use
feedback from surveys, focus groups, pilot
groups, manager one-to-one conversations
and employee communications to shape
engagement activities with employees.
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At a Group level we solicit feedback through
our annual employee survey “Your Voice',
through social media channels both
internally and externally, and through
employee satisfaction platforms such

as Glassdoor.

At all levels we engage on subjects
important to our people including mental
health at work, safety, the environment,
developing a diverse and inclusive culture,
and the important role of community
and charity.

In 2022, we introduced three new
employee resource groups (PRISM,
Women@Morgan and Military@Morgan)
to give voice to those who may feel
underrepresented. These ERGs are

a key tool in understand the needs of

our people and help to shape thinking
and policy changes.

What matters to our employees?
> Meaningful roles linked to our purpose
> Flexible working

> Focus on wellbeing

> Career development

> Recognition and competitive
compensation

> Asafe, ethical and inclusive
working environment

Pensioners
and pension
trustees

Why our pensioners and pension
trustees are important to us

After more than 160 years in business,
we would not be as strong as we are
today without the combined efforts of all
those who went before. By keeping our
pension commitments, we honour the
hard work and dedication of both current
and past employees.

How we engage with our
pensioners and pension trustees

We engage with both current pensioners
and those yet to retire through regular
pension communications in conjunction
with our pension trustees.

New employees receive communications
about our pension schemes in a bid to
promote financial wellbeing.

What matters to our pensioners
and pension trustees?

The commitment of the Company to
ensure the pension scheme is fully funded
and any deficit reduction plan is maintained

Communities

Those who live or operate in areas where we work —
for example, residents, businesses and charities

Why our communities are
important to us

Our people live and work within wider
communities and relationships with these
communities are key in supporting our
business for the future.

Our relationship with local communities
is mutually beneficial, offering us the ideal
place to find the talent of tomorrow,
while enabling our people to get involved
in activities which directly benefit

these communities.

We seek to build trust by understanding
the issues core to our communities,
operating responsibly and addressing
concerns that are material to them.

We aim to create long-term relationships
with the communities where we operate,
that drive positive change and help build
a more sustainable future.

How we engage with communities

Our aim is to have a positive impact

on the communities we serve, from
supporting job creation and skills
advancement, to reducing energy and
water consumption at our plants. All our
efforts and engagements are governed by
the Morgan Code, our purpose and our
policies on the environment.

As our sites and operations are spread
across the globe, we have the opportunity
to work with many communities. We pride
ourselves on engaging at a local level and
look to understand each community’s
priorities and concerns. We also support
our employees’ involvement in their local
community, from charity giving to local
fundraising, and from volunteering to health
and wellbeing initiatives.

What matters to our
communities?

> Our commitment to the
local environment

> Our conduct as a socially
responsible organisation

> The positive impact we can have on the
community living and working around us

> Employment opportunities

We aim to have a positive
impact on the communities
we serve, from supporting job

creation and skills advancement

to reducing energy and water
consumption at our plants.
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Section 172(1) statement

We believe that considering our stakeholders in key business decisions is not only the right thing to do but is fundamental to our ability
to drive value creation over the longer term and deliver on our purpose: to use advanced materials to make the world more sustainable,

and to improve the quality of life.

[t is not always possible to provide positive outcomes for all stakeholders and the Board sometimes has to make decisions based on
balancing the competing priorities of stakeholders. Our stakeholder engagement processes enable our Board to understand what matters
to stakeholders, and to consider carefully all the relevant factors and select the course of action that best leads to high standards of business
conduct and the success of Morgan in the long term. The principles underpinning s.172 of the Companies Act 2006 are not only
considered at Board level, they are part of our culture. They are embedded in all that we do as a company.

The differing interests of stakeholders are considered in the business decisions we make across the Company, at all levels, and are
reinforced by our Board setting the right tone from the top. All of the Board’s significant decisions are subject to a s.|172 evaluation to
identify the likely consequences of any decision in the long term and the impact of the decision on our stakeholders. Details of our

key stakeholders, how we have engaged with them during the year and the outcomes of that engagement, are set out on pages 24 to 27.
Engagement activities specifically carried out by the Board collectively and individually can be found on page 73.

In performing their duties during 2022, the Directors have had regard to the matters set out in s.172. You can read more on how the
Board had regard to each matter, during the year, as follows:

Key decisions in the year

Reducing the pensions burden

At the Capital Markets Day in December
2022, we announced that we had reached
agreement with the trustees of our UK
Defined Benefit Pension Schemes to make
an accelerated contribution of £67 million.
As part of their arrangement with the
Company, the trustees have agreed to
move to full hedging of inflation and interest
risk. This will benefit both the Schemes
and the Company by significantly reducing
the volatility of valuations in the future,
and represents a significant milestone
towards being able to secure member
benefits by means of annuities with
insurance companies.

The benefits to the Company will be:

> Immediate improvement to free cash
flow, with a reduction in cash pension
contributions of £17 million per annum
for at least the next three years, and
modest or zero contributions thereafter

> Reduced volatility, with the likelihood of
a material deficit arising at future triennial
revaluations substantially reduced

> Prudent approach to hedging, with
leverage on the scheme’s LDI portfolio
targeted below 2.0x.

How the Board reached its decision
When considering the proposals to
accelerate the contribution to the schemes,
the Board considered the Company's
obligations in relation to funding the
schemes and the benefits of de-risking

of the schemes, in light of the prevailing
macro-economic conditions.

The Board met with the Group Pensions
Director on two occasions to consider the
proposal, who in turn met with the trustees
of the pension schemes, to ensure that their
views were taken into consideration.

Stakeholder considerations
Pensioners and pension

trustees — Accelerating the contribution
benefits pensioners and deferred members
as it represents a significant milestone
towards being able to secure member
benefits by means of annuities with
insurance companies. In addition, the
Board considered the likely impact of
reducing the deficit and de-risking the
schemes, thereby enhancing the resilience
of the schemes to changing market
scenarios which would benefit pensioners
and deferred members in the longer term.
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Shareholders — The benefits to
shareholders include the improvement
to free cash flow and the removal of
uncertainty and risk linked to pension
deficit. This step also enhances future
flexibility for capital allocation, enabling
optionality for future cash return

to shareholders.

Lenders/providers of debt — The impact
of funding the schemes on whether the
Company remained within the financial
covenants agreed with lenders.

Outcome and impact of the decision
The Group has had a collaborative
relationship with the pension trustees.
With the accelerated funding and prudent
approach to hedging, the deficit has fallen,
and the contributions have been reduced
by £17 million per annum for the next
three years in line with the Company's
proposal to achieve funding on a low
dependency basis.

Renewal of the revolving credit facility

We also announced in December 2022
that the Group has secured a new
five-year revolving credit facility (RCF)

of £230 million that replaces our existing
RCF that was due to mature in 2023.

The RCF incorporates sustainability-linked
performance targets which align with

our ambitious sustainability plans.

How the Board reached its decision
When considering the proposal, the Board
considered the benefits of securing the
facility early as a contingency in case of
worsening market conditions, and to
ensure continued access to funding.

Stakeholder considerations
Shareholders — By securing the RCF early,
the Company was able to navigate the
deterioration in the general credit and
macro-economic background during 2022
and ensure the Group continues to meet
its going concern requirements.

Lenders/providers of debt — The need to
maintain mutually beneficial relationships
with existing lenders and establish similarly
beneficial relationships with new lenders.

Community and environment —

By incorporating sustainability-linked
performance targets which align with
our ambitious sustainability plans, we
further demonstrate our commitment
to our ESG goals.

Outcome and impact of the decision
The renewal of, and increase in, the RCF
provides the Group with additional financial
flexibility for the future.
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Approval of a progressive dividend policy

We also announced that we would enhance
regular returns via a progressive dividend
policy, by growing the regular dividend
through the cycle with adjusted earnings
cover of circa 2.5x, and provide additional
returns of surplus capital to shareholders

as appropriate.

How the Board reached its decision
When considering the proposals to resume
the payment of dividends for FY22 and
adopt a progressive dividend policy, the
Board considered cash generation, the
performance of the underlying business
and the long-term impact of paying the
dividends on the liquidity and solvency
positions. The Board also considered

the impact of the dividend decisions on
expectations relating to the dividend policy.

Stakeholder considerations
Shareholders — Shareholders’ expectations
in relation to the payment of dividends,
both from a capital return perspective

and as a signal of future performance.

Lenders/providers of debt — The impact
of paying dividends on whether the business
remained within the financial covenants
agreed with lenders.

Employees — For colleagues who
participate in the Group’s employee
share schemes, the payment of dividends
enabled returns for those colleagues.

Outcome and impact of the decision
Following due consideration of all the
matters set out in s.172, the Board
recommended a full-year dividend of 12.0p
per share, with payment of a final dividend
of 6.7p to shareholders in July 2023 and

an interim dividend of 5.3p in November
2022. This recommendation reflected the
Group'’s resilient performance for 2022
and the Board'’s confidence in the Group'’s
structural growth drivers into the future.
The Board concluded that it was in the
long-term interest of the Company to
proceed with the payment of the dividends.
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Non-financial information statement

The information which follows is
intended to explain our non-financial
information, the relevant Group
policies, the due diligence processes
we follow to embed these policies and
their effectiveness.

Our business model on pages 12 to I3
provides an insight into the key
resources and relationships that
support the generation and
preservation of value within Morgan.

Policies

Due diligence in
pursuance of policies

Outcome of policies

and impacts of activities Related principal risks
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Employees Our Environmental, Health and Safety (EHS) Policy is > Audits under the EHS programme Our KPl'in relation to Lost-Time Accident See. page 42 of the Risk Management section:
designed to promote a culture of zero harm for our > Annual self-certification process Frequency is set out on page 4. environment, health and safety risk.
employees, contractors and visitors and eliminate and > “Speak Up' hotline Our safety performance for 2022 is set out
control health risks proactively. > All other applicable regulatory reporting on page 34.

Detail of our safety programme and safety performance is
set out on pages 34, and our EHS Policy is highlighted on
page 37.
The Group has an overarching policy designed to attract, A detailed description of the methods used to Our workforce composition and information The attraction, retention and engagement of
develop, recognise/reward, retain and engage talented support the Group’s people policies is set out on on gender diversity is set out on page 34, people is not considered a principal risk.
: : : 36 to 37 and published bsit di 2022 Gender Pay Gap Report
people and support an inclusive, safe and ethical pma(%(:gsanad\?anc:;m;:rifls iori?E(;uGrP\gﬁci:se ?orga::gvancedmea:eﬁgls Z)ma/lp e An emerging risk relates to potential difficulties
workplace. The Group policy is supplemented by a wide ) ) GenderPayGap ' in recruiting to replace an ageing direct
range of detailed people policies specific to the business workforce in some parts of the business,
or jurisdiction. particularly in remote locations.

Environmental Our EHS Policy sets out the Group’s commitment to the > Data gathering on greenhouse gas See pages 4 to 5 and pages 32 to 33 for See page 42 of the Risk Management section:
protection of the environment in the communities where (GHG) emissions information on our GHG emissions, and environment, health and safety risk.

matters > Our submission to the Carbon Disclosure progress in 2022 in respect of CO,e intensity,

we operate, work and live. The Policy sets out our
intention to reduce energy and water use, reduce our
dependence on natural resources, protect biodiversity
and aim to maximise the positive impact of our products.
Additional information is set out on pages 32 to 33, and
page 36. The full policy is published on our website
morganadvancedmaterials.com/EnvironmentalPolicy.

Project (CDP)
> Annual self-certification
> Our ‘Speak Up’ hotline
> Internal audit processes

> We have engaged ERM CVS to conduct
third-party data assurance of the
environmental metrics for 2022

total energy use, water use and withdrawal,
Additional details are available from our 2022
Full Year Sustainability and Responsibility
Report morganadvancedmaterials.com/
SRReport.

Minimising our environmental impact helps to
protect the environment and enables us to
attract talented employees and to win new
business from customers.

Social matters

Our sites currently take ownership of local community
engagement, through a variety of initiatives, to support
our strategic priorities and benefit local communities,

for example educational outreach and wellbeing support.
We are working to consolidate and align local policies
and practices where appropriate, and to provide

a framework for community engagement that recognises
our global presence alongside local needs.

> Activities are reported internally, including on
our social media platforms

Our business and our employees are more
deeply connected to our local communities.

Although not a principal risk, social risk, and
specifically potential difficulties in recruiting
to replace an ageing direct workforce in some
parts of the business, particularly in remote
locations, is an emerging risk.

Human rights

Our Human Rights Policy establishes our commitment to
protect the human rights of everyone who works for the
Morgan Group and all those who have dealings with us.
The Policy is supplemented by the Morgan Code.

Further information on our approach to human rights
is contained on pages 36 to 37 and published on our
website morganadvancedmaterials.com/HumanRights.

> Monitoring of compliance with the
Morgan Code

> Due diligence processes associated with new
suppliers and our supply chain

> Publication of our Modern Slavery Statement
on our website

> More information is contained on pages 36
and 37

No incidents of human rights abuse or
modern slavery were identified during 2022.

See page 47 of the Risk Management section:
compliance risk.

Anti-bribery
and anti-
corruption

The Morgan Code; Bribery, Corruption & Facilitation
Payments Policy; Gifts & Entertainment Policy and
Donations & Sponsorships Policy make up Morgan’s key
anti bribery and corruption policies. Together these
policies seek to prevent bribery and ensure that our
business is undertaken in an ethical manner and

in compliance with all applicable anti-bribery and
anti-corruption laws. More information on the policies
and processes to prevent bribery and corruption are
contained on pages 37 and 47 and published on

our website morganadvancedmaterials.com/
EthicsCompliance.

> Detailed procedures in place designed to
prevent bribery and corruption, supported
by explanatory manuals and the ethics and
compliance programme of work

> Regular training for relevant employees
is undertaken

> Any reports of breaches in compliance
are investigated and reported to the Audit
Committee, and appropriate action is taken

> Adescription of the control environment,
the internal audit function and the processes
for the review of investigations by the Audit
Committee are set out in the Report of the
Audit Committee on pages 79 to 85.

During the year more than 97% of relevant
employees participated in the Group's ethics
e-learning programme, which included specific
training modules on bribery and corruption.

See page 47 of the Risk Management section:
compliance risk.

There were 162 reports made to the Group’s
whistleblowing hotline during 2022, including
reports on concerns relating to potential
unethical conduct. The reports varied in their
nature and materiality, with certain matters
requiring the support of external advisors

and giving rise to disciplinary action against
employees for breaches of Group policies.
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Environmental, social and governance goals

Greenhouse gas emissions

Morgan’s greenhouse gas (GHG) emissions, such as carbon
dioxide (CQ,), are mostly generated by the combustion of fossil
fuels at various stages of our manufacturing processes. We track
these using a reporting methodology based on the internationally
recognised Greenhouse Gas Protocol. This stipulates the source
for the global warming potential (GWP) rates that we use to
convert non-carbon dioxide emissions into the standard measure
of carbon accounting, i.e. carbon dioxide equivalents (CO.e).

Our sustainability strategy includes actions to reduce GHG
emissions and combat climate change. As public concern grows,
more customers are asking about our GHG emissions as

part of the manufacturing process. The increasing demand for
low-carbon products and processes, and the need to consider
the effects of climate change in general, have had an impact on
our long-term strategy.

The composition of our carbon footprint is shown in the
table below.

Metric tonnes (MT) CO,e 2015 2020 2021 2022
Scope ! 205,570 116,552 122,817 121,989
Scope 2% 137,124 160,126 107,070 89,115
Total® 342,694 276,678 229,887 211,104
Biogenic 1,368 501 877 978
Total Energy Use (GWh) 1,222 994 1,067 1,058
Intensity (MT CO,e/£Em*) 391 304 242 190

|. Total scope | emissions were calculated from the addition of emissions from fuels,
refrigerants and other process emissions. Carbon emission factors are used to convert
energy used in our operations to emissions of CO,e. Carbon emission factors for fuels
are provided by the International Energy Agency (IEA). Process emissions disclosed
(4,516 tonnes, or circa 3.7% of scope 1) in 2022 rely on historical calculations that could
not be evidenced for assurance purposes. We report our emissions with reference to
the latest Greenhouse Gas Protocol Corporate Accounting and Reporting Standard.

2. Carbon emission factors for grid electricity are calculated according to the ‘location-based
method’ and ‘market-based’ where received. The location-based method reflects
the average emissions intensity of the grids on which energy consumption occurs
(using mostly grid-average emission factor data). In 2022, the value of scope 2 GHG
location-based only emissions is 161,235 tonnes.

3. Total emissions include scope | and scope 2 only. Biogenic emissions are treated as
carbon neutral and reported separately.

4. For manufacturing, we have selected an intensity ratio based on sales (on a constant-
currency* basis). This aligns with our longstanding reporting of manufacturing
performance. Emissions from the combustion of biogenic fuels (such as biomass and
coffee husks) within our operations are reported separately from other scope | and 2
emissions, as recommended by the GHG Protocol, and are excluded from our intensity
ratio calculation. The data also excludes scope 3 emissions and emissions from
Company-owned and leased vehicles.
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In March 2021, we set stretching targets
to improve our environmental, social
and governance (ESG) performance and
become a more sustainable business.
We take these commitments seriously
and have plans in place to deliver against
them in the coming years, making a step
change in our performance.

Environment

At Morgan Advanced Materials we

are committed to a sustainable future.
Our aim is to ensure that our products
and manufacturing processes are
designed, built and managed in a way
that enhances their value to society
and our environment.

The information provided is a summary of progress to date.
Further details can be found in our Sustainability and
Responsibility Report 2022 — morganadvancedmaterials.com/
SRReport

Morgan’s aspirations
and 2030 goals

A CO, net zero
business by 2050.

> By 2030, a 50% reduction
in scope I'? and scope 2°

CO2 emissions.

2022 progress and performance

> 2022 Total GHG emissions (tCO,e) is 211,104 tonnes;
which is an 8% decrease over 2021 levels and a 38%
decrease over 2015 values

2022 scope | GHG emissions (tCO,e) is
121,989 tonnes, which is a 19% decrease
over 2021 values and a 419% decrease over 2015 values

2022 scope 2 GHG emissions (tCO,e) is
89,115 tonnes, which is a 17% decrease over
2021 values and a 35% decrease over 2015 values

> Achieved a “B" management score for Climate Change
from CDP recognising we are taking co-ordinated action
on climate issues

What’s next

> Embedding the decarbonisation roadmap to 2050 across
the business. Ensuring the right actions are being taken
to support our near-term and long-term goals

> Awaiting validation and approval of our submitted
GHG reduction targets from the Science Based Targets
initiative (SBT), in line with our 2030 direct GHG
emission reduction commitments

Continue to build our green energy (electricity consumption)
portfolio to 49% of total electricity in 2022

Continuing scope 3 GHG emissions screening and
inventory development work

Scope | includes “direct emissions,” which come from sources owned or
controlled by the Company, from the stationary combustion fuel sources at
each site to generate heat or energy.

. Total scope | emissions were calculated from the addition of emissions from
fuels, refrigerants and other process emissions. Carbon emission factors are
used to convert energy used in our operations to emissions of CO,e. Carbon
emission factors for fuels are provided by the International Energy Agency (IEA).
Process emissions disclosed (4,516 tonnes, or circa 3.7% of scope 1) in 2022
rely on historical calculations that could not be evidenced for assurance
purposes. We report our emissions with reference to the latest Greenhouse
Gas Protocol Corporate Accounting and Reporting Standard.

Morgan’s aspirations
and 2030 goals

Use water sustainably
across our business.

> By 2030, a 30% reduction
In water use in high and
extremely high stress areas.

> A 309% reduction in total
water usage.

2022 progress and performance

> For 2022, total water withdrawal is 1.93 million m?3;
which is a 12% increase over 202! levels and 17%
decrease over 2015. The negative trend towards water
withdrawal is due to increase in production demand
and a few major water leak incidents across the business

> In 2022, water intensity is measured at 1.74m?3/£000,
which is higher than 2021 (1.82 m*/£000)

> Total water withdrawal in high water-stressed areas” is
1% lower than 2021

> Achieved a “B" management score for Water Security
from CDP recognising we are taking co-ordinated action
on water issues

What’s next

> Investing in CAPEX projects towards water savings
across our global sites. This water saving will involve
various methods from rainwater harvesting to
wastewater recycling

> Commencing a programme of water reduction and
leak detection across our production sites to help
combat some of the issues identified in 2022

Scope 2 encompasses “indirect emissions” (the result of Company activities
occurring at sources owned or controlled by another company) associated
with the production of purchased electricity. Scope 2 emissions physically
occur at the facility where electricity is generated. Scope 2 reported includes
market-based and location-based factors. Value for scope 2 GHG location-
based only emissions is 161,235 tonnes.

. Water stressed areas include countries Spain, Italy, Turkey, Mexico, India,

The United Arab Emirates, Argentina, Australia and the state of California, USA.
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Environmental, social and governance goals continued

Social

Our people contribute to the culture
and are the driving force behind

our success. In return we aim to be a
caring organisation where everyone
feels valued and appreciated.

Our key principle is that ‘it is not just what you do, but
how you do it’ that is important. This ethos affects how
we treat our people, how we support the communities
we work in, and how we engage our stakeholders.

Members as at 3|1 December 2022

(includes Executive
w/o CEO/CFO plus
2nd to 4th tier)

Male 57%
(2021: 4; 57%)

Male 71%
(2021: 295; 71%)

Male 70%
(2021: 6; 60%)

Male 66%
(2021: 5,400; 69%)

o | This number has
Male 74% been rounded to the
(2021: 52; 69%) nearest 10.

(includes Executive
wi/o CEO/CFO plus
2nd to 4th tier)

Female 43%
(2021: 3; 43%)

Female 29%
(2021: 122;29%)

Female 30%
(2021: 4; 40%)

Female 34%
(2021:2,400; 31%)

| This number has
Female 26% been rounded
(2021: 19; 31%) to the nearest 10.
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Morgan’s aspirations
and 2030 goals

Zero harm to employees.

> By 2030, a 0.10 lost-time
accident rate

2022 progress and performance

In 2022, our lost-time accident rate was 0.28. This is an
improvement of 37% against our 2015 baseline of 0.45,
but a worsening of 27% compared with last year (0.22),

in part reflecting a larger number of new employees in the
business as volumes increased.

Throughout the year we focused on increasing the

use of our Don't Walk By (DWB) hazard identification/
good practice reporting system, resulting in over 30,000
submissions and a corrective action closure rate of 95%.

We spent time in 2022 building the caring culture across
our business:

> Our 'thinkSAFE" ambassadors delivered our cultural
improvement safety commitment workshops to more
than 9,000 employees

> Our positive employee behaviours and practices were
also recognised over 2,000 times

> In Q2, Earth Day was celebrated across the organisation
with activities focused on protecting our planet

> We launched a refresh of our ‘take 5 for safety’ process
that helps our employees think through the risks before
undertaking a task

What’s next

In 2023, we are:

> Implementing ‘EHS 360", a stand-alone EHSS reporting system
to improve dynamic data and consolidate reporting platforms

> Making ergonomic improvements at several sites across
the organisation

> Continuing our monthly and quarterly ESG topics

> Continuing our ‘thinkSAFE" workshops and ambassador training

For LTA rate calculation, the total resource working hours are derived from the addition
of employee working hours and agent/contract worker waged hours. We acknowledge
a few limitations in terms of the standard methodology for total resource working hours
calculation/reporting; however, we are currently in-process to finalise standard
calculation/reporting methodology and policy at the Morgan Group level.

Morgan’s aspirations
and 2030 goals

A work environment where
all employees are valued and
can do their best work.

> By 2030, we will have a top
quartile engagement score.

2022 progress and performance

In 2022, we launched three employee resource groups (ERG)
to serve as a visible sign of our commitment to a diverse and
inclusive workplace. The three ERGs are:

> Women@Morgan
> Military@Morgan

> PRISM — Pride, Respect, Inclusion and Support at Morgan,
supporting our LGBTQ+ community and their allies

We held a number of inclusive events and supported chapters
of our ERGs to get together on sites.

We also took steps to address the feedback received from
our previous global employee engagement survey, and
improved our score to 53% in 2022 (2021: 50%).

What’s next
In 2023, we are:

> Supporting our hiring managers through our new
licence to recruit programme. This initiative brings
inclusiveness and diversity training to hiring managers,
supports the implementation of more diverse hiring
panels and supports the development of more inclusive
language in our job adverts

> Developing a global Respect@Work policy

> Introducing childcare and eldercare concierge services in
some of our biggest geographies to support those in our
workforce with caring commitments

Using both positive and negative feedback from our
“Your Voice’ survey, to tackle the issues that our people
have identified and that they care about the most

Morgan’s aspirations
and 2030 goals

Our employee demographics
will be inclusive and reflective
of the communities in which
we operate.

> By 2030, 40% of our leadership
population will be female.

2022 progress and performance

In 2022, we relaunched our early careers programme,
with an increased focus on diversity; 45% of the cohort
were female.

Following the launch of Women@Morgan, our employee
resource group, we held virtual and in-person events
marking important dates such as World Menopause Day
and opening direct lines of communication to leadership.
A key area of development in supporting our women has
been driving acceptance on open communication around
gender issues.

Our recent employee engagement survey told us that:

> Women are more engaged than men (57% v 52%)
at Morgan

> Work life balance is better for women than men in
Morgan (69% v 62%)

> 85% of women feel valued at Morgan, versus 81%
for men

What’s next

In 2023, we are:

> Focusing on the recruitment of our direct labour force.
Our entry-level employees are the future leaders and
managers of tomorrow and getting the gender balance
right at this level will support greater diversity at the
mid and senior levels in the organisation by 2030

Developing an appealing employer brand, in order

to articulate better our culture and in part the positive
experiences of women in Morgan. Through this
work we will also support the creation of more
female-friendly policies

Utilising more female-specific development programmes,
better supporting the diverse development needs of
women at all levels
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Environmental, social and governance goals continued

Governance

We view good governance as crucial
to business success, and conducting
and managing our activities in a
responsible manner has always been
an important part of our strategy.

We are committed to fulfilling our responsibilities
to our stakeholders and seek continuous improvement
in the standards of governance that apply across all of

our businesses.

Policies

We are committed to a sustainable future.

To support our goals, we have policies
and practices in place to ensure we are
meeting our obligations.

@ Read more at morganadvancedmaterials.

com/ESGPolicies

Morgan’s aspirations

and 2030 goals

Responsible procurement
and supply chain management.

2022 progress and performance

We publish a Supplier Code of Conduct which provides
a set of minimum conduct standards that we expect from

our suppliers globally. Our Supplier Code focuses on

treating people fairly, complying with health and safety rules,
protecting the environment, and adhering to important
ethics and compliance obligations.

In 2022, we distributed the Supplier Code to ensure awareness
of our conduct standards. We collected responses through

a self-assessment questionnaire to determine how our

top tier suppliers implement ESG-related targets, policies,

and practices within their operations.

What’s next

We are:

> Continuing to review our population of third parties,
with emphasis on entities who may act on our behalf or
interact with government officials

> Analysing ESG self-assessment responses to determine
the status of our contracting parties’ ESG programmes
and offer guidance for further development

> Continuing active participation in voluntary industry-wide
Product Stewardship Programmes (PSP) in both the
US and EU, with internal and external targets for airborne
fibre monitoring met in US and internal targets in
EU (with data driving targeted improvements)

Environment

Our EHS Policy sets out the Group’s
commitment to protect and enhance

the environment, to minimise the
environmental impacts of our activities
and to maximise the positive effects of our
products and services. Our manufacturing
processes have environmental impacts
arising from the consumption of
resources, air emissions, waste generation
and water discharge. We seek to minimise
these impacts and to go beyond minimum
legal requirements, by focusing on
continuous improvement and establishing
certified environmental management
systems at our operating facilities.
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The Policy and framework set minimum
standards and provide guidance on what
is expected of our sites. Environmental
performance is managed at the local level,
with top-level oversight by the Group.
Guided by our Policy, designated EHS
personnel are responsible for compliance
with local laws and regulations and for
facilitating continuous improvement at

a site level.

Morgan’s aspirations
and 2030 goals

Transparency in our reporting.

2022 progress and performance

Our policies and frameworks set minimum standards and
provide guidance on what is expected of our sites. For example:

>

Morgan Advanced Materials' EHS Policy sets out the
Group’'s commitment to protect and enhance the
environment, to minimise the environmental impacts of
our activities and to maximise the positive effects of our
products and services

Morgan Advanced Materials’ Conflict Minerals Policy which
sets out the Group’s commitment not to support the sourcing
of conflict minerals originating from countries which are
involved in or contribute to social or environmental abuses.

In 2022, we also piloted ‘Life Cycle Assessment’ (LCA) across
two of our GBUs. We used the LCA results internally to
understand our products and their hotspots.

>

We've shared our EcoVadis scorecard with circa
80 companies which demonstrates how we align and
support our customers with their ESG aspirations

What’s next

> In 2023, we aim to have Environmental Product

Declarations (EPDs) and Product Carbon Footprints
available for selected products to support customers
with their own reporting obligations

As we do this, we will be able to use the data to help inform
our environmental decisions, looking to reduce the impact
of our products on energy usage, water usage, waste and

Morgan’s aspirations
and 2030 goals

Ethical conduct.

2022 progress and performance

The Morgan Code is a foundational component of our ethics
and compliance programme. The Morgan Code is a set of
principles, supported by Group policies, which set out how
we must conduct ourselves in support of our people, our
communities, our business partners and our shareholders.

It applies to all employees and extends, as appropriate, to
Morgan’s business partners including agents, joint venture
partners and other third-party representatives.

In 2022, we held numerous engagements with our people
worldwide including Morgan’s first Ethics Week to provide
training on business ethics topics and consider potential
ethical dilemma scenarios. We remained committed to
providing required quarterly ethics training for over 3,000
in-scope employees, and enhanced our collection and
analysis of ethics and compliance programme data to
ensure senior leaders have visibility of how risk controls
are working in practice.

What’s next

> Our ongoing focus is to continue employee
engagement on ethics and compliance

> We are focused on ensuring awareness of ethical
conduct expectations and increasing effectiveness of
controls across our business

> In addition, we are completing periodic reviews of risks
and controls in areas of our operations that may give
rise to heightened bribery or antitrust risks

other environmental factors

Safety

Our Health and Safety Policy provides all
our locations with minimum standards,
advice and guidance. Our minimum
standard is based on current requirements
from the UK and US legislative codes

and associated best practice. If a local
in-country standard is higher than these,
the sites are required to achieve the local
standard. There are a number of key sub
policies. The compliance audit programme
is conducted against the health and safety
framework, systems and KPIs, with a focus
on high-risk items. All our manufacturing
facilities are reviewed on a four-year
rolling cycle.

People

Our employee policies are set locally to
comply with local law and are within the
overall Group framework. Individuals
who are aware of, or suspect, issues
contravening our Group policies or

the Morgan Code, can report these
confidentially via a ‘Speak Up’ hotline.

As an international business, the Group
supports the UN'’s Universal Declaration
of Human Rights, and the Group’s Human
Rights Policy applies to all our businesses
worldwide. The Policy is available on our
website and covers child labour, forced
labour, health and safety, freedom of
association, discrimination, discipline,

working hours and compensation.

The Group’s Modern Slavery Act
Transparency Statement, which is
published annually on our website, details
action taken to support the elimination of
modern slavery and human trafficking.

We promote equal opportunities for all
employees and job applicants and do
not unlawfully discriminate. We make
reasonable adjustments to accommodate
any employee who may have a disability
within the meaning of all global equality
legislation, and where the Company is
aware of such disability.
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Task Force on Climate-related
Financial Disclosures (TCFD)

Our full TCFD statement has been
published separately on our website.

We have chosen to publish this separately
from the Annual Report in order to provide
a more detailed analysis, in addition to
the mandatory disclosures. We see this
document as an important area of
governance, and therefore we are
publishing in the same way as our
policies, the Morgan Code and our

other obligations.

@ morganadvancedmaterials.com/TCFD

We have included a summary of the
TCFD Report in this section.

Climate change is a complex challenge

to navigate, requiring the development of
new methodologies and strategies and
new ways of thinking about the risks and
opportunities to our business. We have
built on our previous statement and
improved in the following ways:

I. Our net zero roadmap

Within the disclosure, we have shared
our net zero roadmap which outlines
our strategy towards carbon neutrality
in 2050.

2. Scenario analysis

In 2022, Morgan undertook a physical
and a transitional scenario analysis pilot.
As a large energy consumer, a potential
risk to Morgan is exposure to carbon
taxation. In response to the results from
the scenario analysis, we have developed
a kiln strategy and incorporated this into
our net zero roadmap.

3. Further embedding of targets

Greenhouse gas emissions targets are now

part of our Long-Term Incentive Plan (LTIP).

Climate change is one of the greatest
challenges facing society. We believe it is
important to all our stakeholders to report
our approach in a transparent and robust
way. The Task Force on Climate-related
Financial Disclosures has developed a
disclosure framework to help companies
improve and increase the understanding

of their reporting of climate-related financial
information. We are pleased to be
reporting in line with the recommendations
for a second year and building on this
disclosure in years to come.

Listing Rule 9.8.6R Compliance
Statement

Morgan Advanced Materials is reporting
in line with FCA Listing Rule 9.8.6R(8)
by including climate-related financial
disclosures consistent with the TCFD
recommendations in this TCFD Report.
We consider our climate-related financial
disclosures to be consistent with eight of
the recommendations, however we

are adopting an explain stance for the
following three recommendations:

I. Strategy B — The impact and responses
to climate-related risks are disclosed,

but many are not yet fully quantified.
Further scenario analysis through 2023
on the remaining risks and opportunities
will allow for more quantitative analysis

in future years.

2. Strategy C — Scenario analysis has not
been completed on all listed risks and
opportunities. Analysis on remaining risks
and opportunities will be completed for
future reporting years.

3. Metrics and Targets B — scope | &2
data is disclosed but it was not possible to
complete a scope 3 inventory for the
reporting year. Results of an initial scope 3
screening exercise based on prior year data
are included, and the development of a
scope 3 inventory is planned during 2023.
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Streamlined Energy and
Carbon Report

This report summarises our energy usage,
associated emissions, energy efficiency
actions and energy performance under

the government policy Streamlined Energy
& Carbon Reporting (SECR). This is
implemented by the Companies (Directors’
Report) and Limited Liability Partnerships
(Energy and Carbon Report) Regulations
2018. Also, it summarises in the appendix,
the methodologies utilised for all
calculations related to the elements
reported under energy & carbon.

Morgan Advanced Materials PLC are

a UK incorporated business and is also

a main-market listed company. Under SECR
legislation we are mandated to include
energy consumption, emissions, intensity
metrics and all energy efficiency
improvements implemented in our most
recent financial year, for our UK operations.
An operational boundary has been applied
for the purposes of the reporting.

Since 2015 we have reduced our scope |
and 2 GHG emissions by 38%. Absolute
emissions are our key metric for monitoring
our annual efficiency savings. 92 projects
which tackled our energy and water
consumption were completed across

the Group as we work towards our

2030 ESG goals.

Examples of energy efficiency projects
delivered in 2022 include:

> Solar capacity — we have increased our
solar capacity at three of our sites: Yixing,
China, South Africa and Aurangabad,
India. This increased capacity will move
these sites closer to becoming entirely
energy independent.

> LED Installation — we continue to install
LED lights at our facilities. During 2022,
and additional nine sites had LED lighting
systems installed. This has made our
lighting systems at these sites as energy
efficient as possible.

> Equipment Efficiency — during 2022,
we replaced equipment with more
efficient models. At out facility in Ranipet,
India, fuel oil furnaces were replaced with
electric furnaces, eliminating the need
for fuel oil heating and moving to a more
efficient energy source. At our facilities in
Coudersport, USA and St Marys, USA,
the ovens have been changed to electric
models which are 30% more efficient.
Efficient compressed air systems have
also been installed at our facility in New
Bedford, USA, further reducing our
energy consumption.

> Fuel Efficiency — through the installation

of a heat recovery system at our facility
in Suzhou, China, our furnace fuel
consumption has reduced by 15%.

> Equipment Optimisation — during

2022 we have optimised the furnace
loading and firing pattern to avoid

suboptimal use.

> We have also replaced existing heat

pumps with more energy efficient
models. Compressed air systems have
been improved with leak detection

and upgrades.

Energy Monitoring — improvements in
energy monitoring have been made at
our facility in Fostoria, USA. This includes
the installation of sub-meter and energy
monitoring systems that will allow a more
accurate view at one of our largest sites.

Our GHG emissions are reported on
an operational control basis. Our UK
operations comprise five manufacturing
sites and two non-manufacturing sites.

Units 2022 2021 2020

Total scope | Energy Consumption' MWh 636,583 648,833 592,325
UK operations (total) MWh 37,988 37,358 36,277
Natural Gas MWh 37,987 37,355 36,253
LPG MWh I 3 24
Global (excluding UK) MWh 598,595 611,475 556,048
Total scope | GHG emissions' tCO,e 117,474 118,747 108,321
UK operations tCOze 6,934 6,763 6,670
Global (excluding UK) tCO,e 110,540 111,984 101,651
Total scope 2 Energy Consumption MWh 421,490 417,835 387,177
UK operations MWh 15,205 15,083 15,673
Global (excluding UK) MWh 406,285 402,752 371,504
Total scope 2 GHG emissions? tCO,e 89,115 107,070 160,126
UK operations tCOze - - 3,657
Global (excluding UK) tCO,e 89,115 107,070 156,469
GHG intensity? tCO,e/MWh 0.195 0.212 0.274
UK operations tCO,e/MWh 0.130 0.129 0.199
Global (excluding UK) tCO,e/MWh 0.199 0.216 0.278

I, Excludes transport and process emissions.
2. Market-based method.

3. GHG intensity figure uses the total Scope | and Scope 2 market-based GHG emission figures.

Methodology

This report (including the Scope | and 2 consumption and CO2e emissions data) have been developed and calculated using the GHG Protocol — A Corporate Accounting and Reporting
Standard (World Business Council for Sustainable Development and World Resources Institute, 2004); Greenhouse Gas Protocol — Scope 2 Guidance (World Resources Institute, 2015);
Environmental Reporting Guidelines: Including Streamlined Energy and Carbon Reporting Guidance (HM Government, 2019). Global (Excluding UK) Scope | and 2 calculations have

been developed using IEA 2022 emission factors along with supplier-specific emission factors. Government Emissions Factor Database 2022 version | has been used, utilising the

published kWh gross calorific value (CV) and kgCO2e emissions factors relevant for reporting period 01/01/2022 — 31/12/2022. All consumption data for Morgan Advanced Materials PLC
was complete for the reporting period. Therefore, no estimations were required.
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Risk management

We have an established risk
management methodology
which seeks to identify,
prioritise and mitigate risks,
underpinned by a ‘three
lines of defence’ model
comprising an internal
control framework, internal
monitoring and independent
assurance processes.

The Board considers that risk management
and internal control are fundamental to
achieving the Group aim of delivering
long-term sustainable growth in
shareholder value.

Principal and emerging risks are identified
both ‘top down’ by the Board and the
Executive Committee and ‘bottom up’
through the Group’s global business

units (GBUs). The severity of each risk is
quantified by assessing its inherent impact
and mitigated probability, to ensure that
the residual risk exposure is understood
and prioritised for control throughout
the Group.

Senior executives are responsible for
the strategic management of the Group’s
principal and emerging risks, including
related policy, guidelines and processes,
subject to Board oversight.

During the year, a number of actions
were identified to continue to improve
internal controls and the management
of risk, including:

> increased focus on the Group's
‘thinkSAFE’ programme, focusing
on developing a caring safety culture,
together with work to strengthen
our safety systems

> continued focus on Trade Compliance
with the implementation of ‘thinkTRADE’

> continued focus on a robust internal
financial control environment

> continued focus on the Group's
‘Speak Up’ process; including
strengthening the visibility of the process

> further emphasis on the ethics
agenda, including self-certification of
policy compliance and the ethics and
compliance training platform providing
mandatory global quarterly training

> driving forward the Group's
sustainability agenda.

Cyber incident

We informed the market on 10 January
2023 that we had detected unauthorised
activity on our network. Immediate steps
were taken to contain the incident, launch
response plans, engage our specialist
support services and embark on restoring
systems. A small number of systems have
proven irrecoverable. We are accelerating
the implementation of a new, cloud-based
ERP solution at the affected sites and
across the Group as a whole. We are also
expediting improvements to the Group’s
overall IT infrastructure, procedures and
framework. The Board continues to
monitor the impact of the incident and
receives regular updates on the progress
against the actions taken to mitigate the risk
of further incidents. We continue to run
regular training programmes on cyber risk
and IT security.

Risk appetite

The Board reviewed its appetite for the
Group’s principal risks and concluded that
its appetite for these risks was unchanged
from the previous year. The Group is willing
to take considered risks to develop new
technologies, applications, partnerships
and markets for its products and to meet
customer needs. The Group strives to
eliminate risks to product quality and health
and safety, as these underpin the success
of the Company's products and the safety
of our people and contractors.

The appetite for risk in the areas of legal
and regulatory compliance continues to
be extremely low, and the Group expects
its businesses to comply with all laws and
regulations in the countries in which they
operate. The Group also has a low
appetite for financial risk. During the vear,
the Board monitored the Group’s current
risk exposure relative to the Board's
appetite for different risks. There were
no risks where the current risk exposure
exceeded the Board'’s risk appetite.
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Emerging risks

As part of the ongoing risk management
process, the Board and the GBUs identified
and assessed emerging risks. None of these
emerging risks are currently deemed to be
significant and they are therefore not listed
amongst the Group's principal risks below.
They are identified, assessed and monitored
continuously to be able to respond
effectively when they crystallise. The key
emerging risk areas identified were:

> Regulatory risk: manufacturing regulations
— regulatory requirements for certain
hazardous materials. Tax regulations
— with governments globally aiming to
reduce their national debts following
the COVID-19 pandemic.

> Social/Societal — potential recruitment
challenges to replace an ageing direct
workforce in some locations; longer-term
changes to end-markets, redirecting
effort to new end-markets for example,
electric vehicles, domestic heating,
decentralised generation of energy.

> Business model: route to market —
potential permanent change in traditional
selling models requiring an accelerated
shift to e-commerce. Change to
permanent remote working with our
employees, customers and vendors.

These emerging risks are continually
monitored so that their potential impact

can be understood and mitigated to prevent
them from becoming more significant.

They are also considered as an integral part
of the strategic planning process, and they
form part of the focused risk review of

each GBU.

The following are the Group's principal risks
and uncertainties and they represent the
risks that the Board feels could have the
most significant impact on achieving the
Group's strategy of building a sustainable
business for the long term, and could
impact the delivery of strong returns to the
Group’s shareholders. An indication of the
Board's assessment of the trend of each
principal risk — whether the potential
severity has increased, decreased or is
broadly unchanged over the past year —

is provided.

Operational risks

Risk description, assessment and trend from 2021

Mitigation

Technical
leadership

Severity:
Moderate

Trend:
Unchanged

Risk appetite:

The Group’s strategic success depends on
maintaining and developing its technical leadership
in materials science over its competitors.

Unforeseen or unmitigated technology
obsolescence, the emergence of competing
technologies, the loss of control of proprietary
technology or the loss of intellectual property/
know-how would impact the Group’s business

The Group has a dedicated technology team within

each GBU which monitors relevant technology and business
developments, using technology roadmaps linked to

20 major technology families, to ensure it remains at the
leading edge of development. The Group also has four
Centres of Excellence. These Centres focus Morgan Advanced
Materials’ expertise and research resources on further
developing core technologies and identifying new
opportunities and applications.
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Higher and its ability to deliver on its strategic goals.
. The GBU leadership teams proactively monitor their
The advanced technological nature of the Group ership pro Y
. L . . . technology priorities and R&D investments and have
requires people with highly differentiated skill sets. : . .
S . . implemented a stage-gate process to manage this effectively.
Any inability to recruit, retain and develop the . .
. . . , These projects are also regularly reviewed by the CEO
right people would negatively impact the Group's and CFO
ability to achieve its strategic goals. '
Where Group products are designed for a specific customer,
they are developed in partnership with the customer.
The Group seeks to secure intellectual property protection,
where appropriate via a Trade Secret Standard, for its existing
and emerging portfolio of products and has an in-house
counsel dedicated to intellectual property protection,
with the support of external advisors.
The GBU IP Strategies place emphasis on improving
trade secret management activities. Group policy includes
a Trade Secret Standard document.
Operational As part of the Group's strategy to improve the Changes to operational processes are carefully considered
execution/ efficiency of its operations and organisation, by site and GBU management before implementation.
organisational various changes have been made to operational Operational improvements and savings are monitored against
change processes at individual sites, to the GBU set budget by the GBUs and the Executive Committee to ensure
Severity: up and to the Group’s structure. Further that changes deliver the savings promised without disruption
Y improvements and changes are planned for to business operations. New capital investments are approved
Moderate . , . ,
future years. Failure to manage these changes at appropriate levels of the Group and delivery of these is
Trend: adequately could result in interruption to overseen by GBU and Group management.
Unchanged operations or customer service, or a failure

Risk appetite:
Moderate

to maximise the Group's opportunities.

Organisational changes are assessed by the Chief Executive
Officer, the Executive Committee and in certain cases by
the Board before being implemented in line with local
employment regulations.

A number of global functionalisation initiatives were
implemented within the GBUs and IT in 2022 to align
and standardise data and processes. The benefits of these
projects will strengthen our business in 2023.

Change management capabilities throughout the business
were developed to address the current global changes
and challenges.

@ Further detail on our strategy can be found on pages 16 to 17
and 20 to 23
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Risk management continued

Operational risks

Risk description, assessment and trend from 2021

Mitigation

Portfolio
management

Severity:
Low

Trend:
Unchanged

Risk appetite:

The Group operates across a range of product
and technology families. These are subject to
long-term market trends which may lead to either
obsolescence or opportunities to further expand
the Group. Failure to manage the Group’s
portfolio of businesses proactively and in line

with this technology profile could lead to the value
of the Group’s businesses being eroded over time
or to a failure to exploit opportunities to acquire

The Board performs regular reviews of the Group’s portfolio.

During 2020, the Group launched a COVID-19-related
restructuring and efficiency programme. This accelerated
existing plans to simplify the Group'’s portfolio and align
capacity with the anticipated demand across the business.
This programme was completed in 2021.

During 2022, opportunities to acquire businesses were
actively reviewed on a continuing basis.

Moderate businesses with the capability to add further value

to the Group.

Macro- The Group operates in a range of markets and The Group’s broad market and geographic spread helps to

economic and  geographies around the world and could be mitigate the effects of political and economic changes.

olitical ffected by political, ic, social lat .
pott ariected by political, economic, socal of FEgUIaory annual Budgets and Strategic Plans, as well as monthly
environment  developments or instability, for example an L . .
: . . forecasts for Morgan'’s different businesses are used to monitor
. economic slowdown or issues stemming ) . . s )
Severity: . . delivery against expectations and anticipate potential external
o from oil and natural resource price shocks. . . .

Significant risks to performance. These are subject to regular review by
the Executive Committee and the Board.

Trend:

Adverse In 2022, the macro-economic and political environment has
declined further, driven by increased energy costs and inflation,
deglobalisation and the various global conflicts.

Further global issues considered by the Board this year
included the continuing impact and uncertainty relating to
the trade negotiations between the US and China.

Environment, The Group operates a number of manufacturing Managing its operations safely is the Group’s number one

health and facilities around the world. A failure in the Group's priority. The Group has a comprehensive EHS programme

safety (EHS)  EHS procedures could lead to environmental managed by the Group Environment, Health, Safety and

Severity: damage or to injury or death of employees or Sustainability Director, with clear EHS standards and a

H?g‘:we y: third parties, with a consequential impact on comprehensive programme of audits to assess compliance.

operations and increased risk of regulatory or . L
P . . ' g 4 The Group Environment, Health, Safety and Sustainability
Trend: legal action being taken against the Group. ) . X
: : : Director, working with the Global EHS Leads, sets annual
Unchanged Any such action could result in both financial

Risk appetite:
Very low

damages and damage to reputation. Given the
long history of many of the operations of the
Group, there is also a risk that historical operating
and environmental standards may not have met
today’s environmental regulations. In addition,
the Group may have obligations relating to prior
asset sales or closed facilities.

priorities for EHS which are approved by the Executive
Committee. These form the basis for individual sites’ own
EHS priorities and plans and complement the Group’s
‘thinkSAFE’ behavioural safety programme.

EHS performance is monitored by the Group Executive
Committee and the Board. Our LTA rate was 0.28 (2021:
0.22); it has been impacted by a larger number of new
employees in the business as we ramped up production
volumes. During 2022, our ‘thinkSAFE’ behavioural
programme was fully deployed, with all employees taking
part. Safety continues to receive a high level of focus
throughout the organisation.

As at 31 December 2022, the Group was managing projects
to remediate legacy contamination at a number of former
operational sites in conjunction with external specialists

and relevant authorities.

The Group’s commitment to protecting and enhancing the
environment is set out on pages 32 to 33 and 36 to 37.

TCFD disclosures are set out on pages 38 to 39.

Details of the Group’s provisions and contingent liabilities can
be found in note 24 to the consolidated financial statements.
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Operational risks

Risk description, assessment and trend from 2021

Mitigation
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Pandemic The overall risk severity has been increased In all manufacturing sites, ways of working to respond to the

. based on assessing a potentially higher impact of pandemic were successfully adapted and matured further —
Severity: ‘ . . . . . Y
Hich a future pandemic. including social distancing, hygiene measures and additional

' . . . . PPE — to keep our people safe. Flexible working from home
Communicable disease impacts ways of working, .
Trend: ) o was also established, and further strengthened for all roles
the supply chain and the ability of employees to
Adverse . that could do so.
travel to work in affected areas.
L ! The Group has provided clear and timely communication to
The Company'’s priority is to take all actions and . . . .
. reinforce the importance of following safety measures in every
precautions necessary to ensure the safety and o
. part of the organisation.
wellbeing of our employees.
Climate Global climate change poses short-term and The Group actively mitigates the two transitional risks of
change longer-term challenges for our business. The carbon pricing and eliminating natural gas.

. expected changes are far-reaching and irreversible. . . L .
Severity: P g g The Group evaluated climate scenario analysis via modelling
High by an external consultant in 2022.

Trend: This includes several longer-term risks like heat stress,

Unchanged water scarcity, sea level rise, and supply chain disruption.
Additionally, adverse/extreme weather changes are a potential
risk which is monitored by the GBUs and the respective sites.
Science Based Target initiative (SBTi) targets are under
development to align with a well below 2°C scenario
climate risk.

Product Products used in applications for which they Many of the Group’s products are designed to customer

quality, safety
and liability

Severity:
High

Trend:
Unchanged

Risk appetite:

were not intended or inadequate quality control/
over-commitment on customer specifications
could result in products not meeting customer
requirements, which could in turn lead to
significant liabilities and reputational damage.

Some of our products are used in potentially
high-risk applications, for example in the
aerospace, automotive, electric vehicle,

specifications. Morgan Advanced Materials’ quality
management systems and training help ensure that all
our products meet or exceed customer requirements
and national/international standards.

The Group Legal Policy requires that contracts relating to
products used in potential high-risk applications are subject
to legal review to ensure that appropriate protections are in
place for product quality risks. Group-wide training on the

Low medical and power industries. policy requirements continues.
The Group insurance programme includes product liability
insurance and is reviewed annually by the Board.
IT, cyber Across the industry the frequency of cyber attacks Following the cyber incident experienced in January 2023
security is growing, influenced by increased connectivity, (referred to above on page 19), the Group's security and
and data an accelerated shift to cloud platforms and monitoring programme has been expedited. We continue
management remote working. to run training programmes on cyber risk and IT security and
. . have strengthened the ‘thinkSECURE’ internal brand as an
Severity: The global regulatory compliance landscape,
e . . . . awareness programme.
Significant including export regulations, continues to mature
and add complexity to how we process, store and We continue to monitor the regulatory and compliance
Trend: , . .
Adverse share internal and external data on a global level landscape and emerging regulations, such as the US

Risk appetite:
Very low

within the Group. Failure adds significant risk to
the GBUs and the Company.

The effective management of the Group’s

IT infrastructure is important in enabling our
businesses to deliver customer requirements
reliably. Key business system failure might
impact the ability of the business to deliver
on its strategic goals.

Department of Defense’s Cybersecurity Maturity Model
Certificate (CMMC), and the EU-GDPR and UK Data
Protection Act (DPA) 2018.

Data management is seen as an increased risk area. Steps

to address this are in place, including a Data Governance
Committee and a data classification project which is focused
on identifying, monitoring and protecting the use of data across
the Group.
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Risk management continued

Operational risks

Risk description, assessment and trend from 2021

Mitigation

Supply chain/
business
continuity

Severity:
High

Trend:
Favourable

Risk appetite:
Higher

The Group has potential single-point exposure
risks, which include:

> Single-point supplier — a significant interruption
of a key internal or external supply could impact
business continuity.

> Single-point site — a key site exposed to a strike,
a natural catastrophe or a serious incident,
such as fire, could impact business continuity.

One Group site, Hayward, is situated in the
California earthquake zone (US). Certain of
the Group’s businesses are important for
intercompany supply purposes.

The Group has a diversified manufacturing, customer and
geographic base which provides a level of resilience against
single-point exposures. Were any site to be unavailable,
production in many cases could be switched to other sites.
The Business Continuity Policy supports minimum standards
at the Group'’s most important sites for intercompany supply.

Management of these risks also involves monitoring and
reviewing supply chains (internal and external), dual/multiple
sourcing of materials or strategic stock, site security and safety
mechanisms, business continuity plans, and maintenance of
product quality and strong customer relationships.

The overall risk severity has improved based on a reduced
probability resulting from the effects of the ongoing
GBU activities.

The Group insurance programme includes business
interruption cover and specific cover in relation to the impact
of an earthquake in California, US; this Group-level insurance
is reviewed annually by the Board.

Treasury

Severity:
Moderate

Trend:
Unchanged

Risk appetite:
Low

The Group's global reach means that it is exposed
to uncertainties in the financial markets, the fiscal
jurisdictions where it operates, and the banking
sector. These heighten the Group’s funding,
foreign exchange, tax, interest rate, credit and
liquidity risks as well as the risk that a bank failure
could impact the Group’s cash.

The Group’s treasury function operates on a risk-averse basis.
Required controls over selection of banks, cash management
and other treasury practices and payments globally are
documented in Morgan'’s Treasury Policy and related
procedures. The Group treasury team manages the Group’s
funding, liquidity, cash management, interest rate, foreign
exchange, counterparty credit and other treasury-related risks.
Treasury matters are regularly reviewed by the Board and
Audit Committee.

The refinance of the Group’s revolving credit facility (RCF)
was completed in November 2022. As at 31 December 2022,
£76 million of the Group’s £230 million revolving credit facility
was drawn down.

Further detail on t